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By Jurgen Schultz, group
managing director of Con-
cor and vice-president of
the SA Federation of Civil
Engineering Contractors.

The construction industry can
look forward to a great future
provided it is not {oo severely
damaged by the present eco-
nomic downturn and the result-
ing uncertainty within South
Africa,

The industry has the capacity
and experience to compete for
almost any viable project.

Proof of this is the work re-
‘ cently done on projects such as
the Mossgas project, the Sua
Pan project in Botswana, the
Hugenot Tunnel and the Le-
sotho Highlands Water Project,
which is probably one of the
| largest construetion projects
being undertaken in the world
at present.

If the South African contrac-
tors who tendered for the Le-
sotho Highlands Water Project
iin conjunction with overseas
contractors, mainly because of
foreign fmancmg requirements,
could have pooled their re-
sources, they would have been
able to do the work without
. much help from outside.

What is worrying Mr Schultz,
however, is that government
departments ‘are being indeci-
sive and have cut back spending
on construction projects, and
therefore delaying decisions
which would be for the long
term benefit of South Africa as
a whole,

Downturn

There is also serious concern
rabout the downturn in new
tender invitations, aggravated
by the treasury directive to re-
duce expenditure in 1991.

The decision of a number of
regional sefvices councils to di-
vert funds earmarked for capi-
tal expenditure for use as bridg-
ing financé by local authorities
to pay for various services is
not helping.-

The resuit’ of these directives
to save at all costs is being
taken literally by some officials
and the:present tendency .is to
appoint: sconsultantsx ‘and" ¢om-
missions g 1nvest1gate how
penmesican be saved “and how
all possiblemisjudgements tean
be avoided.

This obviously results.in '

large sums of money being
spent up front on fees without
any benefit being obtained in

terms of added value and bud-
gets being reduced accordingly -

as well as unnecessary delays
during this highly inflationary
period.

“Stop procrastmatmg and ‘
spend funds wisely now, before -
the minimal available funds are |
exhausted on academic exer- |

cises which possibly only safe-

T

guard against later criticism of |

officials”, says Mr Schultz, "

Caution

This public sector attitud‘e{ on |

top of the understandable cau-

tion exercised on capital |

projects by mining houses and
other private investors could
result in the construction indus-
try being forced to. reduce its
plant and human asdets to a de-
gree that South Africa will re-
gret in years to come.

Mr Schultz say Concor has
done well by working in Latin
American countries, where no
capable construction capacity
existed any more, butywhere
agents, lobbyists and foreigners
could do well,

“Let us learn from this exam-
ple, and also look at some of
our neighbouring states like
Zimbabwe where hardly. any of
the once-booming constfuction
industry still exists, and’ where
South African companies can
soon do well for our country if
we use a far-sighted approach,”
says Mr Schultz, i

He predicts 1991 and some-
what beyond as being a tough
period for the industry.

He is, however, optimistic
that the good and responsible
companies will continue to do
well, and very well, beydnd this
permd especially as‘"{dore op-
portunities arise and ‘thé-rieed
for South African knowhoW and
capacity becomes more pro-
nounced.

“We in South Africa will
comé out of:this-transition
period less scratched than most
of-our neighbours, and with a
Féduced-but ‘better construction
industry,” he says.




Mortgage rate

By Franl'f Jeans%‘(ﬂ\“ 3\\\0‘(\

Builders will return from the
Christmas and New Year break
to continuing gloomy predic-
tions about the industry in 1991,

However, if ii is any conscla-
tion in face of a tough year,
there should be a big improve-
ment from 1992 onwards.

Looking at prospects for the
industry and, in particular, the
continuing burden of high inter-
est rates, Professor WF Kilian
and Mr GJJ Snyman of Me-
dium-Term Forecasting Associ-
ates in Stellenbosch say any de-
cline in rates will be gradual
from early this year.

“The Erime overdraft rate
will be kept about five to six
percentage points above the in-
flation rate, as measured by the
consumer price index.

“Fiscal policy is expected to
emphasise the reallocation of
public resources towards meet-

ing the social backlogs — hous-
ing, education and heaith care.”

Commenting on the current
sitnation, the economists see a
relatively buoyant non-residen-
tial sector and a new homes
business that is “still bumping
along the bottom”.

“High mortgage raies have
had a detrimental effect on the
home building industry and has
led to a protracted recession in
this sector.

“Giiven the impetus of the In-
dependent Development Trust,
the South African Housing
Trusi, the Development Bank
and especially, lower mortgage
rates, the home building sector
should record modest growth
this year.”

In contrast, Professor Kilian
and Mr Snyman foresee a sharp
drop in investment in non-resi-
dential building projects in 1981,
many of which are nearing
completion.
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New work, they believé,will
be scarce. Fir
On the plus side, they.see.im¢
proved productivity of pnlsite
and managerial labour;lowet
increases in input cos‘l‘s‘»ﬁ%@nd
sharply lower rises in“tgfidef
prices arising from fierce-com!
petition in tendering. N i
“By the latter half '¢f.thi
year building materials manut
facturers should reco¥diimi
proved production volurésas a
result of stocking-up by“build:
ers’ merchants who sé‘é%{td
benefit from the expected1992;
94 housing boom.” VN
The expected drop in interesé
rates will give a much-ngeded
boost to the industry genérally
and although n‘on-resit?éﬁﬁal
building will continue ¥ feel
the pinch this year on the-pack
of the scarcity of investiignt
funds, conditions gefgrally
“should improve dramatically
in the 1092-95 period”. -.'. -
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HOUSING

Big push for

new housing &
subsidy scheme

From MICHAEL CHESTER

JOHANNESBURG. — The gov-
ernment has come under pres-
sure from the National Associa-
tion of Home Builders to launch a
radical new R153million-a-year
home-buyer subsidy scheme in
the 1991 Budget in urgent moves
to crack the growing housing
crisis. ‘
Proposals envisage a massive

- boost in the provision of new houses

to lower-income families reaching as
high as 770 000 units over the next
seven years.

The master]plan estimates that the
exercise should also trigger the cre-
ation of more than 440 000 new jobs
in a dramatic increase in the size of
the labour force in the building in-
dustry to cope with the potential
surge in demand.

Details have been submitted to
Minister of Planning and Provincial
Affairs Hernus Kriel, who in recent
months has held extensive talks with
the NAHB about a new formula to
solve the chronie shortage of afford-
able housing for lower income
families.

WHITE PAPER

A government response is expected
in a special White Paper on Housing
Strategies that is due to be published
soon.

The urgency of an action pro-
gramme has been underlined by the
NAHB in estimates that projected
annual demand for new houses from
1990 to 2000 looks set to stand at a
phencmenal average of 367500 —
compared with an actual 1989 supply
of only 102500,

Its new proposals are intended to
give added impetus to initiatives
launched by the Urban Foundation
with its special loan guarantee fund
and by the R2-billion Independent
Development Trust started last year
to tackle black socio-economic
advancement.

The masterplan pivots on propos-
als that the government ploughs an
exira R152,84 million a year info sub-
sidies offered first-time home-buyers,
beginning in the 1991/92 Budget.

In the first year alome, because of

the multiplier effeet on .access to

_home-loan funds, the scheme should

mobilise as much as R2 400 million in
additional capital from the financial
institutions — equal to 110000 new
houses, -

Identical annual budgets over the
next seven years should boost the
number of new houses provided un-
der the scheme to a stunning 770 000.

The NAHB argues that in view of
the limitations of state financial re-
sources the scheme looks far more
realistic than alternative suggestions

- of once-off capital subsidies of

around R6000 for each home-buyer,
which would cost R660 million a year
te provide the same number of
houses, with costs peaking at an as-
tronomical cumulative total of
R4620 million in the 1997 budget
year.

Moreover, NAHB studies show its
scheme promises the chance of the
government recouping all costs from
the general sales taxes or value-add-
ed taxes it wonld reag from the
building operations and the extra
consumer spending from the thou-
sands of new jobs likely to be
generated. 4

The proposed subsidy scheme is
aimed primarily at homeless low-in-
come families. Ahout 90 000 of the
annual total of new home-buyers
drawing benefit would be families
with household incomes as low as
R500 and no higher than R2000 a
month, moving into houses priced
from under R12 000 to R35 000.

INCOME BRACKETS

The annual halance of 20 000 new
home-buyers would be households in
income brackets between R2000 and
R3500 a month. .

Over the next seven years, actord-
ing to NAHB ealculations, the subsi-
dies would benefit no fewer than
700 000 first-time black home-buyers.

Subsidies would also be offered to

- about 28 000 white families, 28 000

Coloured families and 14000 Indian
families seeking houses in price
ranges from R35 000 to R65 000.

But heavy emphasis has been laid
on proposals that all subsidies should
be based on household incomes alone,
with no trace of racial
discrimination.

“
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5 FEW building and constructionshares [~ ~ 1z Roude
pave recorded gains over ‘'the year,

**" and projections predict poor prospects 'sion, political uncertainty compounded by
»for the industry well into 1991. unrest and problematical labour relations.
“"" The exceptions to the downtrend on the Unrest has seriously affected the ability
* building and construction board — which of contractors 1o fulfil their contracts, -
.started a heavy glide in August and has leading authorities to postpone the placing

77 arely recovered to its level at the begin- - ©f such contracts until it'is safe to work in
1 .ning of last year — are Anglo Alpha, Basil affected areas witha consequent reduction
. Read, Concor, Group Five, LTA and Pre- inorder books for .moqﬂ:%mﬂ work.

% toria Portland Cement (PPC), which have Increased building costs plus high mort-

.

. done well for their shareholders. gage rates have resulted in a decline in re-
. Other shares in the sector have siid, sigential building. It appears the swing

uMWoBm well over 30%, and dealing remains from houses fe the security of townhouses
“ugtremely thin with no one willing to pick  has come to an end. That leaves only the

g AP counters trading at or near 1990's lows major nosmﬁu;.nmoz projects — H.Sommmmm.
~.;-in hopes of recovery. the Lesotho Highlands project, City Bank
f . Theaverage earnings yield in the sector in Johannesburg and some shopping cen-

ig an atfractive 18,7% and dividend yield is tres on order books.

year. By June there will be quite a decline
in their work volumes, said Martin.

The only building and construction share
showing volume in dealing currently is
Concor, which at 120c is 50% up on the
year, thanks to its Lesotho Highlands con-
tract. The group is cash flush and has a
strong order book. . - o

Another winner in fhe Lesotho High-
lands project is Group Five, whose shares
at the current price of 500c shows a year’s
gain of 33.3%. Diversified Group Five,
which achieved a 28% rise in earnings {0
170,1c a share in the year to June against
the economic downtrend, will probably not
maintain its growth in the current year,
but its policy is to keep the group liquid.

Giant LTA, whose turnover climbed to
over R1,8bn in the year to March and at-

Building and
construction index

Giraphic' FIONA KRISCH Sourca: JSE

1600 gt
Feb Apr Jun Aug Oct Nov
12 10 12 7 2 8

1990

&l 5.3%. But the lack of interest is signalling a The sector is therefore operating against tributable profit rose by 90% — enabling
.w.r) ¥ N " . P by - - - P N .

" turther decline in profitability andalong 2 continued murky background which will . the group to pay the first dividend in five
Y strugglel o recover from the many set- extend well into this year. Figures re- pleted has fallen by 105%. years — has strearlined and concentrated
¥ wacks of the past year. leased by the, Central Statistical Service Buildings Industries ‘Federation of SA its operations. It won 2 contract in the

wu... These Setbacks have been spelt out by say the value of building plans passed in economist Charles Martin has reported Highlands project.
% Darling & Hodgson chairman Hugh Brown September last year tell by 3.7% in real that people in the industry are still busy Basil Read emerges the winner with a

ww in his annual review — the sHdeinto reces-  terms while the value of buildings com- but their order books are Very thin for this gainof53.8% to the current price of 300c.
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THE overall economy
and the building indus-
try are still on the
downward leg of the
business cycle.

That is the opinion of
Stellenbosch building
economists Wilsey Kilian
and Johan Snyman, mem-
bers of Medium-Term
Forecasting Associates,

They say interest rates
have remained higher for
longer than expected and
have led to poor trading
conditions.

Professor Kilian says: “The
imminent decline in interest
rates, expected early in 1991,
should assist the housing
industry from mid-1991
onwards,

“In  contrast, non-
residential investment is ex-

Ly?

r

By CHARMAIN NAIDOO

pected to drop sharply in 1991,
Conditions shonld” improve
dramatically  during the
period 1992 to 1995."

Mr Snyman says economic
developments in the interna-
tional sphere have been over-
shadowed by events in the
Persian Guif,

! - 0il

“Higher oil prices have
| again raised the spectreof a
worldwide aceceleration in
inflation,’ '

“In" these circumstancés
.indugtrialised conntries
+would normally follow more
restrictive monetary poli-
cieg” .

However, Mr Snyman
believes the economic
growth rates are faltering in
Western democracies, with
the exception of Germany
and Japan.

He says the monetary au-
thorities are faced with 2 dif-
ficult choice — to keep inier-
est rates high to prevent a
resurgence of high inflation
or-to-lower them to stave off
recession,

Professor Kilian says: “On

+ balance, we believe that
-interest rates will decline
marginaily.

" ‘Partners

“Furthermore, though eco-
1 nomic growth will moderate
, during 1991, relative to 1990,
ino full-seale recession will

| develop in the economies of °

"our industrial
partners,”

His forecast is based or the
assumption that a solution
will be found to the Persian
Guif crisis and that ol will
trade between $20 and $25 a
barrel. .

The economists, say the
implications :for “SA's
economy-will inclride: slower
growth In exports, 7, ..

Mr Snyman says: “But the

trading

e e e e

- housing, education and health

‘'merchants ‘whoxwish. to |,
19921994 {H‘p'u;‘s'ix?g' boom.

relaxation of sanctions and
an inflow of new investment
capital, coupled with a
miﬁier foreign debt burden,
could see a build-up of total
reserves implying greater
domestic liquidity and event-
ually lower interest rates.

“Now that foreign reserves
are rising strongly, the
growth in the money suptply
is under control and the infla-
tion rate is moderating, the
Governor of the Reserve
Bank has said that interest
rates will decrease early in
1991.”

Professor Kilian says this
decline will be gradual and it
is e:épected that the prime
overdraft rate will be kept
about five to six percentage
points above the “inflation
rate, as measured, by the
consumer-price index,- .

Fiscal policy is expected to
stress the re-allocation .of
public resources to meeting
the “social backlogs” —

care. L
They say that two trends
are noticeable in' building —-
a relatively buoyant non-re-
sidential sector and a re-
sidential one that s still
bumping along. the bottom..,
Professor Kilian' says:
“High mortgage ‘rates have
had a detrimental’ effect on
the home-building industry
and have led to a.protracted
recession in this'sector. "

[ I
Ly R |
Gradual "

“Given the-impetus of the
Independent Development
Trust, the SA Housing Trust, -
the Development Bank and
especially lower mortgage
rates, the honmie-building
industry should record
modest growth in 1991.7." . .

Sueh ‘growth’ will oceur
from the low base.of 1990.

“In contrast, A sharp drop,
from a high.base, js’foreseen
in investment in ror-residen-
tial buildirig projects during
1991, many of which'are near-
ing the completion:stage.”

Mr Snyman‘8ays new work |
will be scarce, Other charac- |
teristics of *tHe” buliding . in- .
dustry in 1991 are listed: .-
@ Freely available labour
and building materials;
® Lower increases in input
costs;
® Sharply lower increases in
tender prices arising from In-
creased competition,

By the latter half of 1991,
building matefials manufac-
turers slionld. record im-
proved.production volume as |
a, result of--stockjng up.by |

benefit, from the hoped-for

. wos
—_—— e .
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The new South Africa implies
both an “ancient and modern”
challenge for the construction
sector.

I believe current develop-
ments already highlight the
need for a blend of ultra-mod-
ern, computer-reliant tech-
niques backed — when occasion
demands — by old-fashioned,
labour-intensive methods.

This dual. challenge will be-
come more acute as the Ninties
progress,

We operate in two different °

contexts, One calls for the latest

technology in order to meet .
tight deadlines and meet a high<_
level of specification — quality ~.

as high as anywhere in the
Western world.

The second context could
hardly offer a starker contrast.
Here the need is primarily to
provide jobs for unskilled, un-

workers.

It's a case of going back to
old pick-and-shovel methods —
but with a slight refinement.

On-the-job training and skills
enhancement have to be part of
this largely Third World pack-
age

Essentially, the construction
company has to recognise a re-
sponsibility to provide jobs and
training, and to structure con-
tracts with more than just the
bottom line in mind.

In the new South Afriea, it
would be naive to imagine that
single-minded pursuit of profit
is the be-all and end-all. We
have to show sensitivity to the
nation’s social agenda, too,

Developments within the
Stocks group have demonstrat-
ed that this dual challenge is al-
ready being met.

High-profile, prestige
projects such as Bloemfontein
Civie Centre or the fast-track
hotel-casino complexes for Sun
International demand recourse
to modern planning methodolo-
Eies and computerised sched-

es.

Getting the right plant and
materials on site at the right
time in the right quantities
when the appropriate personnel
are availdble, is becoming an
art form with minimal margin

Bl;e;l'di;lé the

trained and often illiterate (A

old ;d

By Reg Edwards
Executive Chairman,
Stocks & Stocks

for error. The slightest slip
could cost millions.

Fast-track bnilding methods
are becoming more sophisticat-
ed all the time to meet this par-
ticular challenge,

But planners and negotiating
teams have to take a whole new
set of factors into account when
working on less complex
projects or those where the ti-
meframes are a little more gen-
erous.

In seenarios such as these; the
need to ereate jobs for unskilled
operatives and to provide train-
ing could shape the whole ap-
proach to a contract.

The construction firm then
has to be sufficiently flexible
and sensitive to meet those
needs.

Several examples come to
mind in recent Stocks group
projects.

For instance, Stock Roads
(Natal) has begun work on a
unique project near the KwaZu-
Iu township of Osizweni (New-
castle),

The contract entails upgrad-
ing a major 27 km bus route, It
is the first project of its kind
awarded by the KwaZuluz gov-
ernment.

. However, all trench excava-
tions are being completed by
hand.

The project is being founded
by the Land Bank and will be
completed by November 1991,

Wolf Reusch, Stocks area
manager in the Natal region,
says: “The contract to upgrade
this route is fairly straightfor-
ward, but it was conditional on
our using local labourers in-
stead of machinery to excavate
the trenches,

“For this labour-intensive ap-
proach, we employed 130 la-
bourers from Osizweni, We're
progressing at only about two
km a month, but it provides
vital jobs for the community
and ensures on-the-job training

3%

the new:

for many less skilled la-
bourers.”

Stocks (Eastern Cape) had to
respond to a similar challenge
at Tsolo in Transkei.

This was a R5 million con-
tract for construction of a resi-
dence block and houses at the'
College of Agriculture,

The site, about 50 km north of
Umtata, was.in an area where
first world infrasiructure is the
exception rather than the rule.
The only plentiful resource was
labour.

The site was covered with
large boulders, but little mod-
ern plant or machinery was
available locally for their re-
moval.

“We organised our labour
into teams to crush the boulders
to make aggregate — in one op-
eration getting rid of the boul-
ders, creating on-the-spot build-
ing material and creating jobs,”
says John Devine, managing
director of Stocks (Eastern
Cape),

“There was a real Third
World look to that site — just
men and wheelbarrows, with
very little modern equipment.

“Obviously, the reversion to
old methods cost us time, but
it'’s perhaps a learning curve
we'll all have to go up in some
sectors of the construction in-
dustry.

Mr Edwards concludes: “The
1990s will continue to set new
challenges for the construetion
sector.

“However, the dominant
therne for the whole decade will
probably be the requirement to
balance national needs for up-
liftment and jobs with the need
to make a profit while staying
abreast of modern, high-tech
developments.

“We will have to be versatile,
adaptable and sensitive. Some
eynics may suggest that con-
struction men are not the most
sensitive set of professionals
around. .. but the work to date
of our group suggests that we
show a much greater degree of,
awareness and responsibility
than we are given credit for.

“I'm confident that this duai
cha}llenge will be successfully
met.”




A MODULAR building
system — Symodule —
could go a long way to-
ward easing South Afri-
ca’s housing backlog,
said Professor Roy Mar-
cus, Professor Extraor-
dinaire at the University
of Pretoria.

Professor Marcus is-
former Dean of Wits
University’s engineering
faculty and MD of Aba-
cus Technologies, the
company that has re-
fined and marketed the
system.

Configurations

The system, which will
be used te house con-
struction workers at Sun
City, consists of pre-fab-
ricated interlocking
steel-cladded panels,
with gypsum interior
panels, fitted to a frame-
work which incorpo-
rates the roof trusses,
and is built on a cast
concrete slab or steel
base frame.

Configurations can
range from one roomtoa
multi-rcomed up-market
single or double-storey
office building.

“The only way to tack-
le the housing backlog in
South Afriea is with ‘un-

houses

for

> )

R10 0004

building i°

conventional’
systems,” Professor Mar-
cus said. “Unlike con-
ventional systems, these
are subject to stringent
specifications. All our
components have a 25-
year guarantee.”

He said a basic 50 m®
house could be built for
R10 000 and erected in
one day by four un-
skilled labourers.

Computer

Stanley Seeff, leader
of the design team work-
ing on the system, and
MD of Symo Corporation
which has linked up
with Abacus, is confi-
dent that he can handle
mass production for
loeal and international
requirements.

Abacus has been
awarded the contract for
providing modules for
construction workers at
the new extension to
Sun City — “The Lost
City”. "

The whole R300 m pro-
ject has to be completed
by December 1992 and
the company has to sup-
ply immediate accom-
modation for 1 200 work-
ers.
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|activity. ‘to drop’_.
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vyl GERALD REILLY .
| PRETORIA — Activity in the building industry is; .
|| expected to decline by a-further 3% this year, Building...
Industries Federation executive director Neil Fraset,qi;
said yesterday. - ‘ ‘ ) Ces e
Commenting on the latest statistics on the valueofiia+
building plans passed in the first 10 months of last year,,
|| Fraser:said: this was on top of an estimated overall
decline in the industry last year of 59%. - i
The value of building last year; he said, was at &>
lower level than in 1989; but this had presented no
major problem to the industry. T
| " In the sécond half of last year however, the decline,_
gained ‘momentum, o
The work carry-over from last year would slow the 2
declining trend in the first half of this year, but it cou}& -5t
| be expected to accelerate in the second half. aas
.On employment, he’ said the expectation was thats
unemplpyment would have increased by 13% by thew
_year-end. In certain areas Jast year employment Kadre
{ shrunk by 13,6%. : . i
|  And:according to the latest Central Statistical Ser<*™
' vice figures, in the first 10 months of last year the value~
of building plans passed at current prices increased byiou
15,3%:t0 R8,915bn compared with January to Octoberz—
last yesr; But at constant prices there was a decreasg-i;iﬁ.
of 1,8%;to R4,194bn.. . - v
: Thetbiggest decline at constant prices was for.non-- !
residential b‘uildings.:Plans-for-these.‘;buil@ings'fe11~9,%‘};,,
to RY;1821n. Houses were down by 58% to RL,404bng "o
'« - However; plans for flats and town houses increased, -
by 7,1%6 R342m, & Lo e 0. S
-+ pdditions and alterations were also up -at_constant ~
prices by 8,3% to R;{;zﬁ;b;’;. T R
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.THE unbundling debate sparked
.off by Gencor raises the question
-of whether other diversified cor-
Jporations could benefit from a
Similar move — Murray and
‘Roberts (M & R), for instance.
M & R, with a turnover of Rdbn in
the year to June 1990, has interests in
<ndustrial, eonstruction, engineering,
Supplies and services and property
‘eompanies,
- “We did look briefly at unbun-
dling,” M & R financial director Lio-
nel Bird said. “But we believe that
M&R is at a premium on the valy-
-ation we could get from unbundling
whereas Gencor is trading at a
discount.”
«~He added that M & R's wide port-
folio of companies tended to make
the group contra-cyclical to a certain
extent.
.. Asked if M & R would consider dis-
posing of companies which were not
performing well, Bird said the portfo-
tio was reviewed from time to time
but there were no immediate plans
foi disposals.
'Unbundling refers to breaking a

Murray & Roberts ‘no
in the unbundlin

[__cHARLOTTE mATHEWS IR

major company up into its constitu-
ent companies so as to realise the
valee of its assets more fully,

The corporate policy stated in
M & R’s 1990 annual report is to ex-
pand its existing businesses and to
acquire businesses with related
technology or markets,

The share is a favourite with ana-
lysts. The price is currently R24, rep-
resenting an earnings multiple of

452, AN
%\Rflob\lle \\ \

This compares with p:e’s of 8,18 for
the industrial holding sector, 6,05 for
the engineering sector and 535 for
the building and construction sector,

There are 36-million ordinary
shares in issue. The average monthly
trade on the JSE in the past year wasg
a tiny 117,372 shares or 0,3% of the
issued capital and, perkaps as a re-
sult, the share price is fairly mobile.

The high in the last 12 months was
R26,25 in March and the low was

g ga

%2
R18,25 in June.

A large proportion of the shares is
held by Sankorp, Murray & Roberts
Investments and the Murray & Rob-
erts Trust, and there are also several
institutional holders.

Analysts said M&R would not
benefit from unbundling,

“You would have to look at whe-

b

" ther the parts would achieve a better

rating than the whole,” one analyst
said. “Construction/engineering as-
sets on their own would not do that.
Those are on a p:e of two or three
while M & R is on a p:e of five or six.

“The mix of the assets works. One
of the reasons the group has diversi-
fied is to get away from being cycli-
cally affected.

“M&R's share price has done
better recently because management
has emphasised the quality of the
business and CE David Brink himself
has made a huge difference.”

A second analyst said the long-
term nature of contracts in the con-
struction industry meant operating
companies needed the financial back-
ing of a large group.
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No easy solution seen to

Conditions in the building indus-
try have deteriorated further
since its previous survey, the
Bureau for Economic Research
{BER) at Stellenbosch Universi-
ty says in its latest report.

As the builders start up again
after the holiday break, the bu-
reau has little joy for them and
sees solutions to the present
downturn even “more elusive”.

The BER says political and
economic conditions remain the
keys to improved conditions, in

| the industry.

“When these' conditions im-
prove or show signs of finding
direction, conditions in the
building industry, in general,
will stabilise.

“Depending on the course
whiéh the political situation fol-
lows, there should be improve-
ment, )

. “Expectations for the year,
particularly the first quarter of
1991 are not at all optimistic.”

.~ Architects once again see the
inegative effects the political
uncertainty as well as social un-
rest are having on the industry.

Indeed, some architectural

'practices believe the present
'sluggish conditions will remain

for the next two years.
“Contractors also perceive a

‘detefidrating labour position

with“unions demanding ever-in-
creasing wages, while produc-
tivity is decreasing.”
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Respondents say unskilled
workers are also expecting far
more “than what they are worth
or than what they are capable
of producing”.

The year-on-year increase in

building costs averaged 14,6.

percent for 1990, while the
BER's forecast for the average
increase in costs this yearis 13,5
percent.

The damaging effect of high
interest rates on the new homes
busginess can be seen in the la-
test Central Statistical Services
figures.

Hardest hit

In the January-September
period of last year plans for
new houses dropped 8,3 percent
and markets of all pepulation
groups felt the erunch.

The Asian housing sector was
the hardest hit, with a decline of
more than 30 percent, while
plans passed for coloured peo-
ple’s homes were down 12,3 per-
cent.

The black gector took a four
percent knock, while homes for
whites dropped four percent.

The total value of building
plans passed in the nine months
rose by 16 percent to almost
R8 billion compared with the
figure for the same period in
1989, ,

In real terms, however, the
value showed a decrease of 1,3
percent, mainly due to de-
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creases in the value of houses
(6,5 percent) and non-residential
building (8,3 pereent).

In terms of buildings com-
pleted, the real value for the
nine-month period showed a sig-
nificant decrease of 4,7 percent
from the previous year's figure.

The drop was mainly due {o a
16,8 percent slide in houses and
a 7,6 percent drop in flats and
townhouses. .

Non-residential buildings
completed showed a drop of 9,3
percent.

Areas in which the drop in
house building was greatest
were Durban, the Vaal Triangle
and the Free State goldfields.

A further indication of the
troubles facing the building sec-
tor is seen in the latest figures
from the Planning Depariment
of the Johannesburg City Coun-
cil which show a 50 percent de-
cline in work completed in De-
cember.

While last month was the tra-
ditional wind-down time for the
industry, work valued at
R14,7 million was finished com-
pared with R28,4 million for the
1ast month of 1989.

There was little encourage-
ment, too, in estimates'for new
work in December.

The year-ago figure was a
comparatively healthy
R62,6 million compared with
R48,6 million for the last month
of 1990.
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1f the gectional Titles Amandment

for the registrd tration of sectio tional title schemes D
development project has been comple

after the prol t has been comple

ers pass on to buyers. .

proposed

Public Works ks and Land Affairs.

a Secuunal Txtles Regulatmn Boar

e

Change i 1aW COMHTHE |
._‘ cut 8 sectional title costs

{
' CAPETO ost of building and buying section-
al title units could he rqdueed as a vesult of 3 legal

2l iment tabled in Parﬂament,gmg,ggek.__a AL
1-is passed |

)
1
i1 during the parliamen tary session which opens next Fri-
1} day, devetopers rs will be able to app ly to local authorities
= ore a

At present they are abie to submit an apphcauon only

ec
Adnﬁmtrative delays in the appli catl n process Ie-
gult in an accurm ymalation of holding costs whmh develop-

.-
But,if a sectmnal utle reglster is opened beiore com-
holding costs and

it} pletion, there will be
7| the benefito of this to the deveIOper should be passed o to
¢l the buyer, sSays a spokesman for the De Department of -

[he spokesman said the amendment was‘hproposed by
was estal

3] lished in terms of tional Titles Act of 1986.
) «he board said the presant situationled t0 unpecessary
delays in the approval of sectional title schemes.
. 1t proposed that local authorities ghould be abie to
. “approve an application while the building is still in the
4] process 0 of heing €rec ected but 13 neverthelesst» sufficiently
en

1 completed t0 make accura meas
Other technical changes os have been proposed 10 im-
prove the 2dministration of sectional iitle applications.

2O
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BUILDING INDUSTRY 2sy\a {32
BELT-TIGHTENING TIME

The building industry, still riding the last
wave of construction contracts, will hit the
wall in the second half of the year, the
Building Industries Federation of SA pre-
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dicts. Its advice to builders: rationalise work
forces and watch cash flows or you may not
be around for the next construction boom,
expected in 1993,

The federation believes conditions in the
industry will remain stable for the first half
of the year then decline steeply. There will be
no vigorous revival, it says, until the second
half of next year. However, it believes the
approaching downturn will be less serious
than that of 1987 when turnover dropped by
nearly 8%, to R6,5bn at constant 1985
prices. ‘The federation estimates that turn-
overs will drop to R6,96bn this year, 3%
down on the previous year, which was 5,9%
down on the R7,6bn turned over in 1989.

The federation says in its annual review
that new orders in the private, non-residen-
tial sector have fallen and “we expect trad-
ing conditions in this sector to deteriorate
sharply, with no meaningful reversal before
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Construction ... bracing for
hard times ahead

late in the second half of 1992.”

It adds that demand from the public sector
is likely to remain sluggish this year but it
expects higher spending on schools, com-
munity projects and housing.

The money will initially be spent on infra-
structure — sites, roads, sewerage and water
reticulation. This is good news for the civil
engineering industry but not quite as good
for the formal building sector, which gets
involved only when infrastructure has been
installed.

The federation also expects private spend-
ing on housing to start showing an improve-
ment this vear if mortgage rates ease.

Overall, the federation expects that the
number of workers in the industry will drop
by 13,5% from 260 000. The loss of skilled
employees will make it harder for builders to
recover once the upturn arrives.

“The industry is already thin on labour

and management, and it gets thinner after
every recession,” says Lewis Neuburger,
MD of Rapp & Maister Construction. “The
amount of labour that doesn’t come back is
frightening. It's also likely that we won't
teplenish plant and, when a boom comes
again, we won’t have sufficient plant or la-
bour.”

He says the industry suffers from peaks
and valleys because “there is not much we
can do to create work; we are in the hands of
other people and that makes it impossible to
plan more than six months ahead.”

Murray & Roberts, which relies less on
government spending and more on the big
institutions, is worried that institutions may
cut back, “There is a limit to the number of
shopping complexes and office blocks they
can invest in,” says executive director Roger
Veysey. “There’s already oversupply in
Sandton and there will soon be in Durban.
The only avenue that may remain open for
institutions to spend their money is to rebuild
and refurbish buildings.”

Old Mutual has just put up two pricey new
buildings in Johannesburg. But Roland
Chute, the company’s assistant GM, invest-
ments, believes new buildings may be less
attractive investments than existing ones.
“People gear themselves heavily to erect
them and when they are forced to sell them,
they invariably come on to the market as
distress merchandise that the institutions
can pick up at reasonable prices.”

Sanlam Property MD Hendrik Bester is
pessimistic about the building industry’s
short-term prospects but very positive long-
term. He believes investment in SA property
will be more attractive to foreign investors,
once sanctions go, than investment abroad
will be to SA institutions. “Overseas inves-
tors will want to come back. They will put a
lot of money into housing, schools, hospitals
and training centres.”

Veysey also sees more money flowing into
SA than out, once restrictions are lifted “and
there’s an acceptable level of political stabil-
lty,”

He foresees an upsurge in factory construc-
tion on the coast by overseas firms, particu-
larly in Cape Town and Durban. But East
London and Port Elizabeth may be passed
over by foreign investors because of their
recurring labour problems, he says. “SA will
become a processing nation and foreign in-
vestors will want to build new factories near
sources of skilled labour and ports. Existing
ones will not suijt their needs.”

SA Federation of Civil Engineering Con-
tractors executive director Kees Lagaay says
his sector faces gloomy prospects because
most of its work comes from the State.

“There was a gradual slowdown last year,
when we lost 5000 of our 95 000 workers,
but the slowdown will accelerate in the first
half of this year. The only bright spot I see is
government's policy of speeding up urbanisa-
tion. Lots must be spent on roads, carth-
works and water reticulation before houses
can be built. But whether that will be enough
to stop the slide is questionable.” |
.
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MARGINS BUCKLE

Hundsome profit contributions from its gen-
eral building, property development and
house building divisions could not prevent a
13,6% earnings slide at construction group
Stock & Stocks in the six months to end-
October. E‘M [TEANY

Harsher trading conditions saw the
group’s operating margin slashed from 4,7%
in the second half of last year to 2,9%.

Long-term contracts helped to maintain
some buoyancy in the general building divi-
sion, whose activities include construction of
office blocks, hotels, shopping centres and
industrial complexes.

Johan van Vuuren, executive director:
finance, says Stocks Housing’s order book
improved substantially over the six months.
Most of its work is in low-cost schemes.

The resorts and timeshare division im-
proved its profit contribution, with the Kwa-
Maritane project continuing to do well. The
manufacturing division maintained its per-
formance and, for the first time, offshore
operations broke even.

The group performance was further
dragged down by 2 R4,7m loss in the re-

Fid iz (22)

sidential development division' (Habitech),
through the write-down of serviced and un-
serviced land. This followed the collapse of
the lower- and mid-range home marketing
business in the face of high interest rates,
social unrest and the drying up of new bond
facilities.

A positive aspect i8 that some of the strain
has been taken off the balance sheet. Trad-
ing cash flow was used to'reduce short-term
debt of R55m at year-end to R38m. Van
Vuuren says the group now has a net cash
balance.

At last year-end the order book had grown,
by 16% to R1,08bn and has since increased
to R1,2bn, which is being executed at a
monthly turnover of roughly R110m.

Van Vuuren reckons the group’s better
performers could continue their upward
trend. °

However, construction activity will likely -
follow the economy further in the downturn.
Van Vuuren is pinning his hopes on the thick
order book but it remains to be seen whether
that will be enough — and whether a further
cut in margins can be avoided.

Investors are not enthusiastic: the share
price has been in a \downtrend since June,
shedding 40c to 105¢, and the 2,3 earnings
multiple is only half the 5,3 average of the
sector. Gerhard Slabber
|
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worries ﬁ%ilding chief
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An ohsessive fixation on
initial capital cost at the
expense of maintenance
and expected life expec-
tancy of low-cost housing
is “stupid, if not dan-
gerously irresponsible”,

This is the view of one
of the country’s building
leaders, Neil Fraser, ex-
ecutive director of the
Building Industries Fed-
eration (Bifsa).

He believes the drive
to bring down costs
means the life span of
the finished product
must suffer.

Opening the Cullinan
group’s R36 million hi-
tech brick operation at
Midrand, Mr Fraser said:
“Housing standards are
being driven down, cor-
rectly in my opinion, by

dispensing with
over-elaborate details
and specifications.

“Affordability is forc-
ing research and experi-
mentation into many
building techniques, sys-
tems and materials and
this is alse good.

Bond period

“However, there are
some systems being used
today in low-cost housing
building where mainte-
nance costs could well
become equivalent to
bond repayments, if not
more, and where life ex-
pectancy is less than the
bond repayment period.”

Comparing the tradi-
tional brick house with
some system-built units,
he said the former
should be recognised
through longer bond re-

payments.

The tatter often had a
“‘suspect life expec-
tancy” and the mainte-
nance costs could proba-
bly not be afforded by
the inhabitants.

This could probably
“bring us right back to
slum-like conditions,” he
said.
Mr Fraser emphasised
that the quality of the
finished product was not
determined only by the
standards and the quali-
ty of materials. It was
also dependent on the
skili of the labour force.

“Here, we suffer enor-
mous lacks.

Untrained

“In the past six years,
the number of appren-
tices entering the indus-
try dropped from near-
ly 1400 in 1984 to only
320 in 1990.

“Yet, the work is being
done, which can only
mean that untrained peo-
ple are being used — this
largely being as a result
of the obsession to drive
down costs and, again,
the quality and life span
of the finished product
must suffer.

“It does not make eco-
nomic sense for builders
to use untrained people.
They obviously pay less
but generally the produe-
tivity and quality are
just not acceptable.”

To counter this “seri-
ous situation” the formal
building industry had
been developing a train-
ing model which would
will revolutionise the de-
velopment of skilled peo-
ple for the future.

g housing costs

of life span

Property &
‘IConstruction

FRANK JEANS

Celehrating .
chalrman of the Cullinan group, left, and
Peter Sneddon, chief executive of Cullinan
Brick, display the first clay face brick to be
produced at the company's new tunnel kiln.
The plant is said to be the most sophisticated
brick-making operation in the world. its ca-
pacity of 60 milllon bricks a year converts to
about 20 000 an hour. The traditional clamp
kiln operation takes about 90 days, whereas
the Cullinan system cuts production time to
four days.

|

N rr Ity TR 1 T 2 e < e

\
i



GOVERNMENT had been too
slow in cutting down on the num-
ber of its employees and in priva-
tising in difficult times, SA Fed-
eration of Civil Engineering
Contractors (Safcec) president
Tan MacGregor told a.media con-
ference yesterday,

He said the public sector hag
shown no visible signs of retrench.
ment and the impetus in Privatisation
appeared virtually to have stopped.

is was at a time when government
would be expected to show at least 3
25% reduction in staff and more
Privatisation,

The civil engineering industry had
to be flexible because jt underiook
the construction of the country’s
infrastructure,

“We are concerned because we do

L__CcHARLOTTE maTREWS 1

not see the same flexibility being
shown by the public sector,” he said,
Safcec vice-presidents Peter Clogg
and Jurgen Schultz also criticised
government for giving what scarce
infrastructural work there was to
government institutions,

“It has been proven over and over
that it is tofally untrue that govern-
.ment can do work for half the cost of
the private sector,” Clogg said,
MacGregor said the civil engineer-
ing sector was a vita] part of the
country’s economy with a turnover in
1990 of about R5bn, L
“The state provides the majority of
work for the civil engineering indus-
try and it seems ironical to me that,
through cuts in capital spending, peo-

ple will lose their
- call upon state agencies
assistance.” .
MacGregor said great demands
were placed upon the industry a few
years ago to build railway lines and
- harbours, Then the demang shifted to
roads and townships with their relat-
. &d water and Sewerage schemes,
“Now with the downturn in the
country’s €conomy, capital works
budgets have been slashed and we
have had to scale down to fit this
reduced demand.” -
~._If politieal stability wag achieved,
cGregor said the industry could
See opportunities in black lownship
roads and iufrastructlme, schools,
hospitals, work in adjoining coun-
tries, increased industrialisafion and
electricity for everyone, - '

and have to
for financial
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CONSTRUCTION ¢£p1512/91
BUILDING A MERGER?

It may take 10 years, or even 20, but there is
already evidence to suggest that the Building
Industries Federation of SA (Bifsa) and the
SA Federation of Civil Engineering Con-
tractors are well advanced towards forming
an umbrella body to represent the entire
construction industry. { 22 )

Kees Lagaay, executive difector of the
civil engineering contractors, says it appears
as if the two groups will eventually amalga-
mate into one construction body, but warns
that it would be rash to say when.

Neil Fraser, Bifsa’s cxecutive director,
says the two bodies are co-operating increas-
ingly. He says there has not been talk of
them amalgamating, but adds: “Who knows
what will happen in 10 or even 20 years?
Right now we’re working together and trying
to rationalise some of cur activities.”

He mentions a loss control and safety
programme developed by his organisation
that has halved the number of injuries in the
building industry.

“We'll service both industries, but where-
as our members will pay for the service by
way of a levy, members of the civil engineer-
ing contractors, who have been using outside
experts, will pay in full, At a later stage, they
may also pay by way of a levy.

“Training is an area that offers tremen-
dous scope for co-operation. We are looking
at the duplication of facilities and finding
ways to rationalise them. There is, for exam-
ple, no sense in both organisations having
almost identical training facilities.”

Speaking for the civil engineering contrac-
tors, Lagaay says one of his organisation’s

strengths is skills training *“‘and several of the
skills we teach overlap with the skills needed
in the building industry; we start by teaching
the most basic skills and follow that up with

" courses for foremen and supervisors.”

He adds: “We also teach junior and senior
management some aspects of the industry
they didn’t learn at university. [ am told that
Bifsa is looking at creating a similar course.
There is no need for that; it can co-operate
with us and use our course.”

He says the chairmen and executive direc-

tors of the two organisations already meet
about once every four months to identify
arcas that overlap and, where practical,
agree on co-operation.

“One fruit of those meetings is our use of
the government training centre at Apex near
Benoni,” Lagaay says. “We're now locking
at combining our activities with Bifsa’s
training centre in Springs.” |
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CLOGG: Workforce cut

GROUP FIVE raised earn-
ings a share by 44% to 10lein
the six months to December
. gnd t‘?z dividend by 17% to

{ 27c. The improvement was
! key to mag achieved on only a 3% in-
§ crease in turnover to R672.
| million. .

sented by cash. This means T ¢hig
the gronp's assets are valued | pap
at only 30c a share, or R5- ]
million, exp

The group turned over the
R1,3-billion in the last finan- h
cialyear. ., ... . the

Chief executive Peter
Clogg expects the next six
months to be similar ta the
first half because of long-

j term projects on the hooks,
| Thereafter, the group will
(1l be glad of its healthy cask re-

\l| sources — R75-million — be-
y cause the ontlook is poor, Al-

wi Ll most every class of business
\\' 1 in which (l}'{oup Five operates
« is at best gtable and at worst
e | declining. s"/nw -
M 2{1k
N Lessons
n- lie

x- whd _ Mr Clogg is confident that
strey the industry has adopted a

e more matnra  attitude tn
;-4 pricing, .
ce cla “¥The lust shree recessions

of - 9ofd have come in guick succes-
n, geg wion, and many of the current
is Y| managements were around
lety) then. They have learned
I corfl through experience that it is
g i not a good idea to take on
s mal businessata loss.”
. drsd Group Five has emt its
r } workforce by 3 500 in the last

is ?{2 six months to 15 000. kt could

ahd easily fall to 1} 000,
€ ford Mr Clogg is optimistic
ig § about construction once poli-

j| tical differences have been
adgt cortled, Prospects in Sonth-
| ern Africa shoold brighten
COIf and the group has already
o0 made its mark there.” -
B94  The group envisages buy-
offl ing businesses that provide

| products and services in con-
will struction and public utilities.
pell  The current share price is
opft 480c, 450c of which is repre-
fag
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By Ann Crotty .
B =
l Helped by a sharp redus;:—

| tion in‘the-tax bill;|Group,
| Five Holdings overcame
 sluggish ‘trading condltlons
‘and lifted earnings 46
i cent to-99e (68¢) a sharé p1
the six manths to Decem
| ber. g
[ An interim dlwiend of
26c (22¢)'has been de-
clared. =7+
Tmnover ‘was up three
percent 'to' R672 million;
(R652 mllhon), reﬂpctxqg
weakness 'in the' buildin
and constiugtion ifdustry,
Pre-taxlproflt Was up,
154 percént to R198m11-
lion R17.2 nulhon) oo
A sharp in in fi-
nance ineonie to R2,2 il
lion (R512000) mofe . than
counteréd-the drop in
share of associates’ mﬁt
to R18 mxllion (mzmu-
11011) GHL Y 1
Pre-tax%proﬁt wﬂs hﬁ:-
ed by & shght unprove-

ment nh“bper ﬂﬁ ma?
("

The rev1ew ﬁgum ben-
| efited, fl:om a sharp:

from 32 percent t0'1%3
nt, 'which meant the

R34 million (R5,5 million),
Earnings (beforg, eg-
" traordinary-i come of
| R743 000) was up 44 pér-
cent to RS9 ml}lan
1 (R63mllhon) R ]
' The"directors say re-
$ults for the gecond. six
_months are expectéd to
 similar to those of the firist
half* because of the long—

temytnature of construc-

tion contracts. BN

{

“But, the next. ﬂnanclal ]

year :is expectedé‘to lge
'verydifficult ; and ‘the
_group is likely to; expetl
. ence a decline in returnsf'

{ iz l

M 14
1

in the’ ‘fai' rate — ';'doWn :

tax bill was down to. |
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&ROUP FIVE, whose interests
re related to building and con-
Etruction, has defied the gloom in
he industry by achieving earn-
Ings for the six months fo Decem-
ber that are 44% higher at 101c a
ghare than the 70c reported in the
Previous interim period.
R Chairman Peter Clogg said in an
interview that results for the second
alf of the year were likely to be
gimilar to the first half. But, he
arned, the next financial year was

Jikely to be difficult because of the

Jong-term nature of construction
gontracts.
“0ur forward order book is lower
w than it has been for a long time
and there is nothing on the horizon,”
hif said.
wCroup Five's turnover rose only
3% to R672m (R652m) in this period
bt income before tax rose 15% to
PEB,Sm from R17,2m, partly as a re-
sElt of improved margins and partly
because the group has a cash holding
of™R75,lm which is earning interest.
wAn interim dividend 17% higher at
9% a share against the previous 23¢
ifiglicates an increased dividend cov-
emClogg said the board considered it
¢ in view of the present outlook to
declare a conservative dividend at
this time.
=The group’s current work on hand

i%%ludes the Katse Dam’ portion of
=

the building i

Cents (;:,‘ro(jp
500 Five

Share price, |
480

dally close:

420
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the Lesotho Highlands Project which
it won in consortium with overseas
construction companies, the second
phase of Majuba power station in
consortium with Concor, some work
in Botswana and office and retail
building contracts in SA.

The greatest contributor to Group
Five’s turnover in the past financial
year was road construction, but as a
resuit of cutbacks in government
spending this contribution will be far
less in the current year.

“The only area in which there is
some hope for the future is low cost
housing on a large scale but I don’t
believe there will be any growth this
year,” Clogg said.

“We are probably building one-
quarter of the houses we used to in
SA, but work in Botswana has

ndlclgtry

increased.”

In the previous financial year
Group Five initiated an industrials
division which included a granite
quarry in Brits, a hali-share in Amal-
gamated Reinforcing with Grinaker
and a formwork and scaffolding com-
pany. Clogg said the strength of the
industrial division was that it ser-
viced the same customers as other
group activities and was underpinned
by existing expertise and the group’s
own needs.

“] think there is a hard time ahead
of us, with infrastructural spending
held lower,” Clogg said. “The ANC
conference in June will determine
whether the ANC settles on negotia-
tion or armed struggle. If negotiation
is decided on, some money will come
in from overseas and will be spent on
infrastructure.

“As soon as that happens com-
panies like ours will feel more com-
fortable. We will also feel the benefits
in our ability to tender for work in the
rest of southern Africa.”

Group Five Holdings, whose in-
come is derived entirely from ifs
53,8% holding in Group Five, has de-
clared a dividend of 26c (22c) a share
in the six month period on earnings of
99¢ (68¢) a share.

S M Goldstein, whose income is de-
rived only from its 45% interest in
Group Five Holdings, showed earn-
ings of 41c (29c) a share on which a
dividend of 10c (9¢) a share has been
declareld.
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State urged to

Get the State- allocated
millions to home-build-
ing sites now,

That call comes from
Ian Macgregor, presi-
dent of the South African

| Federation of Civil Engi-
{ neering Contractors, who
\ i also hits out at the con-
tinual problem of having
"to “cut through the bu-
| reaucratic red tape to
| get suitable land for de-
velopment”.
Speaking at a media
' lunch in Johannesburg,
i Mr Macgregor said:
“There is R2 biltion wait-
ing to be used for hous-
, ing but it’s still there
gathering interest at
probably Rl million a

day.

“T ur e authon fes
to release these funds
now.”

Mr Macgregor criti-
cised the inflexibility of
the public sector and
said that in these diffi-
cult times at Jeast a 25
percent reduction in that
sector’s involvement in
construction and a move
to more privatisation
could haye been expect-
cd, Shear 191219

“The impetus in priva-
tisation has virtually
stopped,” he said.

“Much civil engineer-
ing construction con-
tinues to be undertaken
by so-called department

32 e&?
&

se funds

construction units with
little or no progress to-
wards contracting out
this work to private con-
tractors.

“With the downturn in
the economy, capital
works budgets have been
slashed and we have had
to scale down to fit this
reduced demand.

“We have countered
this in some way by find-
ing work in adjacent
couniries.”

It was ironical that,
through cuts in capital
spending, people lost
their jobs and then had
to call on State agencies
for financtal help.




QUANTUM £, 22|24
BUCKLING UNDERGG2)

Constructlon and property group Quantum is
blaming recession, the slump in the biack
property market and a heavy debt burden for
its decision to apply for provisional judicial
management.

DCM-listed Quantum, with subsidiaries
Quantum Construction and Quest Construc-
tiont, was placed in provisional judicial man-
agement last week. Its shares remain listed
and are trading at l¢. The JSE has issued a
statement warning investors to exercise cau-
tion in their dealings in the share.

According to papers MD Chris Otto pre-
sented to the court, Quantum's assets exceed
its liabilities by R4,9m, or 11¢ a share. How-
ever, cash flow constraints have meant that it
has been unable to pay creditors.

Otto says that Quantum’s biggest creditor,
Senbank, which is owed close to R17m, has
agreed to suspend interest payments until
the group has been restructured. The group’s
overdraft has grown by nearly Rém in the
past 11 months. By agreement with Sen-
bank, most of the proceeds from a R4m
rights issue in August were applied to reduce
borrowings from the bank, since it had pre-
viously discounted these proceeds.

Total assets, mainly investments in subsid-
iaries, are valued at R23,2m now.

Otto claims recession and unrest in black
townships cost Quantum R35,2m in lost busi-
ness in the past 10 months. Quantum special-
ises in the construction and sale of properties
in black townships. The group also lost
R7,2m as a result of the liquidation last year
of its Roadstorm Earthworks subsidiary.

Joint provisional judicial manager Mike
de Villiers, of Deloitte Pim Goldby Trust,
says it is too early to assess whether Quan-
tum can be traded out of trouble. A clearer
picture of Quantum’s prospects should
emerge after a meeting with creditors on
March 8. Sirmon Cashrrore
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NOW FOR BAD TIMES

Group 5’s interim figures refiect a buoyancy
attributable to an overhang of long-term
contracts. The future is less sanguine. It now
looks as if the construction gronp is set to
experience a decline in the second half to
end-June. Turnover could be down some
15% in financial 199! and possibly 20% next
year.

There are two reasons why construction
groups have bucked the economy’s down-
ward trend so far, believes chairman Peter
Clogg. One is the long-term nature of their
contracts. But, perhaps equally important, is
that managements have now lived through
three slowdowns in a fairly short space of
time. They have learnt to avoid cut-throat
business practices, which harm everybody,
and let their businesses shrink with the eco-
nomy.

Even so, Group 5's improved 2,36%
{2.22%) operating margin for the first half
reflects keen competition in the industry.
Clogg would like to see it above the 3% level,
which is the generally accepted yardstick for
the construction industry, but does not ex-
pect it to get there in the near-term.

Results in Group 5’s seven divisions were
mixed. The building and civils divisions were
the main contributors to the improved results
in the first half, but the roads division, which
kept things buoyant for the group in finan-
ciat 1990, turned down sharply.

Results on the engineering side were also
down in the first six months, while homes
and industrials fared reasonably well. The
overall effect was a 9,5% rise in operating
profit off a 3% turnover increase. After-tax
profit climbed by 40% as a result of a more
than fourfold increase in interest income, a
20% decline in associates’ share of the profit
and a reduction in the effective tax rate from
32% to 17%.

The group’s cash holding at R75m is up by

. 12% from year-end and interest now consti-
tutes some 11% of the group’s pre-tax in-
come. Clogg says his group is perfectly hap- _
py to sit on the cash. No acquisitions are in
the pipeline and management would like to
build the group’s cash pile even higher. |
Clogg reckons this is necessary as Group 5, |

uniike all the other big construction groups, |
———

has no parent which can inject cash when the
need arises.

This conservative vicw of the near-term
prospects is also reflected in the dedision to
raise the dividend cover from 3 to 3,7.

Clogg expects the second half to be much
the same as the first, with matching profit,
bat there will definitely be a reddoction in real
tumover with roadbuikling most affected
and building the Icast. The group’s offshoere
gperations, which contribute more than 20%
to turnover, are also likely to suffer as activ-
ity in Mauritins has started to decline be-
cause of the negative impact of the Gulf War
on tonrism. The road bailding and housing
activities in Botswana are also likely to suffer
because of increased competition from Enro-
pean coniractors.

The group’s involvement in the Kaise
Dam (Lesotho Highlands project) is likely to
help carry things through in the next year or
two.

The share stands on a pe of 2,9, which is

Fox Feh 2odan - (5n)
1] v i —

in line with the market’s rating of big con- | {
INTEREST DRIVEN struction groups such as LTA, Stocks and
Concor. What is puzzling, however, is Group
Six moalin o Dec 3t Jom 3D Dec 3 5 Holdings” 2,6 carnings multiple, as cach of
. . .. this company’s shares equates 1o some 97%
e B iy e e &2 || of the value of 2 Group 5 share. Group S
Ambpoft @m) . 117 168 183 Holdings, therefore, scems underpriced for
Eamimgs (& . 70 100 101 | | mow. Gerbard Slather
Dividend Q) <. 23 a2 27 — —
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REDUCED activity in the building and
construction market shattered the Everite
Group's interim earnings, which fell 54%
to R4,im (R9,1m) or 4,7c (10,3c) for the six
months to end-December.

The cement product manufaeturer de-
clared an interim dividend of 4¢ (7,5¢).

Turnover showed a slender increase to
R1663m (R162,lm} as volume sales of
group produets fell by an average 10%.

Building materials sales dropped 7% in
a homebuilding market which has shown
volumes declining by 15%. Pipe sales were
21% down reflecting a dearth of major
infrastructural work.

Associated companies DPI and Unipipe
and inyestments contributed R2,8m to
earnings.

Group 'directors issued a cautionary
statement in November advising that sales
and profits for the first five months had
fallen sharply due to township unrest and
the failure of funds earmarked for low cost
housing to find its way into the market.

Everite’s conservative accounting poli-
cy resulted in an additienal R4,7m revalu-
ation depreciation over and above the his-

MARC HASENFUSS |

toncal provision of R74m.

The taxation charge (Rim) remained
high as a percentage of net profits as there
was no tax break on revaluation depreci-
ation, while the lower interest charge at
R892 000 (R1,3m) stemmed largely from
improved asset management. .

MD George Themas said management
succeeded in containing fixed costs at well
below inflation for the period under review
and that further progress was expected.
The company would continue to pay close
attention to asset management.

Thomas was mildly optimistic about the
future in view of the strong balance sheet,
and said the group was well positioned to
benefit from an economic uptorp.

He saw no short-term recovery for the
building and construction mdustnes, al-
though recent political developments and
the prospect of interest rates softening
were positive factors. '

The share was untraded yesterday at
250c just above its 240c low in March last
year. It peaked at 270c in August.
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THE building industry in
the far northern Transvaal
is almost ictally self-suffi-
cient in supplies and strug-
gling to meet market de-
mands.

Brickworks, sawmills
and stoneworks are capa-
ble of meeting the region’s
requirements, although ex-
traordinary supplies not
manufactured in the area
can be quickly transported
there by road or rail from
the PWV.

One company which has
managed to grow with the
times is concrete and
cement manufacturer Pe-
termix, which has served
the region for 14 years.

It was the first.to estab-
Jish a cement, bl‘gpding and

T

the PWV-based PPC cartel.

A second plant came on
line last year, providing Pe-
termix with additional butk

ders are

bagging fdcility"outside- of + -

facilities and railway sid-
ings.

Improvements to the ori-
ginal site include the laying
of 15 000m’ of concrete pav-
ing, the erecton of precast
walling on site, the con-
stritetion of a laboratory
and a 300m® office block
and the erection of a 400m?
change house and ablution
Mock for workers. BiPam

Streamlins Wx\\

A further 1000- tons of
bulk cementation storage
capacity and the laying of a
third railway siding formed
the second phase of the new
development and allowed

- the company to streamline

its operations. e
Petermix director Kéith
Baragwanath says the new
development has resulted
in a drop in shrinkage and
has improved service con-

e s B"T“\"""‘:’f!?. L
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ufficient 32
satisfied.

All seven cements pro-
duced at the plant have re-
ceived SABS approval and
are distributed to both in-
dusiry and retail outlets
within a 300km radius of
the Petermix plant, _ .

Baragwanath says the
company is gearing up fo
double ontput this year.

Increasing

tinuity, with the storage
and distribution operation
now at a single site.

The additional railway
sidings have given the com-
pany the capability of hand-
ling 46 rail-trucks with a
total bulk storage capacity
of about 3 000 tons.

Phase three of the com-
pany’s expansion include
the instailation of a second
cement packing machine
with an 8 000 pocket a day
capacity.

Baragwanath says the
original production target
was set to meet a predicted
market demand of about
3500 pockets a day, but
after six months in opera-
tion demand has.out: try,” he says... gwus
stripped capacity. *_ Pietersburg Crushers,

In order to“cutdown"Falso part of the Petérmix
waiting times, a second group, is the major siipplier
packaging plant, imported of high quality SABS 1083
from Germany, was in- certified road stone to the
stalled and market demand local industry. i

“We are looking at in-
creasing the production ca-
pacity of our general pur-
pose SABS PC 30 approved
cement, which is the most
popular and accepted
cement in the local indus-




would either pe soia erra-
sed. Metro will assume di-
mtrol of the company’s day-
activities.

json said other rational-
2 plans were that a singie

board with management
jthwould be concentrated in
'ore business, and Metro
' reduce borrowings by the
ation of assets — which
i save on overheads and
by at least R30m and reduce
ting assets by R100m.

said the rationalisation
| restore the group “to its
I pre-eminence” and it
! regain previous levels of
ability in financial 1992,

BASIL Read Holdifigs™ > the building,
housing, mining, property development
and civil engineering group — recorded a
29% drop in earnings in the six months to
end-December because of a large tax bill.

Although the group’s turnover showed a
strong advance and pre-tax figures were
still positive, an escalation in interest
charges and the tax lability, plus the
board’s own pessimism about progpects for
its various divisions, do not hode well for

neback’

e total taxed return of ;;rop-

trusts between 1982 and 1990
20,76% and for the JSE all
5 20,78%.

‘¥e advise people who want
ity and diversification to in-

ing either a direct investment
ingle property or participat-
property syndications.”
elds on property trusts were
A%er now than yields on com-
u\ ble physical property, and
should offer a buying eppor-
0 ¥ in the property trust seetor,
id.

in property trusts rather than.

year-end results. . -

Directors say in today’s interim report
that no upturn is foreseen in any of the
divisions this financial year and it Is un-
likely that the company will achieve the
growth that was expeeted. '

This is the first setback for Basil Read
since the management buy-out five years
ago. The group had achieved an annual
. compound growth rate of nearly 30% until
' this setback. Chairman Leon Dison was
still optimistic in the previous apnual re-
view as the group appeared to be weather-
ing the downswing towards the end of 1990.

The group’s net taxed income for the six
months to December declined to just over
R5m from the previous comparable half-
year’s Rm, equal to 35,1¢ a share (494c a
share). However, the interim dividend has
been maintajned at 10e, - . s

- Fleishmans’

FINDING “recessivii-proof markets”

Big tax and interes{ bills
hit Basil Read’s ez

!5\0&»1 W 2}4

| | L1z ROUSE [

Turnover increased by 62% to R277,8m
(R171,5m), but operating income rose by 4
much slower 33% to just under R12m
(R9m), narrowing the profit margin to
4,3% from 52%. .
+ Interest charges increased by 45% te
R2,9m. (just under R2m), Yeaving pre-tax
income up 29% at R9,1m (R7m). The tax
bill came to almost R4,1m (nil at the 1989
haliway stage and jumping to R6,9mn in the

‘year ended June 1990).

Directors report that the decline in the
profit margin was largely attributable to
the poor performance of the building divi-
sion in the Cape, while the housing division
continwed to smifer from high interest
rates, lack of bonds and political unrest,

Only the mining and property divisions
performed well in the past haif-year. The
civil engineering division did not fully
meet expectations.

Basil Read directors warn that the out-
look for the second half of the year is not
promising.

The award of a number of contracts has

‘been unduly delayed, making it extremely

difficult to plan for the future.
Basil Read shares came off 10c to 285¢
yesterday ahead of the release of results.

1ings |

to shift into higher gear this year

has allowed motor spares and acces-
sories distributor Fleishmans to shift
into a higher gear this year, says MD
Stephen Szewach.plﬂﬂbl L@I; [7, .
He says a hands-on approach and
aggressive marketing have ‘secured
lucrative niche markets,
Fleishmans, with its 81 stores, is
now fully controlied by Szewach. His
holding company, Fleipro Holdings,
bought out Broshore Investments’

t MARC HASENFUSS

Accessories represent a large part --

of Fleishmans’ business.

Szewach said in an interview at the
weekend he regarded “car acecesso-
ries” as far wider than the penerally
accepted definition.

Gimmicky add-on items were cer-
tainly “accessories”, but so were car
alarms, immobilisers, roof racks,
lighting kits, switches and hooters,

The recession had not halted de-

| the black taxi sector and enthusiasts,

- Fleishmans bad expanded into
areas such as Veereniging, Wynberg,
Springs, Kempton Park and Roode-
poert, all of which wereyell served
by taxis.

Although Flei was already
a discount retailer, Szewach said, fur-
ther deals were being made with taxi
companies.

He estimated turnover would
reach R40m for the year ended Jupe
1991,

minority interests for about R2,5m.

mand in this field, especially from
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nt challenge

Involvement of the

community is |
Third World needs

SQUTH Africa, in com-
mon with other develop-
ing countries, has a high
geographic concentra-
tion of industrial produc-
tion and an ever increas-
ing urban {)opulation
largely unable to afford
even the most basic of
needs.

The challenge facing the
new South Africa is to build
affordable, cost-effective
buildings with local materi-
als and using methods that
employ local labour, says
Aiken & Peat’s Social In-
vestment Unit senmior con-
suttant Ron Rees.

The social investment
unit was launched by Aiken
& Peat Management Ser-
vices in April 1990 “in
recognition of the impor-
tance of social investment
in southern Africa”.

Its mission is to assist
clients to economically, ei-
fectively and efficiently ex-
pend social investment
funds for self-sustaining de-
velopment.

Aiken & Peat is advising
clients suck as Eskom, Sa-
sol, Anglo American and the
Transkei Government in
strategic planning and pro-
ject management exercises
relevant to Third World de-
velopment.

Reports by
SUSAN RAMWELL

rameters for development
are aceeptability, commun-
ity involvement, affordabi-
lity, cost-effectiveness and
sustainability says Rees.

“In sub-economic devel-
opment, alternative stan-
dards and designs should be
explored. This implies the
provision of basic levels of
service combined with bal-
anced attention to other
factors which will increase
living standards and create
new opportunities,

Meyer, Pienaar, Smith,
Moren architect Francois
Pienaar says: “Architectur-
ally, the challenge is to re-
flect the socio-economic
and political values of a
new society in both private
and public facilities using
the limited funds available
to the building industry.”

But what is appropriate
to the new society with its
mix of First and Third
Worlds?

Rees and fellow consult-
ant Geoff Egner say high-
tech has different mean-

ings.

In the First World, it usu-
ally means minimised la-
bour, mazimised efficiency.
In the Third World, it is of-

logy which gives a new/mo-
dern/luxzurious impression.
For a building to be ap-
propriate, Rees and Egner
say there would have to be
an acceptable balance of
the following criteria. It
should:
C1Falfil the needs of both
owner and user;
O Be cost-effective in de-
sign and construction;
O Use local resources (la-
bour, skills, materials, fi-
nances and components);
OBe affordable for the
owners;
(O Be suited to the end user
operations; .
O Be maintainable and op-
erable by owners and users;
O Be environmentally com-
patible.
“There is a mistaken per-
ception that appropriate

‘buildings need less techno-

logical input. A high degree
of technological innovation
assists in achieving a build-
ing which has a good bal-
ance of these criteria.

“The term high-tech
building should not be used,
since there is such wide
misunderstanding of the
term.”

Rees says the next build-
ing cycle will centre on the
provision of housing and in-

‘frastructure for the labour

s key to

‘lie is aware of inappropri-

“of these facilities may be

force. Houging could be-
come the economic engine.
Pienaar says there is an-
other area where percep-
tions of what is appropriate
are critical.
He says the general pub-

ate spending on most public
buildings erected during the
'80s, From opera houses to
airports, luxury finishes
such a8 marble and deep
pile carpets and works of
art were lavished on them.

“1t is these impressions
that linger in the mind of
the man in the street and,
regretfully, the real value

overshadowed.

“For example, for the
educational and spiritual
upliftment of man, opera
houses, concert halls, the-
atres and art galleries are
absolutely essential.

“But for SA these build-
ings should reflect a_new
appropriateness. They
should be functional and
cost-effective without the
traditional upper-crust sta-
tus associated with them.

“Airports are not to be
seen as elaborate palaces
for flight, but as functional

facilities providing the
most effective means of
getting passengers and bag-

gage on and off aircraft.”

.|. “The most important pa-
N — a

ten taken, wrongly, to mean
- ] V.
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.rFor the fu'st tune since

I::the management buy-out

ifive years-ago construc-
"tion group Basil Read re-
*nported a decline in’ earn- -
f‘,'\lngs (S IRET TI
5, the six ‘months to
-end-December earnings
fell 'by..28 percent to:
-R9,02 million (R7,02 mil-

|- llon), ‘which translated to

‘éarnings .per- share of
35,1¢ (49,4¢). The interim.
dlw.dend ,was rnaintained
at 10c‘a share.

Turnover was up by a
strong 62 percent to
R277,9 million

. (R171 5 million) and
‘ operatmg profit im-
proved ‘by_33 percent 'to
. R12 million (R9,1 mil-
1i6n), ‘but the directors -
say ‘the: poor perfor-
* marice 'of the' Cape build-
ing division in partlcular
kit tlie’ group's proflt
‘margms ‘

The housmg ‘division
continued to suffer from
political unrest and high
‘interest rates, which par-
: tially; ¢ contributed: to the
" 4p percent rise jn. mter-
est " payments
.R2, 9 b11110n (R2 bﬂhon)

Lookmg ahead' to the
remainder of the. year

 the directors saywthe in- .

dusfry, was“facmg a
great; -deal of uncertain-

"been. reduced and intense
-competltmn was’ erodmg
margins.

MItlis, unhkely that
Basil ‘Read will achieve
the expected growth rate
in earnings this year,”
. the dlrectors say.

| ty.as the ‘flow of tender | -
- work'in- all sector had
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Grlnaker S poor.
no surprlse for™

| ZILLA EFRAT

THE 29% fall in inferim earnmgs
of Grinaker Holdings, the con-
struction and electronics group in
the Anglovaal stable, was expect-
ed by the market. -

- Yesterday, Grinaker’s share price
eased back 10c to its yearly low of
940¢ a share on the JSE, well below
its peak of 1 250c in March last year.

Following a 46%. earnings im-
provement in the year to June, Grin-
aker’s principal subsidiaries Grin-
aker Construction, Grinaker
Electronics and Siltek experienced
difficult trading and operating condix
tions in the six months to December.

It has posted attributable earnings
of R14,5m (R20,3m) or 41,6¢ (58,2¢c) a
share and declared a dividend of 10c
{13c) a share, down 23% and covered
42 (4,5) times.

For the same period, electronics
subsidiary Grintek, which holds Grin-
aker Electronics and Siltek, has an-

Grinaker

Share price, daily
close {cents}

Jul Aug SepOct NovdanFab

18 7 271816 15 7 5 26

Graphie: LEE EMERTON  Sourca~JSE

nounced a 35% fall in atiributable
earnings to R13,8m or 7,lc a share
and has declared a d1v1dend of 24c
(3c) a share.

Listed Siltek’s earnings were also
down 9% for the interim period to
December.

Order delays and cutbacks from by
major clients resulted in a modest
5% growth in Grinaker’s turnover to
R989,3m. Operating margins fell to
4,8% (6,7%) resulting in a 26% fall in

-COMF

howmg
bjpe- 12( 2[9).

operating profit to R47,3m.

While income from investments
was 18% lower at R8,8m, effective
asset management led to the interest
bill nearly halving to R4,8m {(R9m).

On a lower tax rate of 455%
(46,3%), taxed profits fell 20% to
R28m. The share of associated com-
panies’ earnings was 60% higher at
R710 000 and the amount paid to out-
side shareholders of subsidiaries was
6% lower at R14,2m.

During the period inder review,
the group strengthened its effective
holding in Siltek to 46,5% through
Grinaker Electronics’ purchase of a
further 1,6-miltion Siltek shares.

Attrihutable goodwill of Ri26m
has been set off against ordinary
shareholders’ interests.

Group MD Jack Saulez says be-
cause an upswing in business activity
is not anticipated in the short term,
Grinaker’s profit for the full year is
likely to be lower than that eatned in
the previous financial year, he says.
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M & R ancrsases b

; - Financial Editor
MURRAY & ROBERTS (M & R)
posted a 109 increase in attribut-
able profits from R67,6m to
R74,7m, for the six months to end-
December 1990.

Earnings a share rose 6% from
197¢ to 208¢ due to the larger
share capital.

The' interim dividend was in-
creased from 40c to 46¢ a share.

Turnover rose 14% to R2,24bn
from R195bn, while operating
profit before interest rose 9%
from R131,4m to R143,4m.

Tke. consolidated balance
sheet .reflects borrowings and
total liabilities at 22% and 121%
of permanent capital respective-

£ a = o, -

ly. Both of these are
the group’s internally
constraints. The group also had
cash recources of R130m at the
end of December.

CE Dave Brink said significant
acquisitions were made in the
period under review. These in-
clude 100% of the business of Fal-
con Engineering, 100% of the
business of Licence Mining, 100%
of the plant and machinery of
Megafilm, 100% of Concrete and
Brakpan Bricks and 50% of Tri-
crete.

Since the beginning of 1991 the
group also acquired 50% of Afbe-
col, bringing its shareholding in
the company to 100%.

w’

Xbout the prospects for the rest
of the year Brink said: “Most of
the group’s areas of operations
are affected by the deteriorating
economic eonditions which are
expected to continue for the rest
of the current calendar year.

“Consequently it will be diffi-
cult to achieve an increase in at-
tributable earnings over the pre-
vious financial year.

“In the light of the strong cash
and balance sheet position, how-
ever, it, is the intention to in-
crease the dividend for the year
in real terms even though this
will result in a reduction in divi-
dend cover.”
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CONSTRUCTION and civil engi-

e

?)1 ecember were R32m, which

Concor group expe‘ri-eﬁes another

neering group Concor enjoyed a
further surge in profits in the six

[ LIz ROUSE
Chairman Brian Murphy ex-

months to end-December, and #ects the results in the second

has declared an interim dividendey,
for the first time since 1984.

Earnings more than doubled to
26,7c (13,2¢) a share. An interim
dividend of 5¢c, covered 5,3 times
by earnings, has been declared.

The results are in line with
expectations, following the pre
vious year’s leap in earnings t
46,7c (24,2¢) a share, out of whicrg-
10c was distributed.

A strong order book, improved
quality and productivity, plus the
group’s healthy liquidity, ensured
further progress.

alf of the year to be as good as

“ those in the first six months,

which puts year-end earnings at
534c a share at least.

Concor’s excellent resulis are
in stark ‘contrast to the squeeze
being felt by other civil engineer-
ing and building groups which
have reported results recently.

The group achieved a 175%
rise in operating income to near-
ly R9m (R3,3m) on a 13% in-
erease in turnover (no turnover
figures are given).

Cash reserves at the end of

yielded a net finance income of
R2.5m (R573 000 in the six
months to December 1988%).

Although the tax rate in-
creased sharply as a result of
most assessed losses having been
utilised, the tax bill of R54m
(R916 000) has had no effect on
cash flow.

Concor’s policy has been to
build up cash reserves while in-
terest rates are at high levels.
Murphy has said the cash will
eventunally be used to fund acqui-
sitions.

Cash management has been
the main shift in mapagement
since the restructuring three

years ago, says Concor financial
director Graham Mullany.

The interimn results reflect the-
finalisation of large contracts in
the past six months. The civil
engineering division has done
particulary weil, says Mullany.

Concor has been wise to cut
exposure in the vulnerable hous-
ing seetor, and has avoided being
involved in speculative housing,
he says. In line with other con-
struetion groups, Concor is hav-
ing difficulties in finding work in
the road sector.

However, the order book is
healthy, ensuring a good cash
flow for some time to come.
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Concor pays
interim di@
Finance Statt§fey o9 ¢l24)

B ! 1
Construction group Conch has
declared an interim dividend
for the first time since 1984
after reporting sharply higher
attributable income for the six
months to December,

A dividend of 5¢ a share, co-
vered 5,3 times by earnings, is
being paid.

Attributable income in-
creased by almost 100 percent
to R6,1 million (R3,1 million) on
a 13 percent rise in turnover.

The tax bill, at R5,4 million,
increased substantially, as the
group has uvilised most of its
taxed losses.

Earnings a share improved

! by just over 100 percent from

13,2c to 26,7c.

By showing strong growth in
earnings Concor is defying an
industry trend of lower turn-
over and substantially reduced
profit margins.

Chairman Brian Murphy says

[ the group had worked hard at

improving its quality and pro-
ductivity over the last few year.

The continuing healthy liquid-
ity of the group is reflected in
the net accruval of K25 million
in interest income, while cash
reserves at the end of the period
stood at R32 miilion, he said,

Mr Murphy expects results in

i the second half to be as as good.
: as those in the first six months,
- despite difficult trading condi-

tions.

Chang

Py
By Ann Crotq@ 1,

A change of management con-
trol at Unidev, a R15 million
rights issue and the saie of non-
core assets should see the be-
ginnings of a significant rerat-
ing of the Unidev share price.

The restructuring, which ap-
pears to come at the instiga-
tion of Senbank, is given consid-
erable credibility by combining
the recapitalisation of the heav-
ily indebted Unidev with a
change in management.

The share, which reached a
high of 135c last year having
reached an all time high of 220¢
in 1988, is trading around 25c.

The new management team
will be headed by Jon Brett and
Alan Chonowitz who for the
past three years have been key
members of FSI's executive
team. The two will be resigning
from FSI at the end of March.

Change of control at Unidev
will be effected through the ac-

I control at Unidey;

e 0
Y1

quisition of Top-Hi which holds
79 percent of Unicon. Unicon in
turn holds 55 percent of Unidev.

A consortium consisting of
Ronnie Stein, Geoff Gryils, Ian
Hirschon, Steve Phelps, and
Lionel Willmore previously con-
trolied Top-Hi.

Now Top-Hi will be con-
trolled through a partnerskip
agreement between Senbank
and Mr Chonowitz and Mr Brett
who will have management
control of Unidev. They will
hold 60 percent of the equity of
Top-Hi and Senbank the re-
maining 40 percent.

Senbank CE Hennie Van der
Merwe, who describes the move
as a commercial restructuring
and not a rescue, says that in
order to succeed as an invest-
ment banking operation, Unidey
must have strong focused man-
agement in place and not de-
pend on interest-bearing debt
for funding.

b I
MR
el

The combination of the!
R15 million rights issue and the!
sale of non-core assets — which:
is expected to earn about an-
other R15 million — will mean
that the Unidev balance sheet

will be virtually ungeared, . |

The new management team
will proceed through two
phases. The first will he the
consolidation of the existing
core businesses, 2

Mr Chonowitz points out that'
apart from Prestige which!
needs to be returned to profit«
ability, each of the other core)
investments (Medicor 50 per-
cent; Equikor 40 percent; Hy-
perette 33 percent, and Rusfurn’
23 percent) are under good
management, i

The second phase will see the
acquisition of assets with fund-
ing help coming from Senbank.
But he points out that any debt
80 raised will be taken up by the:
acquired assets, 1

Imphold i
Finance Stasf Jjod 2 A9\

An improved performance by
all its divisions boosted earn-
ings at Imperial Holdings by
20 percent to R9,85 million
(R8,12 million) in the six months
to end-December.

On a turnover increase of
12,6 percent to R315 million
{(R279,7 million), earnings per
share rose to 17,55¢ (14,63c)

mproves all

while the interim dividend was
lifted by 21,7 percent to 7e¢
(5.75¢).

Commenting on the resulis
Imphold chairman Bill Lynch
said that higher market share
by Imperial Car Rentals offset
the volume decline in the car
rental industry and allowed the
group to achieve real turnover
growth.

In the motor division new and
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used car sales increased, while
cost control had a positive im-
pact on the performance of the
truck systems division, Mr
Lynch said. s

Imperial Group, which has ag
its sole investment a 75 percent
stake in Imphold, reported
earnings per share of 522¢
{43,9¢) and lifted the interiml
dividend from 17,25¢ to 20,6c a
share, "
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Cash-flush M & R raises
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[ CHARLOTTE MATHEWS H

CASH holdings of R130m and a strong
balance sheet have prompted indus-
trial holding company Murray &
Roberts {M & R) to declare a 15%
improved dividend in the six months
to December on a 6% increase in
earnings a share.

A dividend of 46c (40c) has been
declared on earnings of 208¢ (197c) a
share. Attributable earnings rose
10% to R74,7m from RE7.6m.

On turnover growth of 14% to
R2.2bn (R1,9bn), operating profit rose
9% to R143,4m (R131,4m). This re-
fleets operating margins of just
under the target figure of 6,5%.

M & R CE Dave Brink said in an
interview the decline in margins was
due mainly to lower capacity utilisa-
tion on lower volumes.

The division which had performed
most disappointingly in this period
was suppliers and services. It con-
tributed R26m {R34m) to operating
proiit.

“There is very low demand for
quarry products, ready mixed con-
crete and bricks,” Brink explained.
“In the brick industry especially,
prices are poor and demand is low,
reflecting the slowdown in low-cost
housing in SA. -

Nevertheless M &R had bought
three brick companies — Corocrete,
Brakpan Bricks and the remaining

Murray & Roberts

Share prica, daily close
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50% of Tricrete — in the last six
months, indicating its confidence in
the future of this sector.

Brink believed the engineering
division had the basis for sustainable
growth in spite of the recession.

M & R spent R60m on acquisitions
in the last six months — “and you can
expecl some more, mayhe some
major ones,” Brink said.

He was not pessimistic about the
next six months, but conceded it
would be a difficult time. “We are
getting closer to the time when we
dan say we made it through the
‘recession,” he said.

One of Brink’s objectives is to see
M&R shares recover blue chip
status.
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Poor conditions have persisted in both the
property market and the construction indus-
try, resulting in a weakened performance by
Otis, Though turnover for the year “slightly
exceeded that of the previous year,” operat-
ing profit was slashed by 63%, implying the
margin was more than halved from last
year’s 18,7% to about 7%.

The mix of business between new equip-
ment and modernisation of buildings shifted
in favour of the former, where most of the
losses occurred. In the two preceding years,
Otis had been active in the modernisation
and refurbishment of lifts in older buildings.
With a weaker economic climate, this busi-
ness tends to fall away.

The group also suffered some serious cost
overruns because of a combination of factors.
Some problems were experienced with esti-
mating, while cost control for both material
and labour was inadequate. Delays occurred
in a number of projects which, coinciding
with each other, involved significant over-
time pay.

Far stricter control measures have been
instituted subsequently, with fortnightly
rather than monthly checks, and project
management is in place for the larger under-
takings. Says MD Roy Markham: “We're a
lot more confident of the controls now.”

Also negatively affecting these results, but
aimed at improving the future performance,
were ‘‘restructuring expenses.” Costs in-
volved largely related to an early retirement
programme, while the company has been
recrganised on a sounder basis. Branches
now have more autonomy for commercial
purposes, while functions such as quality
control remain centralised. The reduced
overhead structure, with new product intro-
ductions, should enable the group to expand
the business.

Certain capital investments have been
made with the aim of establishing a sound
base for future growth. The factory has been
relayed and investments have been made in
new machine tools in order to improve prod-
uct flow, at a total cost of some R2m. A new
mainframe computer has been acquired for a

CHANGING DIRECTION
Year to Nov 1989 1990
Operating profit (Rm) ..., 17,2 6.4
Income before tax {Rm} . 16,9 59
Taxation (RM) ..c.ovvieriiens 8,2 3.8
Attributable income {(Rm) . 8,7 2,0
Earnings {c) ....ccoosnrininn. - 51,0 i2,0
Dividends {c) ................ 45,0° 12,0

"~
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similar outlay, which should help with plan-
ning and control. .

A sharp rise in the tax rate did not help
Otis’s performance. Otis has longstanding
commitments to certain corporate social re-
sponsibility projects, for which it received
negligible tax relief due to the reduced profit
level.

Looking to the current year, Markham

-feels the group could resume a growth trend.
“Since the beginning of December, we have
received some important orders. The bid rate
is.fairly active, but this depends on the devel-
opers going ahead with the buildings,” he
says.

“T expect that we will have a reasonably
lean first half, improving in the second half
and into 1992. Even so, with the improved
controls and monitoring that we have insti-
tuted we should see a recovery in our profita-
bility.”

The share price has tumbled from the 12-
month high of 390c¢ to the present 230c. It
looks worth holding ahead of a profit turn-
around that may result from tighter controls,

Gtihan Findlay
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TAX BLOW fim '
3y

Changes in Basil Read’s 1ax position have
had a significant impact on the building and
construction group’s bottom line in the six
months to end-December. Substantial as-
sessed losses still available in the first half of
financial 1990 ran out in the second half.
There was also a change in the group’s
accounting policy for deferred tax, from the
partial to the comprehensive method. The
result was a R4,Im tax bill for 1991 first-
half compared with nil in the year-ago inter-
im.
Operating income rose by 33%, off a 62%
rise in turnover, with margins sliding be-
cause of a poor performance by the building

I -

Eiwa V123 (C290)
' N

division in the Cape and low activity in the
housing division. Mining and property devel-
opment divisions performed well, but the
civil engineering division failed to meet ex-
pectations,

A 45% rise in the interest bill caused
further deterioration at the bottom line.
Gearing stood on 62% at December 31, up
from the 14% at last year-end. Management
says the year-end figure was abnormally low,

Construction of the waste recycling plant
at Robinson Deep dump in Johannesburg
will probably mean even higher gearing. No
upturn is expecied in any division this year,
and growth will remain below expectations.

The share trades on a 3 pee ratio, margin-
ally higher than some bigger construction
groups. Gerhard Slabber

- R —
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Mr R V CARLISLE: Mr Speaker, further
arising from the hon the Minister's reply, am I to
understand that he would be prepared to see
these buildings wherever there was a need—
turned into schools for whatever population
group, regardless of the group area they are

currently in. Bauaseed  S]3i0

The MINISTER: Mr Speaker, we have alrcady
applied ocur policy in that way and we shall
continue to do so.

Volks Hospital: use of facilities

*6. Mr K M ANDREW asked the Minister of
Health Services:

Whether all facilitics at the Volks Hospital in
the Gardens, Cape Town, are being used; if
not, why not; if so, (a) what are these facilities,
(b) which persons qualify to use them, (c) what
is the pereentage utilisation and (d) what was
the total cost of running the hospital in the
1989-90 financial year?

Wamsadd 12171 . B370E
#The MINISTER OF HEALTH SERVICES:
Yes;

(a) General medical services, a high care unit
and a rehabulitation unit;

{b) Al persons irrespective of race or sex;
(6) 61% at present;
(d) R3 488 000 for the 1989-90 financial year.

For written reply:

General Affairs:

(2) whether tenders will be or have been
invited for the construction of toll gates
and other buildings on the freeway be-
tween Brits and Pretoria; if not, (a) by
whom is the construction being done and
{b) how is the cost determined?

ramvact S3]q} moe
The MINISTER OF TRANSPORT: @

(1) Private contractors were asked to tender
to operate the toll gates on the Tsitst-
kamma, the Mariannhill, the Kranskop,
the South Coast and the Magalies Toll
Roads as well as 1o operate the toll gate,
the approach roads and the tunnel on the
Hugenot Toll Tunnel project. Private
contractors were not asked to tender for
the operation of the sections of the toll
roads on the N1, N3 and N17 which are
currently being operated for the South
African Roads Board hy Messrs Toll
Road Concessionaires (Pty) Ltd (Tolcon)
and Toll Highway Development Com-
pany (P1y) Ltd (Toliway).

(a) Agreements were negotiated with
Tolcon and Tollway for the aperation
of the toll roads and toll gates on the
N1, N3 and N17.

(b) (i) The two companics were estab-
lished when two consortia were
formed from four of the seven
road construction companies
who responded to an invitation
by the then Minister of Trans-
port Affairs for interested par-
ties to submit expressions of
interest in the financing, con-

Toll roads/gates: private contractors

25. Mr P H DE LA REY asked the Minister of
Transport:t flam sopA W_w: 1(z2
(1} Whether any private contractors"have

been asked for tenders to operate toll
roads and toll gates; if not, (a) why not
and (b) (i) in what manner certain com-
panies, the names of which have been
furnished to the Minister’s Department
for the purpose of his reply, were desig-
nated to build toll roads and operate toll
gates, (i) why were these companies
decided upon and (iii) what are the names
of the two companies;

HOUSE OF ASSEMBLY

struction, maintenance and op-
eration of national roads. Nego-
tiations then took place between
the Department of Transport,
the then National Transport
Commission and the two compa-
nies in line with Government's
policy of privatisation. These
negotiations resulted in agree-
ments being entered into with
the two companies to finance,
construct, maintain and operate
the relevant toll roads on behalf
of the State.

(ii} Asmentioned in (i) above, these
two companies were formed as
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two consortia from four of the The MINISTER OF NATIONAL HEALTH:
seven construction companics (1) The Department is presently poti T
\  who submitted expressions of e
Afw 3 interest after an macmm:os in this of compulsory HIV-testin .
. regard by the then Minister of Because of the so-called “\window-effect”
b Transport Affairs. Their sub- a negative HIV-test in an individual prac-
missions were evaluated by the tising high-risk behaviour may not be an
Committee of Ministers on Pn- accurate reflection of his HIV-status. All
vatisation and Deregulation, patients should therefor be seen as poten-
which issued certain guidelines tially infected. The key to occupational
by which agreements could be safety of all health care workers is there-
negotiated with the two compa- for based on the rigorous implementation
nies. of infection control measures mﬁ?n
(iii) Toll Road Concessionaires (Pty) Department promotes this. _.Mﬂ\mr_n M
Ltd (Talcon) and Toll Highway The ethical rules of the South African
Development - Company (Pty) Medical and Dental Council which at
Lid (Tollway). present determine among others that no
(2) No. medical practitioner may take a blood

(a) Labor Construction (Pty) Ltd as an
extension to an existing contract, that
particular company being on site for
the construction of the roadworks
between Atteridgeville and Valin-
daba,

(b) The costs were determined from
measured quantities, approved con-
tract rates and, where necessary,
negotiated rates which were checked
against current unit rates.

LA ol et e Hariaat Sl o e

Aids: legislation
84. Mr M J ELLIS asked the Minister

Health; Hamgaed siajq|

(1) Whether consideration is being given by
her Department to introducing legislation
making it compulsory for all patients
undergoing surgery in State hospitals to
be tested for Aids prior to surgery; if so,
what are the relevant details;

ational

(2} whether she will make a statement on the
matter?

B195E

sample for HIV-testing from a patient
without the patient’s permission, must
also be kept in mind;

(2) no.
Own Affairs:

Special education subsidies: cuts

19. Mr M J ELLIS asked the Minister ©
Education and Culture:

Whether any plans are being made to cut
special education subsidies for children under
the age of seven; if so, (a) why, (b) when and
(c) to what extent? FQ\SN_QSS_

w_ - B306E

The MINISTER OF EDUCATION AND CUL-
TURE;:

It is accepted that special school education is
referred to.

Yes, (a), (b} and (c) to the extent that has been
necessitated by the decrease in my Depart-
ment’s allocation in real terms and spread over
all sectors of the Department.

HOUSE OF ASSEMBLY




[

Process of g43@&7?:regulaéll;’111
building industry begi

CAPE TOWN — Major deregulation
has started in the building industry
which could eventually remove the
need for local authority approval of
building plans.

The first stage of the process is the
introduction of a newly rationalised,
less prescriptive set of national build-
ing regulations, published in today's
Government Gazette.

The rationalisation streamlines the
regulations substantially, reducing
the space they occupy in the gazette
from 700 pages to 38.

The amended regulations will stan-
dardise the fragmented system of
separate municipal regulations and
ease formerly prescriptive building
requirements without compromising
safety and health standards, Trade
and Industry Minister Kent Durr said
in a statement issued yesterday.

They are aimed at allowing devel-
opers and their designers more free-
dom to introduce innovative building
methods and alternative materials in

| LESLEY LAMBERT

order to contain costs.

Further down the line is the possi-
ble ntroduction of a system of self-
certification of building plans by ar-
chitects and engineers. Durr said the
matter was under consideration.

The SA Bureau of Standards would
conduct an opinion survey among
loeal auvthorities, the Institute of Ar-
chitects, the Institute of Civil Engin-
eers and the Association of Consult-
ing Engineers before any system of
self-certification was adopted.

Durr said the amended building
regulations were universally applica-
ble. Further guidelines for users were
provided by SABS codes of practice.

He said special rules could be
developed by the SABS fo accommo-
date different building materials.

Special provision was made in the
amended regulations for disabled
people, who made up more than 12%
of the population.

= |
|

Land reform p aper
is 'Eﬁod Ef)% ;cal siing
Political Staff

CAPE TOWN — Governme:nt 's White
Paper on land reform is to b tabled
in Parliament on Tuesday.

The paper will outline govern-
ment’s approach to land refisrm fol-

lowing the serapping e L and and
Group Areas Acts. (%

Government is expeeted to provide
protection for communally owned
land in rural areasand to p.ave the
way for peasant occupation of the 1,2-
million hectares of land owne-d by the
SA Development Trust.

This land, bought in terms: of the
1936 Development Land anct Trust
Act, was originally intend ed for
transfer into the homelands.

Government is expected to give a
green light to plans drawn up for
black farmers' development on this
land by the Development Elank of
Southern Africa.

Development Aid Minister Jacob
de Villiers said arrangements for the
disposal of this land would ap pear in
the White Paper.

Settlement board ‘a wa@!

Political Staff

ENPLOIT YOUR BUYING POWEI

CAPE TOWN — The DP has criticised government for
the “grotesque waste of money” resulting from the for-
mation and ope, gzjon of the two-year-old Free Settle-
ment Board. ( %31y

Planning and Provincial Affairs Minister Hernus Kriel
has disclosed hoard chairman Hein Kruger was paid
R243 671, while the cost of the board’s formation, fune-
tioning and hearings was R739 541. More than R150 000
was paid to other members of the board.

Lester Fuchs (DP Hillbrow) said yesterday that, even
after President F W de Klerk’s speech on February 2 last
year, government “continues merrily to spend taxpayers’
money on a process which is elearly on the way out”.

OUTSTANDING INVESTMENT/
LEISURE OPPORTUNITY.
SPAIN/MARBELLA AREA

Established UK developer 1s able to offer a imited numbe i of
compieted prestge front-line ‘beach and golf properties at a
30% saving
Can be purchased collectively or individually
Fax Principals direct on:
(Spain) 52 460149

nrd -y
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MURRAY & ROBERTS Fm ¢(3}q|
STILL CI.IMBING@

How long will it take construction group
Murray & Roberts (M&R) fully to regain
its blue chip status on the JSE? The share
price has recovered steadily from the 1986
trough and interim figures for financial 1991
reflect the continuing recovery.

The market, however, still seems to have
some doubts, M&R stands on a 6,8 p:e ratio,
lagging Barlow’s 8,3. It will be tough to
improve on last year's earnings, but M&R
last year produced earnings growth of 27%
against Barlow's 15% decline.

CE Dave Brink agrees it will be difficult to
increase attributable earnings for the year,
but M&R’s strong balance sheet and R130m
cash pile will make it possible to increase
dividends in real terms. Brink may be too
cautious. Interest shouid be lower for part of
the second half, borrowings are not likely to
increase and Brink expects M&R’s effective
tax rate to settle at about the 40% level.

The group had a good first half, with a 6%
EPS rise, despite a R71m capex programme
and acquisitions of some R60m. This was
mostly funded out of trading cash flow as
cash holdings reduced by only R37m from
year-end. However, group margins narrowed
in the first half from 6,72% to 6,41% as one
would expect in a downswing,

M&R does not disclose divisional margins
at the interim stage. However, four of the
five divisions showed improved contributions
at operating level, with the suppliers and
services division reporting a 24,5% decline.
Brink says land, sea and air services held up
quite well in this division. The depressed
results came from construction materials,
bitumen products and significantly lower ac-
tivity in design and project management —
especially with Mossgas nearing completion.

The industrial division remains the biggest
earnings contributor, with 27% of group pre-
interest profit, though its increase for the six
months was a low 4,5%. Construction, the
second largest diviston, lifted its operating

STAYING UP

Six months 1o Dec 31 Jun 30 Dec 31

‘89 90 90
Turnover {Rbn) ...... 1,95 2,06 2,24
Operating prof {Rm) 131.4 1695 1434
Attrib profit (Rm) .. 67,6 86,1 74,7
Earnings {c) .......... 197 247 208
Dividend {c) ... 40 92 46

X
Ew q{\‘g\l"'\\ Fo

ile the engineering
nearly 6%, while t .
‘c)ll'-o'ﬁ'tor'c:y produced a hefty 89% mcrc;s%_
misr:1 owing to Genrec’s excellent f“!rs_t_ z’s
??ox }lr:ebruary 22). The property il?; zliw
profit was up by 24%. L B0
Brink says the group Wil CO e o
spend capital and make acqm?‘l‘telgnib e
ix months M&R acquired f
%Tlt:osr: Engineering, Licence M1l'1§ng,1 ;:)dffgk
film, Corocrete, B'Il:akpatn ggﬁkﬁii:gczl A
’ . ] " . e .
out minorities in Tricre ol. Brink
i as strategic
views the brick takeovers g g
ed Corocrete/ Tricrete & .
?r:ll;)gle are not making money atf presie:‘:r;cé
The g‘roup will continue to leok for m A
markets and explore export opportumties.

The share rose from R18 in gllllile lz;s;:: gdear
to R30. It does not yet look fu G):”Erd ed.
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‘Value of civi

THE level of civil engineering con-
struction remained sluggish during
% the last quarter of 1990 despite the
year-end-rush to complefe contracts,
SA Federation of Civil Engineering
Contractors (Safcec) said in a state-
ment yesterday.
Tender activity and contract
awards in the fourth quarter were
low with a shortage of work in all

ranges and areas, Safcec executive,

director Kees Lagaay said. The total
amount of work declined further.
The value of new contracts award-

ed in the quarter under review to-

talled only R415m cornpared with the
over R600m recorded in the corre-
sponding period in the previous year.

R TR R R TR T AT I I s e
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{ MARC HASENFUSS

The January 1991 awards at R465m
were largely due to the R386m con-
tract for the construction of a 22km
delivery tunnel north of the High-
lands Water Project. The work is be-
ing undertaken by an international
consortium of which local group Con-
cor Holdings is a member.

Lagaay said a fairly large number
of new contracts had been noted dur-
ing February, but were mostly small-
to-medium (R5m-R10m), with only
one large award of R57m going to
Grinaker Construction for the con-
struction of a 9km section of the N2
near Guederland.

ntracts ‘low’ |

Many companies were retrenching
labour and some contractors had sus-
pended operations until prices re-
turned to acceptable levels, Lagaay
said.

Laagay said in spite of the slow-
down in the industry, suppliers’
prices continued to increase at a pace
unrelated to demand.

Looking at prospects for 1991, Laa-
gay dnticipated that only limited
funds for infrastructural develop-
ment wonld be made available in this
year’s Budget, and there would be a
dearth of work from mining and
manufacturing sectors this year,

The cessation of work on private
toll roads was a further setback.
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Although there was a slight pick-
up in work volumes'for the civil
engineering industry in recent

have little joy in the months

ahead with order books eontinu
ing to shrink. BD

According to a report from tiie
SA Federation of Civil Engineer-
ing Contractors (Safcec), the in-
dustry faces a year of stiff com-
petition; keen tendering prices
and a scareity, of new work.

“Contractors’ assessiment of
conditions is one of deterioration
and many companies are re-
trenching Iabour . and suspended
operations until prices return to
acceptable levels,” Safcec execu-
tive director Keith Lagaay says.
ited funds for infrastructural de-
velopment will be made available
in the forthcoming Budget and
that there will also be a dearth of
work from the miining and many-

months, contraeting companies.

“It is ‘expécted that only lim-

|Safcec reports downturn
By Frank Jeans Sfay 123 [

“A further setback ‘has been
the cessation of work'on private
toll roads,” '

In spite of the siowdown, how-
ever, suppliers’ prices continue to
increase at a pace which one con-
tractor puts it “totally unreiated
to demand”,

“It is fortunate that several
large schemes are now under-
way or due to begin in neighbous-
ing countries, such as the Lesotho
Highlands Water Project and the
soda ash and urbanisation
projects in Botswana,” says Mr
Lagaay. .

The major awards in Lesotho
were the contract for the Katse
dam at R793 million and the com.
bined contract for the two sec-
tions .of the transfer ,_tutn;el and '
the delivery tunnel South, total-
‘lihg K856 n%iioﬂ:" R tﬁ $

‘Fourth quarter contracts last
year totalled a very low
R415 million, a figure which was
outpaced by the R465 million
worth of contracts awarded in
January this year alone.

facturing sectors this year.
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SA’S
‘faces

MEETING the housing
and infrastructural con-
struction needs of a
modern society was a
massive challenge for
SA’s building industry,
Toncoro MD Errol Ruth-
erford said at a media
briefing in Durban.

Toncoro is the parent
company of brick manufac-
turer Corobrik.

“Builders can look for-
ward to unparallelled rates
of affordable housing con-
struction, but the time-
frame for this is still un-
clear,” he said.

Rutherford, who is presi-
dent of the Natal Chamber
of Industries, said govern-
ment had for some time
held back on infrastructure
because, with major
changes in the offing, future
needs could not be based on
existing demographics.

While the long-term out-
look for the building indus-
try should improve with the
imminent repeal of the

15\ Pauy ILI 3\‘1$

Reports b
PETER GALLI and CHARLOTTE MATHEWS

Group Areas Act, prospects
were presently oversha-
dowed by other socio-eco-
nomic factors.

The building industry
was headed for a similar
year to 19590, with no upturn
in sight, Rutherford said.

“The repeal of the Group
Areas Act represents such
a radical normalisation of
society that few people can
yet see through all the im-
plications it will bring.”

Affordability still re-
mained a key factor in the
housing market, he added.
Even with a long-term shift

more focused.

“It looks as though a sin-
gle ministry for housing is
on the cards, with a strate-
gy for nationa) housing be-
ing developed,” he added.

In an attempt to address
this problem, Corobrik has
developed a range of inno-
vative walling systems for
the low-income market.

Marketed under the um-
brella name of Corowall,
the systems are based on
the concept of single-skin
exterior walling.

“This new system means
genuine clay brick walls

idable task’

now became a wable optmn
in the low-income field.”

Nurcombe said Corobrik
had found a way to slow the
surging cost of low-income
housing by offering face-
brick as an alternative.

Using various options,
Corobrik had developed
four prototype homes te¢
test the system. The homes
cost an average of R32 000,
ineluding plumbing and
elecirical installations.

While the costs were
marginally higher than
concrete block, if mainten-
ance costs were taken into
account, clay brick became
the most cost-effective so-
lution, he said.

in wage patterns, there was
still a need for low rental
accommodation to meet
the needs of the lower in-
come group.

National marketing' di-
rector Keith Nurcombe
said SA needed one central
housing strategy that would
invoive less talk and be
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By Jﬁbh]ani Sikhakhape

Supreme Manufacturing
Holdings has turned an
interim loss into a trad-
ing profit for the full
year ended-December., ‘
Earnings were u
10,5 percent tp 2,1c from
1,9¢ in the comparable
nine months, byt no divi-
dend has been declared,
Chairman Edward
Ronbeck says trading re-
sults wers affected by
economic downturn, high
interest rates, lahour up-
rest and a lacklustre per-
formance of the building
and construction sector,
Despite this turnover

me 'réi?i;rng to
profit at year-eng

il ar T L} = 3 )

(R38,529 million) and due
0 improved margins

operating income was up !

4,5 percent - o |t

6,385 million from. J
R3,659 million. .

The group also map. '}
aged to reduce long-term 7

Orrowings  frém o
R18,3million = 'tq X
R10,5 million and. gear. |+
ing was lowered to .
46 percent (g3 bercent),  fe
+ Mr Ronbeck Says ad- [5
ministrative and finan. |7
cial control problems in Jfid

su bsidianes, Vietoria

Lewis, Insulated Struc- {4
tures angd Mewe Many- };
facturing have beep 5

i

identifieqd anq necessary J

still rose g5 percent to Corrective actigp has [:
R63,828 million been taken, sfra
et e i
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ABOUT 80% of compames?n\
[-the civil éngineering industry BHSIIIESS Tlmes REIJOI’tEI‘
expect poor busmess condi-
l-tibns thlS year i ebeors 4 oline'd in new orders and high--
‘Many, are’ etrenchmg ly, competxtlve pricing poli-.

i Jabotir and some- have sus- ° c1es'\ ’
pended: operations;until con- ¢, 7 The SA F ederation of Civil
“tract; prices ‘return to”more Englneermg Contractors
acceptable levels.: Ex ,._!,s?ysdthat“ Jn’ Sf’lte of -this

. ‘extreml " slowdown,, suppliers’ prices

togghhl? &gll:l?twhs %ﬂarter last “continue . to.rise. at a pace

year, when the industry faced. " which'seems to be unrelated

shrinking order books, a des . to demand, and while the sup-

= bly. -of Iabour, materials,,

‘ - ‘plant* and spares , remain

reasonab]e, good art1sans are
needed, "

Contracts awarded in !
January amounted to! R465--
~thillion, . but ' this’ mcluded a;
- R386-million: eontract’; .for
delivery tunnel for 't e
. Lesotho. H1gh1ands water.
prcuect Co
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JAN STEYN: Fund is

available to developers and communities

'Optimism greets
the IDT’s R750

Situwds o 13

ousing

THE constructipn industry
has reacted optimistically to
the Independent Develop-
ment Trust's R750-million
low-cost housing subsidy.

Group Five chief execu-
tive Peter Clogg says it's the
most positive step so far.

“It js perfect for a start
and a lot more practical than
some of the other schemes
put forward,” says Mr Clogg.

He added that the R7 500
subsidy for each serviced site
will do a 1ot to attract private
developers. The IDT plans to
provide 100 000 families with
gerviced sites.

To qualify for the full sub-
sidy, developers must pro-
vide waterborne sewerage,

' metered water, tarred bus
routes, graded minor roads
and water drainage.

WMr (logg estimates the
cost of such work on each site
to be around R9500. “The
subsldy would reduce this to

R2 000, Add to this-the-cost of |

Yiie 1add; the current costtoa
family will be R3 000 instead
of R13 000.

; “Certainly we would be
looking at accommodation
one step above squatting,
where earnings are below
R1000 a month”

Heads of families who
carn less than R1000 &
month, who have dependants
living with them and are over
21 will qualify for the subsidy
of R7 500. They must, howev-
er, he first-time property

| OWners.

Beacon

IDT chairman Jan Steyn
says the subsidy scheme will
t he available to commeyxcial
| develgpers, utility com.
panies, community-based
housing organisations and
local and provincial authori-
ties.

He says financial con-
straints and other demands
on the trust have limited the
money aliocated to R750-mil-
jion. No additional funds for
new housing subsidy schemes
for the lower income grouns
are expected from govern-
ment in the 1091/1992 finan-
elal year.

The SA Housing Trust
deseribes the subsidy scheme
as o heacon of hope, but cau-
tions that it will be some
time before the administra-
tion and support procedures
are operational.

subsi
By DIRK TIEMANN

Managing director Wallie
Conradie says potential bene-
ficiartes should not be dis-
ilinsioned if the subsidies did

not materialise as 500028 eX-
pected.
“One has to istic

when it comes to the practi-
cal issues surrounding imple-
mentation in 28 untested
market,” he says.

!




Factors that m-:_umnm-o:‘jw._ﬁwﬁ_sma patterns

PROPERTY professio-
nals are often too pessi-
mistic or too optimistic,
and this is caused by
fear of the unknown.

Fortunately, says Board
of Executors’ Nikki Vontas,
the property market iy rel-
atively predictable if one
analyses the factors driving
the industry.

“Examine these and it's
possible to assess their like-
ly Impact and the effect
they may have on invest-
ment patterns.” :

Factors influencing the
property indusiry are inter-
est rates and investment
yield requirements, huild-
Ing costs and construction
activity, supply and de-
mand for space and the im-
pact of this on rental levels,

The initial return re-
quired by investors affects

the value of properiy. While
this is influenced by the in-
terest rates, they have re-
mained remarkably consis-
tent within fairly narrow
bands over the last seven or
eight years.

" “For example, returns
for decentralised, multi-let
offices have remained be-
tween 9,5% to 11,5%, with a
few exceptions changing
bands on returns as low as

8% and a.m$g
"~ Historica

“On the other hand, if we
use the histerical yield of
property unit trusts against
property investment yields
during the past five years,
there is a fluctuation from
7,1% in September 1937 to
12,6% in June 1986.”

Vontas says the influence
of interest rates is not so

Blpcy e

much on the return thdt an
institutional investor looks
for, but more on the amount
of money available to he
invested.

“During times of high in-
terest rates, many invest.
ment managers are content
to keep their money in near
liquid form, but as interest
rates fall, they look to the
equity and property mar-
kets.

“Private investors, on
the otker hand, are more
aware of the effects of
gearing, angd thus the bond

rate has a greater impact ,

on this market”

On’ building costs and
construction activity, he

"says: “At the end of 1989, -

the value of plans passed
for the development of
commercial and industrial
properties was in decline

compared to 1988,

“There is an indication of
further erosion of contrac-
tors’ profit margins, and in
areas where new develop-
ments compete against ex-
isting vacant property, it's
impossible to break even
when comparing market
value to the cost of the

property.”

Understood .

Having analysed profit
margins of major construc-

.tion divisions, it is easily -

understood why most con- °
struction companies have
become developers,

This way, they can com-
pensate for the effect of
stagnating real net margins
on earning through reten-
tion of the development
profit.

When it comes to supply

and demand for space —
and rental levels — it's ne-
cessary to differentiate be-
tween retail property, of-
fices and industrial space,

“Over the last few years,
a number of retail shopping
centres have given inves-
tors an excellent hedge
against inflation because
rentals are linked to retail-
ers’ turnovers.

“For this reason, as infla- -
tion increases, so will a -
shop’s turnover, and rental
rises even though there
may be little real growth

for the retailer.”

However, there is con-
cern that in most of the
major cities white areas
are close to capacity, other
than for small convenience
centres. '

“Increasing costs, great-
er competition and the need

NIKKI VONTAS
to increase trading densi-
ties are concerning retail-
5-»-

For this reason, Vontas '
says there is demand for
owners to refurbish shop-

* ping centres developed dup-

ing the last 10 years in
order to increase their
market share.
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Neighbouring

countrie
expansio

Pansio
SOUTHERN Africdn is
viewed by many lecal com-
panies as the most obvious
market for expansion —
especially when times are
tough at home.

The building industry is
no exception, says Building
Industries Federation of SA
executive director Neil
Fraser.

“Southern Africa is seen
as a Jogical growth area for
larger contractors —
smaller operators have mo-
bility problems at the best
of times, so it is the larger
operations which are look-
ing further afield.

Risks

“Also, working in foreign
countries has some risks, so
the right organisaticnal
and other structures need
to be in place, and this is
normally only possible for
larger contractors.”

- He says Bifsa is offering

training to builders in
various southern  African
countries.

“Discussions are under-

way with some government
agencies and more are
planned.
. “We'd like to reach a
point where more people
realise that building labour
is highly mobile and, with
the necessary training,
building standards can be
maintained from one coun-
try to the next.

“With this in mind,
there’s a necessity to ex-
pand our training and we're
offering our programmes
to other countries.”

Discussions are heing
held with authorities in Bo-
tswana, Lesotho, Swazi-

f'efj{ ‘
‘5?_
areas

H

NEIL FRASER

land, Namihia, and in SA’s
own independent states.

Later this year, plans are
to investigate prospects
Malawi, Zimbabwe and
Mozambique.

Although such initiatives
are to be welcomed, Fraser
says they are also essential
with SA’s wild swings in
building activity.

“The building industry is
at the end of the develop-
ment chain. We're unable to
dictate the rate at which
buildings come on stream,
so must weather the
tmughs_ ' el

“Through greater con-
tact and interaction with
other couniries, the cycles

‘could be smoothed out to

some extent,” he says,

Although there is more
activity on the housing
front, this does not assist
the labour problem.

“The commercial and in-
dustrial property builders
aren't necessarily geared to |
handle demand for housing
labour,” Fraser says.

-
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TO GET a holistic view
of future building activ-
ity in SA, one can't dis-
count that the country is
experiencing the most
dynamic period in its
history.

BMI Building research
strategy consulting unit
MD Dr Liewellyn Lewis
says some internal factors
which can cause trend
preaks and affect develop-
ments in the building indus-
try include the pending re-
peal of the Group Areas,
Land, and Population Reg-
istration Acts.

Upliftment

Others are the introduc-
tion of VAT, the R3bn social
upliftment programime, the
political negotiation pro-
cess, population growth and
rapid urganisation.

“Looking at SA’s GDP for
1946-1990 at constant 1985
prices, some salient points
are observed.

“Real economic growth
averaged almost 6% a year
in the ’&0s, and slowed to
just over 3% ayear in the
708,

“By the 80s, the growth
rate had dropped to 15% a

ear-”

For public, non-residen-
tial investment, the record-
ed growth for the '60s and
70s corresponded closely to

LLEWELLYN LEWIS
GDP trends. During this
peried, public authorities
and public corporations un-
dertook huge investment
programmes.

“The decline after 1875
was the result of Minister
Owen Horwood’s measures
to curtail overall public
spending.

“During this period, cap-
ital spending was cut se-
verely, but expenditure
(salaries, wages, defence,
efc) rose relentlessly.”

Reserve Bank data
shows the trough was
reached in 1988.

Forecasting investment
in non-residential buildings
up to 1995, Lewis says pro-
jections seem conservative
because of the backlog of
black schools and hospitals,
but government has reiter-

ated its commitment to
strict financial diseipline.
From investments of
R1 662m in 1989, this grows
to R1806m in 1992, and to
R1 834 in 1995.

Looking at investment in
offices, shops, factories,
warehouses and other
buildings between 1946 and
1989, the violent fluctua-
tions from one year to the
next is clear.

“0f significance, howev-
er, is that even taking the
violent fluctuations into
account, the long-term
growth rate is 3.9% which
is higher than the popula-
tion growth rate and that of
private housing.”

Lewis says this is be-
cause investment in private

‘non-residential building

represents the creation of
wealth in the economy
compared merely with the
provision of shelter.

“It's also interesting that
the downturn of 1986-87
meant the level of invest-
ment in this sector was be-
low its recorded level al-
most a decade earlier.

“Byt 1988-89 showed a
sharp turnaround. The cur-
rent relatively high level of
contractors’ workloads
shows work that was start-
«ed during these years and is
now nearing completion.

“New work is scarce and
tendering between contrac-

tors is becoming cut-throat.

° ® @
ic period ™

It's expected that the 1991
downturn will be severe,
with strong revival only in
1993-95,” he says.

From estimates avail-
able, the commercial sec-
tor is expected to g0
through a trough in 1991
and only recover to 1989
Jevels by 1993 and peak in
1994 at 138% of the 1990
level.

Climbed

From 4 537m*-of private,
pon-residential buildings
being built in 1986, the
figure climbed to 6 170m? in
1990, but is expected to fall
to 5 600m? in 1992, and then
rise in 1994 to 7250m’ be-
fore falling again in 1995.

“Ag far as the industrial
sector is concerned, we pro-
ject the trough will be
reached in 1992, and this
could be 30% down on 1950
figures.

“Phe peak of the next up-
swing phase will, like the
commercial sector, be in
1994, but will only be equal
to that of 1989.”

According to a recent re-
port, vacancies in the in-
dustrial townships are
“low” to “medium”.

This indicates there is al-
most an eguilibrium be-
tween the demand for and
supply of industrial build-

ings.
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in residential
buildingd 3% .
THE general uptrend in
buildings completed, which
increased by 11% between
January and November
1990 compared with the

same period in 1988, was
mainly due to the construe-

tion of non-resideptial
buildmgs.%
Boland k'8 March

1991 Focus on the Property
Market says capital expen-
diture on residential build-
ings has been a relatively
small component of total
gross domestic fixed
investment since 1984.
But, Boland Bank says,
the decline of 3% to 4% in
the real value of plans ap-
proved for both residential
and, non-residential con-
struction in the first 11
menths of 1990 over 1989
indicates a further slacken-
ing in %ié%i&g activity in
1991/92. D‘o\! \1
The avkrage ris 31I“he
cost of housing measured
by the CPI fell to single
figures in 1990 as a result of
the stability of financing
costs and levelling off in
building ecost increases.
“The pressure on the
financial position of the
average South African is
clearly reflected in the
weak performance of the
residential property mar-
ket since the first half of the
eighties,” it comnments.
“Inhibiting legislation
and socio-economic insta-
bility in the black town-
ships during this period fur-
ther restricted activities.
“During the next year so-
cio-economie risks will re-
main a decisive factor re-
garding the development of
underdeveloped areas,”
Boland Bank expects a
revival in the property
market by mid-1992 at the
earliest,

[Little growth

- —— — - »




1991

Propert&@g@;ﬁ@n

th \goad t%{ecovery’

THERE are sig thgt‘gl}pro grty market may recover
from its decline much sooner than expected, says Cam-
don’s Group MD Scott McRae. .o

This view is based on news that the trend in building
plans passed for residential properties has moved from a
5% decline in 1989 to 2 129 increase in the first nine
rnonths of 1990, he says. .

“The figures released by Econometrix, the consulting
economists, show there is now a strong case for an early
relaxation of interest rates to provide the impetus for
resurgence of the market,” McRae says. !

The increase in building plans is a positive sign and
shows a recovery of ihe market is on i{he way, he adds.

“However, building plans passed are not necessarily
buildings begun. A drop in interest rates and an improve-
ment in business conditions would probably be needed
vefore ihe full benefit of the intent represented in the
figures is realised,” McRae says. . T

The SA property market should see the start of a
strong recovery by about mid-1991. This will be spurred
by any further decline in bond rates, he says.

A 1% drop in the bond rate was annonnced by the
major banking institutions after Reserve Bank Governor
Chris Stals's 1% Bank rate cut on March &. P

In addition, expatriates who are living and working in
SA could turn political and economic trends to a profit of
as much as 30% in the short term by investing in SA
property now, McRae says. ‘ -

“Now is the time to invest before the conditions for
such investment are no longer as favourable,” hie adds.

Of the more than 9000 immigrants in the first nine
months of 1990, about 40% applied for permanent resi-
dence. “There are three essential reasons for a potential-
ly excellent return for such investors: the present artifi-
cially low price of SA properties in world terms; the
similarly artificially low value of the SA rand and the
natural escalation in vaiues of properties in SA"

If one accepts that SA’s new political dispensation will
lead to an inflow of capital and an improvement in the
economic climate, then property values must rise, he
says. ‘ LT
If a 10% increase in the value of the rand is assumed
and a 10% improvement in home values and a conserva-
tive increase due to inflation, an expatriate investor in
early 1991 could see & 30% tax-free return on his money
within a short period of time, he concindes,

—————




HE National Association
f Home Builders (NAHB)
esterday encouraged peo-
le planning to build homes
1 the near future to “move
agt” to beat the September

deadkine for the intro-
uction of VAT. (& 5
“In light of the coffirma-
on by Finance Minister
arend du Plessis that VAT
ill also apply to housing at
the full rate of 12%, our
essage to the homebuild-
iffg public is to move fast”
HB executive director
Johan Grotsius said.

He said this wonid also

Homebu&lders w%ped
to get in bef ore'

LBusinals Day Reporter ]

apply to those considering
alterations or additions.
“At a VAT rate of 12%,
home building costs will in-
crease on average by be-
tween 6% and 8% after dis-
counting’ the i t of

GST,” he said, r A I

Hesaid the a
pense on a dwelling costing
R100 000 would be R6 000.
The home owner would
have to contend with’ in-
creased deposit require-
ment and monthly bond
repayments.

The NAHB wag dlsap-

pointed the Minister did not, [

give. some indication of
future policy regarding |
housing subsidies,

Grotsius said the indus~
try could not adapt over-
night, thus advance infor-
mation on home fmancmg
and policy changes was jm- |
portant. oy

On the posmve snde he
said the allocation of Rgﬂm
to the Department, of
ning, Provineial. Affa:u:s.
and National Housing and:

‘—wﬁ-qv-

R100m to the Department ]

of Development Aild (of
which R70m was allocated

for education), clearly sig- |
nified the recognition by [

government of the unpor-
tance of housing in the pro-
cess of social uplifiment
and political reform. *
“The 2% point reduction
in company tax to 48% is
widely acclaimed although
it remains a disappoint-
ment that quicker progress
could not be made in
achieving the target future

of 40%,” Grotsius said.

onal ex- -




CAPE TOWN — Government
passed up the o portunity of
creating thousands of jobs and
building stability by not plac-
ing greater emphasis on hous-
ing and allocating it more
money, DP Finance spokes-
man Xen Andrew said.

He said yesterday the Budget
fell far short of what was required
to manage successfully the transi-
tion to an equitable and stable SA.

The amount provided for hous-
ing in the Budget dropped from the
R1208bn in the 1990/81 financial
year to R1,087 in the coming year.

An Independent Development
Trust housing spokesman was in-
credulous that the amount allocat-
ed for housing did not come up to

| expectations.

[ enwv paooock |

He said it was cheating to con-
flate this year’s Budget with un-
spent allocations from previous
years.

Andrew said: “We needed a Bud-
get for a new SA and for all 35-
million people. This Budget just
does not get there.”

He said Du Plessis’ analysis of
the problem was correct but the
allocations did not match it.

He said Du Plessis, through the
housing issue, would have heenina
good position to give teeth to
President FW de Klerk’s reform
initiatives by creating thousands
of jobs and thereby sustaining
growth.

Tt would alsc have gone a long

POLITICS

way towards addressing poverty.

He said the private sector would
have been involved in construction
and in financing.

He said the building industry
was already operating under capa-
city and this would have injected
growth in that sector as well.

“RBut instead the allocation by
the state for housing is down on
last year’s Budget and it ismorea
helding operation than a plan to
move forward,” he said.

And yesterday the Labour Party
decided it would be putting for-
ward proposals during the com-
mittee stage of the Land Reform
Rills that persons who had rented
their houses for more than 15
years be given them and the trans-
fer costs borne by the state.
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SAP members: convictions
76. Mr A J LEON asked the Minister of Law and
Order: Wansaed 2243)4)

How many members of the South African
Police were convicted of (a) murder, (b)
culpable homicide, (c) assault with intent to do
grievous bodily harm and (d) common assault
in 1987, 1988, 1989 1990, respectively?

B218E
The MINISTER O AND ORDER:
(a) Murder
1987 — 3
1988 — 22
1989 — 27
1990 — 11
(b) Culpable homicide

1987 — 30 members (of which 11 were
involved in motor collisions)

1988 — 48 members (of which 20 were
involved in motor collisions})

1989 — 45 members (of which 14 were
involved in motor collisions)

1990 — 35 members (of which 11 were
involved in motor collisions)

(c) Assault with intent to do grievous bodily

harm
1987 — 84
1988 — 119
1989 — 136
1990 — 77
(d) Common assault
1987 — 345
1988 — 420
1989 — 338
1990 — 295
Note:

Although there has been a drastic decrease in
1990, in comparison with 1988 and 1989, in the
appearance of convictions against members
for offences of this nature, the situation is still
not satisfactory, and to the Commissioner, the
South African Police and myself it remains
totally unacceptable.

Steps are being taken to make members aware
of this unacceptable state of affairs, to warn
them against such deeds and the committing of

HOUSE OF ASSEMBLY

such deeds, as well as to impress upon ther
the fact that it has a negative influence on the

positive image the South African Police are
striving at.

The conviction of these members, after the
investigation was done by the South African
Police is striking proof that such conduct will
not be tolerated and that ali investigations are
done in a proper and impartial manner.

145.

2

Transport:

N3 toll road: cost/toll money
Mr W U NEL asked the Minister of

Ve 224 3\1]

(1) In respect of the N3 toll road between

Heidelberg (Transvaal) and Pieterma-
ritzburg for the latest specified 12-month
period for which information is available,
(a) what was the total cost of (i) operating
the toli plazas, (ii) maintaining the stretch
of road in question and (iii) the further
construction work on this section of road,
(b) what total amount was collected in toll
money and (c) what is the estimated
monetary value of toll money forfeited
through toll concessions to members of
the public;

whether, with reference to the above toll
road and 12-month period, his Depart-
ment paid over any money to a ceriain
company, the name of which has been
furnished to the Minister’s Department
for the purpose of his reply; if so, (a) what
is the name of this company and (b) how
much was paid over in respect of (i)
operating the toll plazas, (i) maintaining
the stretch of road in question and (iii)
further construction on this section

of road?
2 @
> B411E

The MINISTER OF TRANSPORT;
(1) (@) (i) The total cost of operating the

three toll plazas situated on the
N3 between Heidelberg (Trans-
vaal) and Pietermaritzburg, ie
Wilge Toll Plaza, Tugela Toll
Plaza and Mooi Toll Plaza
amouated to R3 397 142,00 for
the 12-month period ended
30 June 1990. This figure ex-
cludes the allocation of any
Head Office overheads and

=

Route Office nuvn_.wnm not di-
rectly attributable to the toll
plazas.

(ii) The cost of maintaining _.&n
stretch of foad in question
amounted to R2 709 026,00 for
the 12-month period ecnded
30 June 1990.

(iii) Construction costs on this sec-
tion of road amounted (o
RI53222 000,00 for the 12-
month period ended 30 June
1990 and includes plaza con-
struction costs.

(b) The total amount of toll money col-
lected for the 12-month period ended
30 June 1990 amounted 1o
R44 045 894,00 (after concessions
and discounts).

{c) Toll money forfeited through toll
concessions amounted to
R1 270 060,00 for the 12-month
period ended 30 June 1990.

(2) Yes, the Department of Transport did

pay over money to the company men-
tioned in {2)(a).

(2) The name of the company which
financed, constructed, operated and
maintained certain sections of the N3
as a toll road as agents of the State, is
Toll Road Concessionaires (Pty) Ltd
(Tolcon).

(b) (i), (i) In terms of the State’s agree-
ment with Tolecon an amount of
RA44 145 053,00 (equal to the toll
income and sundry income collected
on this section of road) was nwE to
Tolcon towards meeting their ex-
penses incurred on the toll road for
the financial year ended 30 June
1990,

The expenses incurred by Tolcon on
this section of road are as follows:

— Plaza operating costs R3 397 142
— Route overheads R474 323
— Route mainienance R2 709 026

—- Route services R62% 024

1] ]
— Shar

orporate office
cosls R2 228 895
— Share of promational
costs P R311 428

— Share of training costs R528 667

— Share of interest
CQsts R34 860 747
R45 139 252

The shortfall of interest was capitalised
by further borrowings.

(iii) No money had been paid over 10
Talcon by the Department of
Transport in 1espect of further
construction costs on the N3 tofl
road between  Heidelberg
(Transvaal) and Pietermaritz-
burg as construction costs arc
financed from money market
loans procured by Tolcon as an
agent of the State.

Military hospitals: bed eccupancy rate
157. L1-Gen R H D ROGERS asked the Minis-

ter of

Defence:  PeaunGhesd Hﬁw_ 1)

What was the average bed occupancy rate in

military hospitals in 19903

B401E

The MINISTER OF DEFENCE:
54,4%

194, Mr L F STOFBERG asked the
Trade and Industry and Tourism:¥

0]

@

SA Co-ordinating Consumer Council
inister of

What amounts have been (a) voted fo the
South African Co-ordinating ﬂoam__n._m.a
Council and (b) generated by this council

itself since 1985, bam8eed P.L w?_ .

whether he is the only member of the
Cabinet who is authorised to concern
himself with the implementation of policy
by this council; if not, (a) why _._oﬁ.m:ﬂ_ (b)
what other members of the Cabinet are
authorised to do so;

{3) what procedure is adopted in appointing a

chairman for the said council?
BS47E
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BR.ICK HOUSE: A three-bedroom showhouse
built with single-skin walls in a township near
Tongaat in Natal.

8
Single-skin %
walls ge
go-ahea
cheap housing

By VIVIEN HORLER, Staff Reporter

A NATIONAL brick company has unveiled a
low-cost house-building option involving “sin-
gle-skin" (single layer of hricks) exterior
walls — until now not generally allowed.

Corobrik said its breakthrough had been ih get-
uing official acceptance from the South African
Bureau of Standards and the Agrément Board for
single-skin exterior walls as thin as 9cm.

This coincides with the announcement by Minis-
ter for Trade and Industry Mr Kent Durr of a huge
reduction in red tape surrounding building regula-
tions to allow developers and builders to be more
innovative and to build more cheaply.

Mr Durr said the new regulations would be an

: “effective tool to
control standards
aimed at ensuring
the health and
safety of occu-
pants of buildings
while allowing
developers and
their designers as
much freedom as
possible to intro-
el duce new building

. methods and al-

STRENGTH: Reinforced ternative materi-

piers provide .extra als to control

strength to single-skin brick cost”. .

walls where necessary. hoﬂszg“;c}g’s‘ls 2?12

vears if all South Africa’s people are to be decent-
ly housed, says Mr Keith Nurcombe, national mar-
keting director of Corobrik. -t
“Yet in 1989 just 74 000 new houses were built.
This just isn't enough. The housing problem in this
couniry is a huge one. Urban drift has become ur-
ban gallop.” ‘ . ‘;
Unveiling the new single-skin building method to
journalists, Mr Nurcombe said it was essential
that the government adopted a national housing
strategy. "
““Phere are huge expectations out there and I be-
lieve that any government that doesn't deliver the
goods will be in trouble. The lack of a housing
strategy has caused more than one change of gov-
ernment in Britain. . P

Regular maintenance

“Any government that does not make affordable
housing possible is going to be in trouble.”

Cement blocks are associated with the building
of low-clost urban housing, because claybricks are
more expensive. .- ‘

Yet, according to Mr Nurcombe, in the long-
term claybrick may be more economical because
brick houses do not need the same regular mainte-
nance and painting. Claybrick tends to have betier
heat and noise insulation properties, and is seen as
an upmarket building material. T

Single-skin exterior walls further reduce the
cost of claybrick housing because fewer bricks and

The building system has won approval from the
Agrément Board, a statutory body which judges
the quality of low-cost schemes and sets minimum
acceptable norms.

The wailing system also meets National Build-
ing Regulations eriteria as far as water-penetra-
tion properties are concerned.

range need to be built every year for the next 10-

less labour is needed. Only average building skills,
are necessary, says Mr Nurcombe. g

p—




PROPERTY—

Professionals take
2 new, approach

THE TOUGH momm c11mate and
increasing competition are forecing
property professionals, such as archi-
tects and quantity surveyors, to re-
examine their traditional roles.

Traditionally the professionals waited
for clients to come to them — until recent-
ly they were not allowed to advertise their
services at all — and performed the work
they were cornrnissioned to do.

Now many firms and individuals are
actively seeking work. They find land, de-
sign a suitable development and some-
times even find the tenants. Then they go
to the institutions with a feasiblé scheme,
Some firms will even finance and complete
the development and then sell it on to the
institution.

“I think this is happening because there
are relatively few big developers in a very
large industry,” architects Stucke Harri-
son director Dave Roberison says.

“Profit margins on property get smaller
in an economic downturn, and only large
institutions can afford to carry the lower
initial yields. These institutions are inun-
dated with applications from professional
firms to do their developments for them.

“Between Party A, who only wants to do
the project, and Party B, who has already
secured the land and the tenants, Party B
is more likely to get the commission.”

Robertson emphasised that this trend
was oceurring in speculative commercial
property developments. Corporate head
offices, universities and similar schemes
still needed professionals as before.

Stucke Harrison, among other practices,
has a separate property company called
Stucke Harrison Projects.

Quantity surveyors Norval Wentzel sen-
ior pariner Louis Norval says he is leaving

s by ———
CHARLDTI'E MATHEWS

the firm to head a property development
company, Parkdev, because of the conflict
he perceives hetween the tradifional role
of the professional and the entrepreneurial
role.

“You have to be elther a professional or
a developer,” he says. “You cannot be both.
The professional has insider knowledge
into the developer’s way of operating. You
get to the stage where you are in coufhct
with your clients.”

One of the first professionalis to start his
own property development company is Of-
fice Accommodation Investments (QAI)
chairman Konstant Bruinette, former head
of consulting engineers Bruinette Kruger
Stoffberg.

“Infrastructural development in SA is
far advanced,” he says. “There is not the
same need for the old professionals in the
new SA as in the past and this is why people
are leaving the professions. You can see
this in falling enrolments at universities.”

On the developers’ side, Retail Interna-
tional chairman Joe Bentel agreed that
professionals would find a conflict
between the old and new approaches.

“They may have to sacrifice the letting
fees, the development fees and some of the |
other fees that go to the developers just to
get the architectural project off the|
ground. I imagine they wounld find them-
selves in an invidious position.”

Retail Property Projects MD Mike
Crawford, however, sees no problems in
the more “pro-active” approach of profes-;
sional firms.

“It justifies our emponing them,” he
says simply.
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DIFFICULT conditions in the
consiruction industry resulted in
a sluggish performance by the
Basil Starke Group (BSG) in its
financial year to December 1990,

Earnings were up only 4% to R3m
{R2,9m) or 33 9¢ (32,5¢) a share on the
back of a 15% increase in turnover
to R171m (R148m),

However, the resylts indicate a
stronger second-half performance,
considering that the group’s interim
earnings for the six months to June
slipped to R248 000 (R987 000) or 2,8¢
(11,2¢) a share because of the ad-
verse effects of bad weather and
labour unrest,

?;g,lnterest bill

No dividend was declared for the
period under review, apart from a
preference dividend of R350 000 paid
by BSG in respect of the 10% redee-
mable cumulative preference
shares,

Operating profit rose 18% to
R7,8m (R6,6m) on slightly improved
margins, .

No tax was.paid in the financial

in the previous year.
The interest bill increased 15% to

{ Basil Starke Group)

Share price,
dally ¢closa
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R4,4m (R3,8m).
MD Maurice Phillips said it was
an extremely tough year for the in-
dustry as a whole, and he did not see

dramatic improvements in the short

term.

“However, our order books are
well placed for the first half of the
current financial year and we are
going all out for new business.”

He said new systems introduced
two years ago had bedded down
well.

"We have a strong, dedicated and
experienced management team
with a very clear direction,” he said.

Cash management had been
greatly improved, and this had
helped reduce gearing.

Looking to the future, he said

d unrest
Basil_Starke

overall efficieney had substantiaily
improved, and the Broup was now
ready for bigger contracts with
better profit margins,

In July last year pipelinet specia-
list Basil Starke Civils was awarded
contracts worth R26m, including a
R10m order to lay pipelines from a
dam for the Worcester Mmunieipality,
and the building of the Harlem dam,
between Joubertina and Uniondale.

Investor confidence in the group’s
shares has remained low, however,
and the priee is currently languish-
ing at 32¢, slightly above the No-
vember 1990 low of 30c,

The share peaked at 52¢ almost a
year ago.

Mlarginal

Holding company Basil Starke In-
vestments (BSI), which has B87% of
BSG, reported a marginal increase
in earnings to 155¢ (14,4c) for the
period under review. No interim
dividend was declared,

BSI shares, untraded at 29¢ yes-
terday, are hovering above their
October low of 20c.

The share hit a 320 high in No-
vember last year. ¢

The net asset value a share for
BSG and BSI was 1484c (76c) and
83,7e (52,1c) respectively.
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BLACK builders in
Pretoria, Witwaters-
rand and Vereenig-
ing have the op-
portunity to develop
into the top construc-
tion companies of the
future through a
unique scheme pion-
eered by the Urban
Foundation (UF).

The Contractor Devel-
opment Agency (CDA),
initiated by the UF in
1989, is looking for top
black contractors to join
its programme which ad-
dresses the three greatest
problems facing black
builders - lack of business
management skills,
shortage of finance, and
no continuity in work.

The manager of CDA,
Mr Rob King, said: *‘Hf
top black contraciors can
overcome these obstacles
they can become the fu-
ture giants of constraction
in South Aftica.

‘“‘Black contractors
rarely land major building
contracts because they

By JOSHUA
RABOROKO

lack management infra-
structure, business skills
and financial facilities.”

CDA aims to tranfer
business and project man-
agement skills to black
contractors while assist-
ing them to obtain neces-
sary credit and overdraft
facilities to operate
profitably.

““We are looking for
top black building con-
tractors to join the CDA
programme - CONaciors
who have established a
good track record and
who wish to further de-
velop their business,”
King said.

The CDA programme
requirements are that a
comractor must:

* Be permanently ac-
tive in the construction
business;

* Have completed be-
tween R250 000 to
R300 000 worth of con-
struction work in one 12-
month period.

* Have R25 000 of his
own collateral - shares,
cash or the unbonded por-
tion of bank acceptable
property which equals
this value.

“If contractors can
fulfilt these conditions -
and wants to compete
with the large established
construction companies -
CDA can help him de-
velop,”” he said.

The first step is a CDA
inspection of the con-
tractor’s work. If satisfac-
tory, the confractor is
trained on-the-job in
aspects of management
before being given a sub-
stantial financial facility
to enable him to tackle
bigger projects.

““The CDA is a skills
transfer programme with
direct immediate benefits
for the contractor,”” King
said.

Contractors mnnnEma
for the programme must
pay a R5 000 entry fee
and 3,5 percent of the
value of work done while

““On average, con-
fractors should not need
more than two years of
CDA. input. After this,
they should well be
placed to grow in leaps
and bounds,”” King
added. Fow

Contractors who feel
they qualify.and.ate inter-
ested in joining should
contact King at (0L1)
403-5500.

Black u:.E.:.a non:.mﬂoﬁ mqm being omm_‘mn. a c:E:m .35..6
programme s_:: the CDA which will help their'business grow.

el

in CDA.
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THE SUNFLOWER Con-
! eept — brainchild of

Murray & Roberts — is §

blooming.
Group chief executive

" David Brink described [
Sunfiower to investment }

analysts and businessmen in
Johannesburg.

which had been active in
helping the homeless to help
themselves for three years.

Unemployment had
reached crisis proportions
and at least 600 000 homes
were needed immediately
for 7-million shackland in-
habitants.

In 1985 the Department of
Manpower initiated spon-
sored training and work-
creation projects. The job-
less were trained free of
charge in hasic skills, or
could earn a subsistence
wage labouring on commun-
ity-approved projects.
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M&R training centres
were established throughout
SA. Since 1985, 30 000 jobless
have been trained in every-
i thing needed to construct a
house.

So successful were the
M&R courses that demand to
- attend them exceeded the
places available.

The group decided to com-

*  bine the unemployment

' | training project with that of

work creation, giving rise to
the Sunflower Concept.

The nine-point plan as pre-
sented to the Director Gener-
al of Manpower in 1988 and
to many others since has
been anything but Utopian
dreaming. .

Phase one identifies those
in need — such as dockland
vagrants and inhabitants of
barren settlements.

Mr Brink described only
one of Sunflower’s successes.

Thirty minutes from
Durban was the 200 000-
strong settlement of
Lindelani — the place of
waiting. Not a single service

It was launched in 1988 by g
the construction company §

existed, few had jobs and
hopeful work seekers went
daily to Durban only to re-
turn disappointed.

Then came Sunflower —
each stage of development
represented by the plough-
ing, planting, watering,
sprouting, budding, blooming
and self-seeding of the plant
for the future.

The critical factor in suc-
cess was the commitment
the community was pre-
pared to give. The project de-
pended entirely on direct in-
volvement from design t0
completion.

To make known the objec-
tives, a Lindelani manage-
ment committee was set up
comprising leaders and fi-
nanciers. The types of build-
ings and facilities needed
were decided on and handed
to Sunflower Concepts.

Plans, with costs, were
prepared for approval by the
committee. Financiers were
approached for final go-
ahead and fund allocation.

Training was not under-
taken in a formal establish-
ment but taken right to the
community.

M&R's strength lies in
building and construction
and this passing on of
expertise makes the telling
difference.

Instructors taught resi-
dents hasic skills to build
their own community centre,
on which they practised dur-
ing its construction.

Every one was invited to
join free courses in block-
making, bricklaying, plaster-
ing, painting and carpentry.
There was real enthusiasm,
theft or loss of tools was un-
heard of and the communi-
ty's buildings remained
unscathed in last year’s vio-
lence.

Lindelani now has a train-
ing centre, schoois, a clinic,
cottage industries, sporting
and soctal facilities,
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~~~~~~~~~~~ B gt
ROyt E«'r‘”/‘:‘%

3

Newly acquired building
skills were applied to hous-
ing, where the finishes were
painstakingly done.

Self-employment became
evident in hairdressing,
tailoring, furniture making,
handicrafts, clothing and
market gardening among
others.

Pictures in M&R's Sim-
flower literature are delight-
fully captioned: material
conveyor {lady with brick on
head), water reticulation
(ditto with bucket on head)
and assistant security guard
{small boy wearing large
cap).

Sunflower is active in
several sites in Natal and at
Thembisa in the Transvaal,

M&R is in the vanguard in
meeting Finance Minister
Barend du Plessis’ challenge
to big business to help with
social upliftment.

Incentive schemes make it
a paying proposition —
shareholders are not
prejudiced by Sunflower,
Even if they were, it would
be worth it.
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GENERAL prospects for the building
industry in the second quarter of 1991
remain poor, but will not be as bad as
those experienced during the first
quarter, Stellenbosch University’s Bu-
reau for Fconomic Research (BER)
reports in its latest building survey,
released yesterday, ;

The shortage of government work, high
interest rates and the continued political
uncertainty were the largest contributors
to the further weakening of the industry,
which was also hampered by labour prob-
lems, shortages of skilled labour and pro-
duetivity decreases, says the report,

The four participating groups are ex-
pecting .general conditions to deteriorate
further, if they are compared with the first
quarter of 1990. Architects, quantity sur-
veyors and building contractors believed
building conditions were likely to deterio-
rate more slowly during the second guar-
ter, while sub-contractors felt there would
be substantial deteriorations.

“Building costs continued to show an
upward trend, with a year-on-year per-
centage ‘increase of 13,3%" in the fourth
quarter ‘of 1990 and 16,6% for the first
quii"tgi; of 1991,” the: BER said.‘.I '

“This increase is higher than anticipated
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by us and reflects underlying inflationary
trends. For building costs to rise this
sharply during a period of keen tendering
is unnsual.” . .

The increase in house prices was also
gaining momentum, with the year-on-year
increase for the second quarter of 1990
being 22,5% with that for the third quarter
escalating to 26,5%,

“The introductioq of VAT will undoub-
tedly cause building costs to escaiate at a
faster pace, and this may spill over into
sharper increases in the prices of houses.”
. Polled architects were, however, ex-

| PETER GALLI .

‘pecting slight improvements in most as-

!

‘pects of their work, with quantity survey-

ofs also indicating they expected a

~“bottoming out” in the decline, “However,
their level of business confidence indicates

they are not very optimistic about the next
quarter,” the report said.

Building contractors were slightly more
optimistic than sub-contractors.

“This relative optimism is not an indica-
tion that an improvement is expected in
business conditions in the building indus-
try, but is indicative of a bottoming out in
the downward phase of the business cycle,”
the report added.
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Gereral prospects for the build-
ing'industry in the second quar-
ter-remain’poor, but conditions
are:not expected to be as bad as
in: the first quarter, says the 1a*™~"|
tesf building survey report by

W i

the:Bureau for .Economic Re-

§

search at the University, of Stel-

lenbosch (BER).

" sub-con

" Three of four groups — archi-

tects, quantity surveyors and
building contractors — indicat-
ed that business conditions were
likely to deteriorate more slow-
ly in tpe;\second guarter, but
contractors: said their -ex-
pectations for the second quar-

ter‘were for further substantial

detérioration. foaten
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» 1The rélative optimism . 318 .
‘not: an'indication that an im-

rovement:is expected in busi-

‘ness. conditions in the building

industry but is indicative of:a
bottoming out in the downward .

L .phase of the business cycle” p:

'The shortage of govérnmeht
work, high interest rates and
the:continued political uncer-
tainty were the most important
factorsi making things' difficult
-for the industry.. LR

“.The témpo at which -building

s costs were inereasing was
“showing an upward tendency,

“with the yeéar-on-year,; percent-

fourth quarter-of 1990. % 0%

age increase for the first quar-
terof 1991 at 16,6 percent,

against 13,3 percent; for ;the

[tny

‘The tempo at which house

pricés wefre increasing was also

_ speeding qup, with the ‘year:on- -

year percentage increase"for
the third: quarter of .1990 at

26,5/percent, against 22,5 pér-

- cént-for the second quarter.” .

\:/Thie Bureau says the intro-
ductjon of VAT will undoubted-
ly cduse building costs torise at,

a faster pace and could cause

_an‘increase of between; foursto
e

.sevén percent. Ui %

“This; tiay spill over into.
sharper increases in house

prices, the BERf{concludes.
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simply on sloping sifes — whi&ﬂte/n aceur

in environmentally-sensitive areas — with-
out expensive retaining walls, pilings, or soil
stabilisation.

“All that is needed is to dig holes for a
small concrete base. Treated timber columns
support a platform on which the home is
built. This provides a perfectly stable struc-
ture which meets stringent building regula-
tions, as well as being aesthetically pleas-
ing,” Parsons says.

In all of Ravenswood’s Natal develop-
ments, Parsons says there have been no prob-
lems in securing the necessary building ap-
provals from the various local authorities.
“They have the same SABS rating as con-
ventional brick-and-tile homes, and building
societies are happy to bond them,” he notes.

In addition, with all logs having to be
properly treated to meet national building
regulations, the homes have the same fire
rating as brick houses, thus insurance costs
are about the same.

“I'think there has been some misconcep-
tion about timber homes in the past. They
can last for 100 years or longer and mainten-
ance is easy — all that’s needed is for the
logs to be repainted once a year,” Parsons
says. ;.

He hotes that log and timber homes are a
popular building methed in the US where up
to '80% of the homes on the west coast are
built of these materials,

Ravenswood was originally established at
East London but Parsons says the east coast
did not represent the ideal market. “We
found the:Natal environment to be more
conducive to log homes, so we set up our
operation in Durban.” [ |

CONSTRUCTION
NATURAL IS BEST

Litite Switzerlund might scon be a more
appropriate name for certain parts of Natal.
A company specialising in building log
homes says it has found a ready market for
its products in the province where environ-
mental concerns are forcing developers to be
more sensitive. ((;%é

In the past nin€~Thonths a 0 log
homes have been built in Natal, says Keith
Parsons, MD of Durban-based Ravenswood
Log Homes. He estimates that, countrywide,
more than 400 have been built in the past 18
months. £ M (>A4\A\

They include 12 log houses, valued at
around R200000 each, erected at the Ov-
land timeshare resort at Sodwana Bay, and
the first eight units of a 36-unit development
at the Umkobi resort near Southbroom on
the South Coast.

Parsons says additional log homes are un-
der construction in the Underberg area and
discussions are taking place to have them
erected in other parts of the Drakensberg.

While log and timber homes have been
reasonably popular in the southern and west-
ern Cape for some time, Natal, with its
developing leisure market, seems to have
become a natural area for expansion.

“Timber housing is less environmentaily
damaging than conventional housing in
terms of site preparation,” says Parsons,
“Furthermore, the finished product blends
with the natural surroundings more effec-
tively.”

Though overall construction costs are not
much different, he says log homes have the
advantage of needing less civil engineering
preparatory work. “They can be erected very

Luxury ... in log
cabins

w
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Irziustriafl waste ca

mean cheaper housi
alo% el
A LEAD; SA mining corporation has d a way to

save money, provide cheaper housing and protect the
environment by using its industrial waste to build-
ing materials,

Details of the breakthrough were carried™r4 paper’
delivered on Tuesday at a Johannesburg environmental
symposium focusing on recycling, at the SA Institute of
Mineral and Technology.

Genmin Mining Corporation engineer BE Dowling
said the process had begun with a Council for Seientifie
and Industrial Research (CSIR) report which concluded
that chrome, copper and platinum slag (metal waste) was
suitable for making conerete.

Genmin began making “cement bricks”, experiment-
ing with different proportions of platinum slag and
cement mixed with water, and testing them. It was also
found that chrome slag could be used instead of sand in
mortar for bricklaying or for plastering.

Slag is being incorporated into Genmin’s employee
housing scheme at its Impala platinum plant, and two
entrepreneurs are making bricks using piatinum slag, A
special mould has been invented to make brick units to
replace steel window frames and door frames, further
reducing costs.

Manufacturing from waste was no miracle cure for
housing, since the most expensive ingredient was the
cement, Dowling said.

“However, using the waste material will centribute to
savings in brickmaking costs and simultaneously reduce
pollution of the environment.”

In another paper, SA companies were warned that they
would be forced to keep pace with foreign achievements
in recycling,

The paper, presented by consulting engineers Dr Rob-
ert Muller and Dave Hojem, said the most recent legal
requirements in Europe demanded that recycling take
place if it was technically and environmentaily feasible.
Waste which filled these criteria could not be dumped.

Although SA had the most advanced technology for
processing and recycling plastics, it still acked stringent
legislation for waste treatment. — Sapa.




Pilot sghm;,quesigned for

Urban Foundation has designed
scheme to educate black build-
t management skills ina
bid to address the housing backlog.

The Contractor De
Agency (CDA)1
contractors to

THEO RAWANA

ctors while heliping them
4it and overdrait facili-
ate profitably.

ntly restricted

to obtain cre
ties needed to oper

is looking for top The scheme is curre

oin the scheme, which
will address the lack of business man-
shortage of finance
tinuity of work, says
CDA manager Rob King.
“If top black contractors
come these obstacles, the
come the future giants of construc-

whose technical/man-
d by consuiting
Ove Arup Inc,
ho have extabl
d and now want to

agement skills,
and lack of con

contractors w
good track recor
develop their b

To become part of the programme,

8
wThe fact is (black) contractors
land major building contracts
lack the management
skills and the
equired for large

tion projects,”

[ Be permane!
struction business,
] Have complete
and R300000 wor
work in one 12-
{1 Have R25 000
— shares, cash
tion of bank-accep

ntly active in the con-

because they
financial facilities ¥ th of construction

volume construc of his own collateral

or the unbonded por-

The CDA aims table property to

and project manageme!

to transfer business

ck builders

he first step the CDA will take is
to inspect the contractor's work.

1f this is satisfactory. the contrac-
tor will undergo on-the-job training
in aspects of management before be-
ing given 2 substantial financial
facility to enable him to tackle bigger
projects, King says.

The CDA will help the contractor
negotiate a loan or overdraft facili-
ties and obtain supplier credit.

Contractors who are accepted for
the CDA programme must pay a
RS 000 entry fee and 3,5% of the value
of work done while in the pro-

ramine.

“On average, contractors should
not need more than two years of CDA
input. After this, they shouid be well
placed to grow in leaps and bounds,”
says King.

Contractors who feel they qualify
for the programme can contact King
at (011) 403-5500.
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nvestors appear to have forgiven
Murray & Roberts for the,
R14,5 million attributable loss it
showed in financial 1986 and have
been rerating the shares in recent
‘months.

"~ The rerating is due to strong
perfomances since 1987, with
earnings rising from 186¢ to 542¢
in financial 1990. Dividends have
risen from 42c to 132¢.

The share price has nearly dou-
bled from R18,25 in mid-June Jast
year to R38,25.

At this level, the shares yield
3,8 percent (7,6 percent) and trade
on a P/E ratio of 7,1 (3,6).

. Chief executive Dave Brink de-
scribes the rating as fair. “T knew
‘that it would take time before the
*. market forgave us for 1986.”

He describes the period from
. financial 1987 to financial 1990 as
* a recovery and consolidation
.;period. The main focus was on
: improving the quality of earnings.

In real terms, growth in turn-
%over has been minimal, but
| operating profit has grown at a
' compound rate of 49.5 percent

since 1987.

This is reflected in the pre-in-
| terest margin more than doubling
i from 3,6 percent in 1987 to 7,5 per-

cent. Mr Brink thinks that for a
! group such as M&R, 2 pre-inter-
! est margin of 10 percent would be
' more suitable. -

. The higher margin has also
+ helped lift the value-added ratio
' from 28 percent in 1987 to 1990’s
31 percent. Mr Brink reckons that
! this ratio is still too low.

:  Another plus has beeht that the
. recovery has been achieved with-
; out .any strain on the balance
1 sheet.

i Gearing reduced from 51 per-
+

M & R returhs to

Diagonal
Street

Jabulani

Sikhakhane 1 e

cent in 1987 to 25 percent in 1990.
For the year to June, Mr Brink
says gearing should be only mar-
ginally higher, despite heavy cap-
ital expenditure (budgeted at
R184 million for financial 1991)
and acquisitions of R140 million.

. Mr Brink says M&R is now
ready for a major expansion
phase.

The group will now be looking
at sizeable acquisitions. Acquis-
tions made in the last four years
have been small, except for
Gillis-Mason.

Another sizeable deal was the

acquisition of a 49 percent stake -

in United General Investment
from UK group BET for
R60,8 million early this month.

UGI holds 80 perdent of listed
transport group Unitrans,

M&R is paying R85 million fo
Sankorp for the rights to the BET
shares.

M&R has an option to acquire
a further two percent of Unitrans
for R2,7 million by July.

Unitrans fits into the group’s
suppliers and services division.
This division is involved in spe-
cialised transport of bitumen
produets, both Jocally and to Ma-
1awi, Zambia and Zaire.

Mr Brink reckons the group is
well placed to take advantage of
the transport requirements of
Southern Africa.

M&R is spending R65 million
for an aluminium foundry and

favour

motor components manufactur-
ing plant in ?he Port Elizabeth
area, Sk o)ty ‘]‘r

The R45 million motor compo-
nents plant will supply alumin-
jum cylinder heads for specia-
lised and high-perfomance cars.

M&R has a German technical
partner for the project. The plant
will export mainly to Europe, al-
though there are opportunities in
the Far East.

Rased on relatively cheap raw
material, labour costs and the
weaker rand against European
currencies, Mr Brink believes the
plant will be competitive.

Mr Brink says M&R is still too
dependent on business linked fo
gross domestic fixed investment.

Expansion will be directed
more towards consumables {(in-
dustrial, mining and engineering),
while there is scope to increase
exports, which Mr Brink says are
insignificant at the moment.

Murray &

Roberls |
Yesterday's




‘Black builders’

will h

By ALI MPHAK} Wk

RARELY does an
organisation operate fox
more than two years
without callmg an annual
general meeting,

- However the Trans-
vaal African Builders As-
sociation has existed for
{our years without hold-
ing an AGM.

Finally, next weekend

group

Id its first AGM

the orgamsanon will
%’)«
The AGM will be

at a Johannesburg hotel
on April 27 and 28,

The AGM comes after
a membership drive
which has made Taba the
largest affiliate of the na-
tional African Builders
Association.

Essentially, Taba

played the midwife role in
the formation of the
ABA, which has affiliates
from all four South Afri-
can provinces.

The primary motiva-
tion for the ABA’s launch
was the need for a single
national black builders’
association - a move iong
overdue.

This need was due to
the common probiems en-
countered by black
buildérs - from the
Limpopo to the Cape - in
their endeavour to make
an honest living,

Taba’s president,” Mr
Joas Mogale, is also pres-
ident of ABA. This makes
Taba, a principal col-
Jaborator of ABA,

Taba- boasts 14
regional associations,
with six others bemg
formed.

|







INVESTORS shOuld start
lookmg at’'sound ;" 1ower-
pncedicqmpames involved
in"sectors such as, _building
“and constructlon which are
~‘expected to turp up, sharply
19‘92/1993., &
This: mvestment t:p
omes. from Davis Borkum
.-,Hare (DBH) analysts, who
- also retommend: contintied
-buyini=of ‘bluechip indus-
§ tma]s, desplte hlgh pr1ces

‘7‘. , Analyst Jacquies Pickard
says governmentus com-
“fnitted: . to boostmg .the
‘cheap’ ,phousmg market. - It
'appears ‘that mterest rates
“Have, peaked ‘and- are in a
= downward ‘phase;, ‘which’ is,
"véry, positive  for ‘the. con-
\struct on mdustry X

HH0wever uncertamty
ébm:{gpohtlcal stability re-
maing’. a;:major factor: for
the constructlon mdustry
| - Pickard: tips Anglo -Al-
: pha, Whlch has negllgxble
‘ ‘gearing’ and will- benefit
fronian uptum in construc- ’
: twh act1v1ty

Bt

Perceptlon

; ;Tpe “gold ! mdex, whlch
redched early 1080 lows ‘at’
1a Ievel of/972 on Thursday
fast week‘f is+in'a. period of:
‘ consohdatmn and base for-
‘mation.;DBH analysts. be-
lzeVe a’’ level. of 960 is. a
probable low. |~ o

I 'An 1mproved mterna-
_:tlonal perceptlon "of " SA;
- lower mterest rates'and lig~
tid institutions have led to
a re;rating of index stocks,
despite poor earnings and
dividend projections.
Analysts Carol Neff and
Manny Pohl say the long
- awaiteéd 1% cut in the bank
‘rate i encouraging. and
shéuld .be a prectisor to
further .interest ‘rate cuts
hefore ithe year-end .
““The, Budgét is not likely
to.create an immediate in-
crease in economic activ-
ity but has made- provison
.for-an, increase in social
serv:ces, namely educatlon,
"food “aid, health services
-and-housing, - A
' 'While a 12% VAT will be
mtroﬂuced from Septem-|:
bér 30, ¢n"a. more positive
note the company tax rate
will'be*reduced from 50%
‘?343 : the .analysts say.
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DESPITE stagnation in the A .
economy and building industry,
the number and value of nor
residential building plans passet
and the value of buildings com-.
pleted continues to rise,

passed in January 1991 amounted to
R726,5m, a 9,8% increase over
January' 1990, according to figures
released recently by the Central Sta-
tistical Service (CSS).

The figures show that the largest
inerease was recorded ir non-
residential buildings, which in-
creased in value by 21,4% to R222,5m.

A 14% increase was reported for
additions and alterations, which rose
to R2159m, .and a rise of 29% to
R46,1m in the number of flats and
townhousing complexes built.

However, a decrease of 52% to
R230,2m was recorded for building
plans for residential houses, the €SS
said.

A property economist, says that -

while it is difficult to interpret only

one menth’s data, the trend reflected

by the figures is correct. )
“While the non-residential building

The total value of building plans -

e

Surge in building plans
despite the slowd

Reports by
PETER GALLI

market js alive and well, the residen-

tial market is struggling,” he says.
“The reason for this is that the

custom-built housing market is suf-

. fering due to high interest rates,

while the bottom has fallen out of the
mass housing market mainly due to
riolence and political unrest.”

The urban areas of Pretoria,
Iyrban and, Cape Town reflected
lage increases in the total value of
biilding plans passed — 81,3%, 58,9%

Graphks FIONA KRISGH  Sowes CSS
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and 36,1% respectively. ] ‘ft
- The ttal value of buildings com."
pleted during January 1991 was
24,7% ligher at R473,9m in year-on- .
year tems.

The hrgest increase in the value of
buildilgs completed, 41,3% to
R125,6n, was in additions and alter-
ations,followed by a.25,5% increase
in nm-residential buildings to
Rl44m and a 159% increase in
residqtial buildings to R203,3m.

Thi main contributor to the
increise in value of additions and
alteritions was the urban area of the
Witwitersrand, while the largest in-
creags in the total value of non-
resicntial buildings completed was
in Petoria and Bethlehem.

Tie CSS’s survey, conducted on a
monhly basis, represents aboat 90%
of i building activities financed by
the yrivate sector and public corpo-
ratims in SA. ’

Y{does not include building activi-
tiegin the self-governing and ‘trust
ardis since record keeping by local

auflorities in those areas has, as yet,

notbeen firmly established,
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GEOTECHNICAL engi-
neering is essential to
virtualy all civil engi-
neering work, compris-
ing the heart of projects
such as tunnels, shafts,
underground structures
and excavations.

It plays a major role in
the design of dams, em-
bankments and foundations
for bridges, buildings and
many other structures.

The role of the geotechni-
cal engineer is vital in lo-
cating, selecting and test-
ing matural construction
materials and optimising
their use in civil engineer-
ing projects such as roads
and embankments.

Ninham Shand employs
geotechnical engineers and
engineering geologists with
experience in soil and rock
mechanics, foundation de-

——

sign, aerial photogi‘"atp y in-
terpretation and geological
mapping.

It is well equipped to un-
dertake site investigations
for residential and industri-
al townships, excavations
and embankments, tunnels

and special structur ?,
Desngn@
1t also undertakes road
pavement investigation,
designs sub-surface drain-
age, foundations and under-
ground lateral support sys-
tems.

Ninham Shand’s struc-
tural engineers are com-
cerned with the planning,
design and construction of
concrete and steel bridges,
buildings and industrial
structures.

Many of these involve

e

I

Geotechnical func

wor in a teamn with ar-
chitects and quantity sur-
veyors, with Ninham Shand
offen leading the profes-
sional team.

Most of the group’s pro-
jects include work with
structural components and
the staff has designed a
wide variety of structures
subject to unusual condi-
tions of high seismic and
vibration loadings, wind
forces and cryogenic tem-
peratures.

Structural engineering
projects have included
work on Cape Town’s
Groote Schuur Hospital, the
Sand dn Plessis Theatre in
Bloemfontein and Voikswa-
gen's paintshop in Uiten-
hage.

Ninham Shand began the
VW paint shop project in
June 1983 and a hectic three

months ‘followed.

The result, however, was
an impressive building clad
in cream and blue, 260m
long and 22m wide.

Reinforced

The ground to mezzanine
level (4,5m high) is of rein-
forced concrete and is
topped by 2 structural steel
superstructure of several
floors to a height of 32m
(equivalent to a 10-storey
building).

The pre-treatment line is
178m long and ineludes sev-
en dipping processes in
huge steel tanks filled with
a treatment fluid to a level
of up to 4m.

These, together with the
conveying plant, the ovens
and sanding booths produce
leads of 20 and 25 toms a

Ninham

tion is vital

metre run of equipment.

The floor is reinforced to
cope with loading require-
ments which far exceed
those of any bridge built to
meet today's freeway stan-
dards.

The mezzanine arrange-
ment provides an area be-
low the treatment level for
accornmodating the rein-
forced comcrete “dump
tanks” into which the fluid
from the upper dip tanks is
pumped when the dip tanks
undergo cleaning.

Raising the working area
proved to be a cheaper al-
ternative to the large base-
ment excavations.

The VW plant's super-
structure is made up of
some 1500 tons of structur-
al steel and about 15 000m*
of roof and side cladding.




——Ninham Shand-

GOVERNMENT has made
'it clear it will provide little
finance for large-scale civil

engineering infra-struc-
Iture, says Ninham Shand
MD Peter Thomson in his
preview of the year ahead.

“This has a knock-on ef-
fect on the budgetary provi-
sions of* provincial and
local authorities, with pri-
vate sectot ‘developers also

taking a cdutious yiew on

g i

investment at this time.”

uncertainty, combine to
Lplace the local economy in

a squeeze, with large:scale -

unemployment looming, he

SayS. . . ny
Given the.strong biase of
the. gi‘oyip’s“prgctices,’ it is
not surprising that, togeth-
er with other cnpsulting
engineering firms, a reduc-
tion in new commissions is
being experienced.
““Indications are our in-
come will hold steady rath-
er than increase in 196L."
'He says these conditions
signal the need for action
on a mimber of fronts.
A'major step in stream-
\‘linin'g the group’s manage-

Violence "and political

Road design is an important aspoct of the bu

of a larger executive com-
mittee which provided for
wider office representa-
tion.

Thomson says this step
has resulted in time saving
in coming to conclusions
and translating them inte
action. .

Ninham Shand is paying
_ attention to gaining new '

commissions through a pro-
cess of identification of

* clients’ needs and budget-

ary provisions, he says.
Introducing

“We are also active in in-

. troducing new types of ser-
_ vices to meet the changing

needs of clients and are in-

. troducing existing clients

to services they did not pre-
viously request of us.”.
Thomson says the
group’s most passive pro-
tection lay in containing
and saving on costs.
“We will emerge from

" this testing time better able

to serve our clients and the

- community through excel-
lence in meeting their

needs in appropriate and
timely ways.”

ment was the appointment

siness.

PETER THOMSON |

|




‘Need to interact 'y

IN the new SA, “the civil ¢
engineer: wiil be .called on
to be more thoughtful about
the objectives the projects
he is associated with aim to
achieve, says Ninham
Shand MD Peter Thomson.

While the objective re-
mains the.same, to improve
the quality -of life, there is
little doubt the society
which will comprise the
new SA will have different
priorities from those of the
past decade, he says

The engineer’s function
is no longer simply to
achieve, for example, the
building of a road, but to
establish why the road is
needed and to examine
whether it will serve that
need economically.

“We are entering a time

of accelerating de lop-

© ment, and civil engineers

can play a decisive role in
determining the direction
of that development.”
Thomson says it is seli-
evident that projects shouid
be integrated into their sur-

rounding irgnment..
g B_bg .
. P
An understanding of the
relationship and interac-
tion between engineering
projects and the environ-
ment is needed to develop’
this interaction.
He says there is a need
for the application of the

concepts of sustainable de- :
velopment in the face of dg-

mand for services froms,= capabxhty of practltloners

SA’'s growing populatlon

ith’ eavnr

rment
Jt%[s e and shrinking
resources.

“We will be challenged to
achieve a balance so that
while meeting the primary
requirements of the popula-
tion for shelter, water, sani-
tation and communications
we will retain an environ-
ment within which man can
enjoy high quality life:”

It is essential for engin-
eers to understand the aspi-
rations of specific popula- |
tion groups and to be able
to communicate with the
range of individuals who
comprise that community.

Thomson says this re-
quires the civil engineer to
develop skills in the human-
ities beyond the average

‘i, the industry today.

P TE
J G



BASIL STARKE FW 264 |
SLIM_MARGINS(32)

Activities: Construction, building, manufactur-
ing and property development.

Control: Basit Starke investments holds 87% of
BSG which is controfled by Basil Starke Family
Holdings (Pty).

Chirng'nm B E Starke; MD: M Phillips.
Capital'structure: 8 79m ords. Market capital-
isafion:"R3, 1m.

Share" market: Price: 35c. Yields: 97% on
earnings; p:e ratio, 1: cover, n/a. 12-month
high, 45¢; low, 30c. Trading volume last quar-
ter, 3 000 shares.

Year to Dec ‘8T ‘88 ‘89 ‘90
ST debt {(Rm) ......... 45 11,9 1.1 101
LT debt Rm} ......... 41 121 2,6 7.2
Debtequity ratio ..... 2.0 7.6 34 1.6
Sharsholders’ interest 0,22 0,08 0,14 0,23
Int & leasing cover . 4,2 — 1,6 1.7
Return on cap (%) .. 11,0 nl 13,7 13,5
Turnover (Rm) ........ 77 135 148 171
Pre-int profit (Rm) ... 3,4 {0,6) 6.6 7.8
Pre-int margin {%) .. 4,5 nil 4,4 4,5
Earnings (¢} ..oovueeane. 25,1 (30,7) 325 339
Dividends {c} . 5 4 — — |
Net worth (¢} 81 44 76 149

In the competitive construction industry,
where cut-throat margins are the norm,
those involved must wonder sometimes whe-
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thef itis all worth it. The Basil Starke Group
(BSG) -annual report for the 1990 year
should make shareholders ponder the same
point.. ; ‘

The group’s two basic activities are con-
struction and manufacturing. Last year con-
struction accounted for roughly 82% of
group turnover but contributed only 55% of
the profit. A comparison of results in this
division over the past three years does not
brighten the picture much.

The construction division lost R2,Im in

1988. .In 1989 it made a profit of R1,8m, ,

indicating a turnaround of R3,9m —a laud-
able recovery. However, in 1990 this impetus
could not be maintained, Clearly, with such
small margins, the construction industry is
high-risk and currently offers little prospect
of high reward. Over the past four years, the
average margin was 1,4%.

The manufacturing division, after posting
losses in 1987 and 1988, seems to have been
turned around. Turnover rose in rea] terms
over the past two-year period, thanks to the
26% rise in 1990. In this division the margin _
averaged about 5,5% over the two years, bu#
averaged only 1,75% over the past four
years, Even so, that manufacturing produced
45% of group profit from only 18% of turn-
over suggests that perhaps management
should be concentrating resources in this
area,

Operating income, at R7,8m, was up by
18% in 1990. Except for the high finance
costs, which absorbed almost 60% of this,
it might be called satisfactory. The prob-
lem is, if finance costs remain at these levels,
there will be Ettle left for shareholders when
the group again has to pay tax — even
though that won't happen for a long time
owing to hefty tax losses.

Chairman Basil Starke is aware of the
need to reduce gearing and there has been
some progress with this. But it has been
achieved more by retained carnings and by
revaluation of assets than by reducing-bor-
rowings, c i

The annual report is painfully, short of
information ahout the group’s activities and
prospects. Starke, in his review, talks about
1991 “proving to be a difficult year,” and
with the economy showing few signs of re-
covery he is almost certain to be proved
right. There is little prospect of a dividend in
1991,

For investors, the only interesting aspect
of the group is that the share price is about
one-fifth of net worth, Gerald Hirshon




Taking up challenge
of maintai%g'gj e
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in Trans

roads

GOVERNMENT’S in-
tention to reduce fund-
ing for roads in SA chal-
lenges road authorities
and their engineering
consultants to obtain
maximum benefit from
the money available and
maintain the road net-
work.

Over 4 000km of provin-
cial roads in the Cape is
older than 25 years, and at
the present rate of new con-
struction it would take over
40 years to reconstruct
these, not considering other
roads which would have de-
teriorated in the interim.

In Transkei, Ninham
Shand has become part of
the challenge. The firm was
appointed three years ago
to assist the Department of
Works and Energy in the
management of mainten-
ance work in eastern
Transket.

This management has in-
volved a judicious mix of
public and private sector
resources.

Ninham Shand was in-
strumental in setting up the
privatisation of mainten-
ance work in certain areas
of the Transkei using meth-
ods similar to those em-
ployed in Bophuthaiswana
and parts of Kwazulu.

The group envisages
fufure maintenance work
throughout southern Africa
will be privatised and the
work experience gained in
Transkei will be invalu-
able,

Training

Ninham Shand personnel
have acted as training offi-
cers for departmental op-
erators, advisers on main-
tenance procedures,
resident engineers for
small maintenance con-
tracts and trouble-shooters
in times of emergency.

On the public sector side,
the Ninham Shand main-
tenance managers have ad-
vised the departmental re-
sources on maintenance
procedures and set up pro-

grammes for the restora-
tion of the gravel road net-
work.

In 1989 alone, 398km of
gravel roads were restored
and regravelled, a marked
improvement on previous
years.

Several road mainten-
ance teams have been tack-
ling potholes and edge rav-
elling problems in the
eastern area.

At times of emergency,
Ninham Shand was called
on to muster resources and
advise the department on
the repair of wash-aways,
bridge replacements, rock-
falls and the rapid deterio-
ration of certain roads.

The most challenging
tasks involved the privati-
sation of maintenance
work, as Transkei recog-
nised that departmental
work was handicapped in
certain areas.

The main handicaps in-
cluded the lack of trained,
experienced managers and
foremen and the lack of in-
centives for the labour

force to be productive.

It was also realised the
country lacked entrepre-
neurs in the road construc-
tion industry.

To overcome these,
small maintenance con-
tracts were organised
throughout Transkei.

In Ninham Shand’s areas,
these contracts involved
the regravelling of roads
and fencing the N2Z.

Guided

Becauge of the inexperi-
ence of the local contrac-
tors, Ninham Shand’s main-
tenance managers guided
the contractors in their
work and encouraged regu-
lar monitoring.

To assist the smooth
transition of maintenance
work from government de-
partments to the private
sector, Ninham Shand, to-
gether with the Develop-
ment Bank of Southern
Africa, has been involved in
the training of 20 local con- |
fractors.




Building a futur

NINHAM Shand has been
involved in the planning
and development of inira-
structure and basic shelter
for low-income groups
thruuglé)out southern
Africa. p v
'z.(al(tl‘\' :
Involvement has been at
all levels, from project
identification through to
gperation and mainten-
ance. and has at times

drawn on skills outside the
traditional houndaries of
civil engineering.

The group's mission
statement, known as “de-
velopment management”,
is; “Believing in a positive
future for ail peoples 1n
southern Africa, we aim to
promote the socio-econom-
ic development of disad-
vantaged communities

through the provision of

comprehensive profession-
al services to ensure an in-

pities on issues such as se-
lection of infrastructure
standards and upgrading of

tegrated approach to devel:.- -existing infrastructure.

opment”. 2

Nipham Shand is in-
volved in commumty par-
ticipation and the resolu-
tion of conflicting attitudes
and interests.

The group consults with
low-income urban commu-

Sistance is given in de-
cision making on the prior-
itisation of projects and
budgeting ailocations, and
in the establishment of and
assistance to small building
and services contractors.

Ninham Shand also aids

e for all requires a wide range of skills

coramunities in the budget-
ing and managing of local
engineering services and
multidisciplinary design
and construction projects.
This expertise is made
available to a newly devel-
oping area or to an already
developed area that lacks
adequate capacity o carry
out management. oper-
ational and malntenance
responsibilities.




BUSINESS DAY, Friday,
. ey Ll g ok

— i

7
Urb
M '_I 0‘1

c..’a.i.' w ' j?r ex
NINHAM SHAND MD pe.
term’l‘homsdn”"sdy's civil en-
girleering’s Eréatest chal.
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1t is. clear. from the. ten-
dency in SAiand the history
of other ~dev,elop1'ng coun-

tempo Auf';urbanisah‘on is

likely, . ol |
. A-ecordi_‘ngv,.to . Urban
Fnupdat_tiomr}-ﬁgures, . 8A's
Population wil) increase to
2boutE0million by the
Yearani. oy
It estimates, thag. in 2010
, tﬁe,ngm@gg{of‘ﬁlacks living
.in’prt;gpﬁgrgagigviﬂ be about
> same 35 SA population
in" 1985 (33,3-rhillion),
Thomson Says the cha)-
lenge of urhanisation goes
beyond the supply of engi-
néering"sgrvices. .
It includes the need “to
bring into* balance affords.
bility of eéngineering ger.

roads) and the Standards
urban dwellers wish to re-
ceive, - -

“It heeds to deal with
" policies op iang Ownership,
land use apg the gover.
nance of our urhay areas,”

He says some 57% of the
black population under thi

an expansion
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tries -that 3;,=aq;e;increasing .

vices (water, Sewerage ang |

ion will
Ha .
ra effort-

age of 14 js under-educated
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Methods ang it
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Physical envipoment anfi to
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construction, - e
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SURVEY

Ninham Shand started his civil

consulting engineering practice in

1932 when the ravages of the

Depression were still being feit. His

Oxbow Project proposals are part of

engineering history and the basic

concept is embodied in the Lesotho

Highlands Water Project. MARC

HASSENFUSS reports.

1P

Experienge
B -

NINHAM Shand's involve-
ment, spanning three dec-
ades, in water research in
Lesotho made the group an
obvious choice to undertake
the feasibility study of the
Lesotho Highlands Water
Project (LHWP).

Early in 1983, Ninham
Shand. in consortium with
Henry Olivier Associates,
was appointed by the SA
Government to tackle the
project with an overseas
consortium appointed by
the Lesotho Governmept

Favourable

The study, completed in
December 1983, aimed at
identifying the most fa-
vourable scheme for mov-
ing water from Lesotho t0
the Vaal Basin and for gen-
erating electricity in Le-
sotho.

The study also provided
for an estimate of funds
needed to implement the
scheme and a timetable for
phased development to
meet forecast growth in
water demand.

When the treaty for the
construction of the LHWP
was signed between SA and
Lesotho in October 1986,
Ninham Shand was ap-

o[l
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pointed a leading member
of the three consortia,
where the SA Government
provided part of the finance
for the design.

Ninham Shand is in-
volved in almost every fac-
et of the project, including
the “water transfer” pack-
age comprising the 180m
high Katse Dam behind the
Maluti mountain range and
the 48km-long transfer tun-
nel under the mountains to
the hydro electric station.
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Katse bridge in Lesotho

The design work and
supervision of construction
was entrusted to a consor-
tium kpown as Lesotho
Highlands Consultants,
comprising an SA group
(Ninham Shand, Keeve
Steyn and Watermeyer
Legge Piesold & Uhlman,
supported by three other
firms) and an overseas
group (Sogreah, Coyne &
Bellier and Sir Alexander
Gibb & Partners}.

The design of the 35km

ere s

HF Verwoerd Dam

delivery tunnel was carried
out by Highlands Delivery

Tunnel Consultants
(HDTC), a consortium com-
prising Ninham Shand, Van
Niekerk, Kleyn and Ed-
wards, Steffen Robertson &
Kirsten and Keeve Steyn.

The tunnel is designed Lo
take water from the outlet
of the hydro electric station
in Lesotho, across the Cale-
don River to the outfall on
the Ash River near Cla-
rence.

esotho scheme job

For supervision of the
construction, the engineer-
ing work has been dividec
into two — delivery tunne
south. in Lesotho, and deliv
ery tunnel north, in SA.

Responsibility for the
first part rests with a two
group consortium, Lesoth
Hignlands Tunnel Partner
shup. made up of HDTC an
the Lahmeyer Mott Mac
Donald group from Europ-
while the section 1n SA .
being supervised by HDTC

Design

Highlands Infrastructur
Consultants (HIC), compriz
ing Ninham Shand. Va
Wyk & Louw and Brunett
Kruger & Stoffberg, sees
the design of about 300kr
of access roads into th
mountainous terram an
includes the wtial parts «
the contractors' camps.

Construction supervisio
is divided among Severc
groups, with the final 45k1
of the northern access roa
being the responsibility ¢
HIC. '

Water from the LHWP
scheduled to start flowin
to the Vaal Dam n Nover
ber 1996.
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By AUDREY D'ANGELO
Business Editor

SA should invest in manufacturing in-
dustries rather than in office blocks
and shopping malls, Christo Nel, an
executive director of PG Bison, told
the Insurance Institute of SA at its
annual conference at the Cape Sun
Yesterday.

He told delegates it was “crazy” that
SA should be de-industrialising at a
time when jobs were urgently needed.

Goods like hotplates were manufae-
tured in the Far East from SA steel,
using S8A coal, and then exported back
to this country.

Instead of being used to build fac-
tories where raw materials could be
beneficiated by the SA workforce,
money was being invested in office
blocks and shopping malls which did
not create wealth “but just shuffle it
around”,

1t was also “crazy” that, although SA
had a 30% over-capacity to produce
electricity, 70% of township dwellers
were still without it. The money spent
on Mossgas would have been suffi-
cient to electrify all township houses,

giving their occupants a “quantum -

leap forward” in quality of life.

Electricity was a cheaper fuel than
coal or paraffin and refrigerators
would enable black people to buy food
more cheaply, in bulk, from supermar-
kets instead of expensively from their
corner cafe.

Nel blamed the present violence on
overcrowding in townships and the
fact that black family life had been

broken down and the authority of the
father figure undermined, either be-
cause he was absent for most of the
time or because he had been seen by
his children to be degraded.

Diseussing the problem of over-pop-
ulation, he said the “best contracep.
tive is a rising general domestic ex-
penditure (GDE)”,

The average size of white families
had declined dramatically over the
past three generations as wealth in-
creased and the standard of living im-
proved. The same thing would happen
to blacks.

But, stressing the need for both re-
distribution of wealth and economic
growth, he said neither could succeed
without the other,

The process of “trickling down”
would not happen in SA because the
poorest people could not escape from
the poverty trap without help.

What was needed was “a virtuous
self re-inforeing cyele” of interdepen-
dence.

Redistribution of wealth required
growth, growth required investor con-
fidence, investor confidence required
stability, stability required perceived
justice, perceived justice required so-
cial investment, “social investment re-
quires redistribution of wealth and so
on.”

Nel said he had hope for the future
of this country because it had been
discovered that if whites and blaeks,
even of extreme views, talked to each
other as people in the workplace and
discovered they had similar problems
and needs hostility disappeared.




IN THE third disinvestment move in three
months, UK group Blue Circle Indusiries
Ple is selling its 423% stake in local
cement and building materiajg producer
Blue Cirele to Murray & Roberts M&R)
for more than R400m,

M& R, which has already spent more
than R700m on acquisitions in less than six
months, already owns 42,3% of Blue Circle
through wholly owned subsidiary Darling
& Hodgson. D& H has the first right of
refusal on Blue Circie Industries pie’s
stake in the local company.

The deal leaves Anglo Alpha as the only
cement producer still with ap overseas
principal. Swiss group Holderbank Finan-
ciere Glaris and itg associates own 34,1%
of Anglo Alpha. The other cement group,
PPC, is controlled by Barlow Rand.

A Blue Circle Industries ple spokesman
said an announcement woyld be made
shortly, - ..

In other recent disinvestments, UK-
based Pilkington ple sold its 48,4% interest

l JABULANI SIKHAKHANE

in Glass SA to Plate Glass & Shatterprufe
for R525m, and Swiss group Nueva Hold-
ings sold holdings in Everite Holdings and
its subsidiary, Everite Group, for R116m to
Group Five and the French Bank of South-
ern Africa, .

M & R and Blue Circle published a joint
cautionary notice yesterday warning
shareholders that negotiations in progress
could affect share prices,

Market speculation is that M & R would
buy out Blue Circle Industries ple, increas-
ing M & R’s stake to 846%. M & R would
make an offer to minorities and then delist
Biue Circle, e

Frankel, Max Pollak, Vindefine analyst
Mike Howarth said Blue Circle Industries
ple had been rationalising operations and
selling peripheral businesses in other coun-
tries. It was a “natural consequence” of the
world recession,

[0 To Page 2
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The Blue Circle share price is R34,50;
Market sources said the UK company had
always asked for a premium, which was
the main obstacle to D & H or its former
parent Malbak making a bid. At current
market prices the 42,3% holding in the
local company is worth more than R399m.

“The deal will be based on future earn-
ings rather than the net asset valne. And
everybody knows that when the economy
turns, those cement companies will start
running,” Howarth said.

He suggested M& R might use equity
financing for the deal, issuing new shares
to institutions. A rights issue was also a
possibility as M & R’s cash needs might be
greater when the economy improved, -

The acquisition of control of Blue Cirele
would make sense for M & R, analysts
said. 5‘“9 i13/2192

Blue Cirele accouts for a large chunk of
D & H's business. In financial 1891 Blue
Circle contributed 63,5% of D & H's turn-
over and 58,7% of operating income.

The biggest benefit, however, would be
in the rationalisation of operations, ana-

(. " DFrom Page 1

division which could easily be moved into
Genrec or M & R’s industrial division,

In the building materiais division, M& R
and Blue Circle already have a joint ven-
ture in Ready Mixed Materials, in which
Blue Cirele holds 60%.

In the past six months M & R bought the
remaining shares in Unitrans’s holding
company, United General Investments,
from its ultimate parent Sankorp for
R131m, acquired control of D & H and H%
of Standard Engineering for about R390m,

M & R shares rose 100¢ to close at R58
yesterday.

JOHN CAVILL reports from London
that Blue Circle Industries ple has been
streamlining its operations and trying to
reduce costs for the past 18 months. At the
same time its net debt has risen sharpiy.

In 1930 {to December 31), salas dropped
5% to £1,2bn while pre-tax profits fell by
16% to £195m. In the first six months of
1991 turnover was down by 19% at £531m
while earnings before tax slumped by 38%
to £575m. Net borrowings climbed by
nearly £54m to £316m.

lysts said. Blue Circle has an engineering




Speed is key ‘to; housing backlog

SPEED is of the eisénce
in meeting SA’s housing
hacklog — and De Leuw
Cather has played an ac-
tive role in bringing a new
informal. housing scheme
near Dobsonville )}

in record, time kA

Doornkop comprises
5800 stands, each ahout
200m? in size, on 230ha of
land. ¢ - )

Each stand has been
supplied with a dry type
aqua-privy and rumning
water is available from

one pipe for eve

standp lﬁ\ ?(""l
DLC assocmte Deimls

Belirmann (5ays: “The"

Transvaal" Prmfini;ial
Admmistratioh’ produced

ir. BOW . f

the toWaplan

‘ 2 ilie"ena’ﬁ»
- of Novein r'm%

to Iaunch the scheme lm-

_mediately, but ap
were In place. W
“In Décenther; e

called in as consultants
for the provision of water
- and smerage régquire-

ments . femporary
roads: 3,1
R +Yani 4 we

were, réady fb‘; ‘the first
e tn mbwrouto the

stangs =, aid sinde then

prnperties have bécome

awﬂibl% at a rate of 100
a }lay .

“All ‘3800 stands-ure
lete,\servlced

Ty 3&%

of ‘Watef ‘maing.’-.
aiid 43kii of grvel roads.”,

_j‘jidl fhe, stands % have
“been sold and the owners
are erecting their dwell-
ings at a.rate of about
1600 a month.” .

Althongh meeting the
most basic requirements
at this: stage, Behrmann
says flie township has
been designed with an eye
to upgrading,

“Provision has :been
made for schools,
creches, places of “wor-
ship, retail and social

+ faeilitiés,

“Eventually, the ser-
vicés ‘wilk be upgraded to
provide ‘individual water
cpnnectiuns to'each stand,

- and & Water-borne sewer-
- age “schieme .will -replace
the atjua-privies,” ie'sdys.




The Entrepreneurial De-
velopment of Southem
Africa, a subsidiary of
Bifsa, has arranged com-
mercial skills develop-
ment training for small
contractors in the build-
ing industry.

At the request of the
Soweto City Council
Engineer’s Department,
modified courses will be
held for people who
want to work in the civil
engineering field and
will dovetail with the
department’s contractor
development pro-
gramme.

The courses being of-
fered by Edsa are aimed
at helping people obtain
commercial skills need-
ed to run a small busi-
ness effectively.

They will also learn
how to tender for work
and make 2 profit at the
end of the job.

There is no charge as
sponsors will pay all
COosts.

Gain s k||ls to
|mprove proi
and ability &

¢t

By JOSHUA
RABOROKO

The deputy city
engineer said the intro-
ductory cours¢ was
recently successfully
completed by 15 people.

The intermediate
course will be offered
soon if enough people
are interested. -

A public meeting
will be held at the Water
Branch offices in Klip-
spruit on May 7 at 4pm
to explain the course and
arrange for those inter-
ested to sign on.

If enough people are
interested the intro-
ductory course will be
fun again.

................

‘Tests for the interme-
diate course can be
taken by people who
have not done the intro-
ductory course to see if
they are eligible.

The department has
helped in developing
civil engineering con-
tractors in Soweto for
four years.

One of their projects
was the installation of
mains for the supply of
water in the city.

‘This work was done
by contractors who had
tendered for the work
which was advertised in
the Press.

For more information
telephone Mr Mkhize at
(011) 838-1734.




By MAGGIE ROWLEY
- Business' Staff

HUNDREDS of jobs in the
construction industry hard hit
by the recession have been
saved by two life offices’
plans to build office towers in
the Cape Town CBD,

Mr ‘Rob’ Heller, managing di-
rector of Stocks & Stocks, main
contractor for Metropolitan Life's
27 storey office block to be built

on the corner of Coen Steytler-

Avenue, Long and Jetty streets,
said the contract had saved the
company from retrenching up to
100 people.”

“It could not have come at &

better time, We were getting to
the point where we were about to
retrench not only Lourly paid
wmf'kers, but some of our salaried
stafi.”

- More resilient
Mr Heller said the contract
would secure a further 300 or so
jobs in the.industry for subcon-
tractors. .- o
“Although the property market
in the Western Cape has proven
to be more resilient than in other
centres and there is still work

around, the Western Cape is over-
traded, .

“Ordei books are very low and
the tendering market is very
keen,” he said.

Mr Heller said Stock & Stocks
had been lucky to secure the eon-
tract for the Beaches apartment
building in Clifton and were. pres-
ently ‘negotiating another con-
tract with the United Building So-

ciety Pension Fund.
Mt Hector .Minott, managing
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director of Murray & Roberts
(Cape), said this week that “abso-
lutely no growth” was expected
in the building industry this year.

“In fact growth is slowing and
any new contracts are to be wel-
comed.”

Metropolitan Life was given
the go-ahead for its R75 million
flagship building, which at a
height of 93m will exceed height
restrictions by 34m, after months
oflnegotiation with the City Coun-
cil.

The building will provide
17 143 m? of office accommoda-
tion, including 2 767 m® of execu-
tive suites, 876 m’ of retail space™.
on the ground floor and under-
cover parking for 210 cars.

Construction of the block,
which has heen designed by
Douglas Roberts Peter Loeben-
berg Architects, is scheduled to
start on Monday, and completed
by April 1993.

Still vacant

Mr Johan van Rensburg, gener-
al manager of Metropolitan Life’s
properiy investment division,
said that while there was not yet
a tenant for the building and
there was concern about the
large amount of office space
coming on stream in the near fu-
ture, the property market in
Cape Town had shown more re-
silience to adverse economic con-
ditions than other major centres
in South Africa.

“And this development is in
keeping with projected demand
for high quality office accommo-
dation in the Cape Town CBD. We
are confident that by the time
construction is completed de-
mand for space will have picked

”

up.

He said he had allowed for
quite a high vacancy level initial-
ly and Metropolitan was still con-
sidering taking some of the space
itself for non-administrative staff
who would not be moving to the
new Parc du Cap offices in Bell-
ville, ‘

“It will depend on plans to up-
grade our Wale Sireet offices,” he
said.

Mr Van Rensburg said rentals
would be in the region of R35 a
square metre, giving them an ad-
vantage over similar buildings
coming on stream in the next few
years.

Housing Safren

Last month Old Mutual also
disclosed it would build a
R100 million office tower in the
city centre to serve as the new
headquarters of Safmarine.

A main contractor for the
building still had to be appointed,
but this contract was expected to’
secure hundreds more jobs in the
industry.

Dr Philip Theron, the newly
appointed preject co-ordinator
for the City Council who was in-
strumental in getting Metropoli-
tan Life’s plans passed, this week
weleomed the developments.

“They have come at a stage
where Cape Town needs to create
work. Unemployment is a serious
socio economic problem and the
council views job creation of par-
amount importance.” "

He said the City Council ‘was
presently considering develop-
ment propgsals for the 5 ha pow-
er station site and any future de-
velopment there would also help
boost employment.
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MAJOR deregulation
measures giving free-
dom and opportunities
to the SA building indus-
try, announced recently
by government, do not
herald a revolution, says
Development Bank sen-
ior technical specialist
Don Macleod.

Most of the changes
“were introduced in 1985
but went unnoticed”.

He says the so-called

newly rationalised, less
presctiptive set of National

Building " Regulations ' ga- "
- zetted on March 12 and-re--

ported %in newspapers na-
tionwide were “not much
different” from the original

old

Reports b
PETER GALLI

national building regula-
tions published in 1985 and
did not revolutionise these
regulations,

“The new regulations de-
seribed in the Press are a
reworded, corrected and
updated version of those
that came into force in
1985. There is virtually no
difference between the in-
tent of the 1985 version and
that of the new version.

“The 1985 regulations
were innovative.as they be-
came performance-based
rather than prescriptive.
They allowed the freedom

New building rules
€.same

story’

that was claimed as new
last month, but this was
never realised because of
the methed of administra-
tion of these regilations.”

The object of the 1985
regulations was to allow
develvpers and their de-
signers more freedom to in-
troduce innovative building
methods and alternative
materials in order to con-
tain costs.

That was, in fact, mooted
in 1985 and not in 1991 ag
claimed, he adds, :

The regulations were re-
garded by the-indistry: as
extremely flexible, The
problem was that officials,
due to the nature of their
experience and training,
were inflexible,

Bagsed on this experience,
it'vas unlikely that the new
set, would have the desired
liberating effect unless de-
termined efforts ‘were
made by the building au-
-therities to ensure.l.that
their officials imdeérstood,

and-took advantage of “the

Alexible standards arnd free-

dpm of choice provided in
the legislation.

.The original regulations
took up 700 pages in the
Government Gazette, This
was reduced to,40,in 1985.

“With this, the fragment-
ed system of municipal reg-
{ulations fell away - ir;1965
‘and« notin "1991” says

Mi¢lect.

A

R




iy S RT W PR AT T gy R T S -
R T i " " v -+ . ) e
P L

Construction indust'ry <
.’ imulation’

Bloey 1y o$?l (23
THE eivil, building and engineer- 7 m,/,,{,,.g, by steel project, the Proposed Loujs Luyt
ing industries need active indus- PETER GALL| Internationat brewery on the Waest

trial ‘growth angd building devel- Rand, the Alusaf Smelter project
Opment in the next six months to Pected to push construction costs up likely to be built at Richards Bay, and

—PROPERTY —_|

slimulate both the industry and  byat least 5%, had resuited in 2 bleak oil platforms off Durban.
economy, says Management forecast, a number of new contracts These last two projects, and de-
consultants Philj Loots & were signeq thig year. velopments in the petrochemieal jn.
Associates MD Ian assey, However, the industry should not gustry, rimforce the view that Dur.

“Someone needs to take the initia- be complacent, he says, Contractors l';nl ang) he l\{gtal nortltl coast are

tive. The present inertia is dye fothe  need to adopt different strategies for \;ngy . thpr ?": e gpﬁor hities for
Poor level of business and the lack of  work acquisition, particularly in dif- 1 lé’d. t'e “th“r‘i"es issﬁ’i salys.
econotitic and political certainty  fering geographic areas, b e‘:‘eﬁ) nlu ;?12’ P:o'ectOt ;ortfh]gggs

worldwide,” he says, ‘ “This will require greater care ang and prg:riding worf: for local ang offr-l
However, a number of major civil, controls in the execution of such pro- shore contragtors went ahead this

4 building and engineering contraets jects, and in the management of the year. !

have been signed this year, prompt-  risks,” He adds that while these industries

ing some optimism about building The larger companies could no will not bhe booming in the near

b

.-conditions in these industries for the Jonger rely on SA to provide the buli future, the situation is not as bleak o

the introduetion of VAT, Whiclji3 isex- clude the R2,5bn Columbus stainless benefit,” Massey says.

~coming:year, . of their work and it was essential that py,n erceive it to he, :
* <#One%F the reasons for this is the  they looked farther afield, even biggt"}.'{rp organisations aﬂanglggatg;
.umber=of new projects which are  worldwide, looking across the horer into-south-
rlikely to be finalised over the next While SA could operate from a Joy ore Africa for work to fill orger
“few months and in the first half of og base, productivity was 3 prob-  books, A% 3 ,
Jext year.” lem when competing with interng. “This could have af spin-off.ieffect
(. While many projects hag not come  tional markets, through which fjpnt fhire,!’suppliers
.0n Stream ag early as expected ang New projects in the pipeline in- and small confractors eenlg also

—_— el T
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1 By Dale Laatenbac

Star Africa Service

WINDHOEK — War-ra-
vaged Angola presents
immense opportunities
for South African busi-
ness interests, especially
in the South African con-
struetion sector.

This is the opinion of
Paul Runge, manager of
the Africa Business De-
velopment Group of the
SA Foreign Trade Or-
= zanisation (Safto), who
=gays Angola is too im-
—portant for South African
'_companies to ignore.

4 As a potential new
" market it outstrips even
- Kenya in the promise it
" holds,

"1, Mr Runge returned re-
- gently from Luanda,

" where he led a delega-

tion of 10 South African
company representa-
tives.

He said most signifi-
cant in the scope Angola
offered South African
business interests was in
the field of construction.

“There are about 200
bridges countrywide to
be repaired. Seventy per-
cent of the roads need
rehabilitation. With our
shortage of construction
projects’in South Africa,
it’s a dream.” '

It all hinges, of course,
on peace in Angola. Mr
Runge said, however,
that his advice to com-
panies was to position
themselves inside Angola
now.

He cautioned though,
against the expectation
that foreign exchange in

'Huge trade prospects
foreseen In Angola%
' Gl 1Y ‘

Angola was no problem
because of the country’s
oil industry (total ex-
ports for the industry are
estimated to be about
R10,74-billion for 1990).

Angolan sources told
Mr Runge it would take
up to 18 months after
peace was established to
release the major part
of Angola’s earnings tied
up in the war effort.

‘““And they have a
heavy debt problem
{around R18,1 billion), al-
though there is some op-
timism. about debt re-
lief.”

Another problem he
identified was bureau-
cracy and the invest-
ment code, which, while
liberal, was “still just a
set of laws” with not
enough incentives”.




Council to spegd up

THE Town Planning Department of
Johannesburg intends to speed up the
approval of building plans, 75% of
which are domestic applications for
minor alterations, a study has shown.

Based on the newly comjpleted
study, it is envisaged that the pro-
cessing of all plans will be reduced to
15 working days by July 31 1991 and
reduced further to 10 working days
by November 30 1991,

1t says at least 80% of all building
plans submiited for domestic houses

(L1819

LIZ ROUSE

L |

and alterations will be reduced to a
94-hour service by August 31 1951

Provided that applications are cor-
rectly submitted, the approval of
plans for the construction of residen-
tial houses, as well as alferations to
houses, will be processed within 24
hoirs when the service is finally
phased in.

New streamlining procedures will

now be followed. The inspector will

building plan

VIS = atter the application has
been submitied and not necessarily
hefore submission. -

On processing plans, the examiner
will effect technical amendments
and alterations after which he will
stamp and sign the approval.

This procedure will eliminate
weeks, and sometimes months, of
lengthy complex correspendence.

A new procedure will also obviate
the double checking of drawings sub-
mitted by professional engineers.




Violence helps drive

builders fr
A
VIOLENCE,a;)llitical ‘:‘i(.!ertain
and high unemployment were driv-
ing building companies from
strife-torn townships, Time Hous-
ing regional director Kobus le
Roux said this week,

Le Roux said in a statement
Klerksdorp and surrounding areas
had been hit hard by riots, faction.
fighting and consumer boycotts,

“Spiralling violence, political
uncertainty and high unemploy-
ment have combined to force an
exodus from the mining areas of
the western Transvaal by com-
panies which were building houses
for black families.

“All the big contractors are
Eone, but we are going to stay and
keep on seliing houses.”

He added that the continuing
violence had also made some
building societies reluetant to pro-
vide mortgage bonds on
properties,

FHA Homes CE John Weaver
said it was becoming increasingly
difficult to find contractors who
were prepared to build in the town-
ships.

“When we launched our housing
project in Dobsonville (Soweto),
one major building company did
not tender for it,” he said.

The reluctance of financial inst-

i) (2 : lpS

tutions to provide mortgage bonds
was not making things easier.

NBS assistant GM Trevor Oli-
vier agreed that township violence
had led to fewer houses being built.

“Two years ago thousands of
houses were built, but that has
been reduced to a trickle by the
violence. Builders cannot build and
building societies cannot lend mon-
€y to people who want to build
houses because of the violence,

Basil Reed Homes MD Pat Culli-
gan said the reluctance of builders
tobuild in the townships was due to
the enormous losses they were in-
curring through vandalism and
theft.

“Equipment and other materials

associated with building a house
are being stolen and that has made
building in certain areas non-via-
ble. There is also the responsibilty
to one's employees. It is morally
wrong to send people to work in
violence-ridden areas where their
lives will be in danger,” Culligan
said. -
Building Industries Federation
of SA (Bifsa) executive director
Neil Frazer said at least six con-
tractors had pulled ont of the town-
ships becanse of the violence,




Hernus Kriel atta

AN unprecedented attack at Cabinet level
on price fixing in the building materials
industry has been jaunched by Planning,
Provincial Affairs and National Housing
Minister Hernus Kriel.

Speaking at the National Association of
Home Builders’ conference yesterday,
Kriel said monopolistic conditions which
had existed for a long time in the supply of
certain building materials needed to be
addressed as a matter of urgency.

He said it appeared monopolies in the
local industry were basing their prices on
the prices of imported goods and he urged
builders to act against artificially inflated
prices.

“Why are certain imported materials
cheaper than the local products even aiter
shipping and customs costs? But, when
jmport permits are granted, the Jocal ma-
terial is suddenly 5% to 7% cheaper than

. . (32
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the imported product,” Kriel said.

_These price fixing tendencies made it
difficult for builders to negotiate dis-
counts, even on big orders.

He asked delegates if they were going to
accept these conditions in their industry or
do something about it.

Conference speakers and delegaies em-
phasised the challenge facing the building
industry over the housing shortage.

Wider home ownership and afforda-
bility, coupled with the creation of new
jobs and the depoliticisation of housing,
emerged as key issues in a dynamic hous-
ing process aimed at addressing the cur-
rent backlog and giving as many people as
possible a stake in the economy.
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GAPE TOWN — New legislation to SNEERT
make it easier and cheaper for the L LESLEY LA |
puilding industry to proguce new national housing policy and the anticipated
housing is in the pipeline, } resident  impiementation of land reform legislation
F W de Klerk announced yesterday.  which will give all South Africans access to
Government will begin preparing draft  the housing market, De Klerk said.
legisiation in June to rid local al'l‘thorities’ Proposals for a new housing policy are
town establishment regulations of time- expected to released by the SA Housing
consuming and costly pureaucratic re- Advisory Council, chaired by former Audi-
gquirements, De Klerk said in his opening tor-General Joop de Loor, in September.
address to the National Association of The NAHB is expected to make a signifi-
Home Builders' (NAHB) conference. cant contribution to the council’s work.
Urgent attention would also be given to De Klerk urged the private sector to join
minimum standard requirements which forces with government in its efforts to
inflated the final cost of developed sites. address the country's critical housing
Cape Provincial Administration direc- shortage. Government would only be able
tor Charl van Tonder has been transferred  to provide assistance to the very poor.
to the Department of Planning, Provineial The private sector would have to adapt
Affairs and National Housing to prepare  to the new SA’s demands, with the empha-
the new town establishment procedures. A sis on low-cost housing. “I would suggest
draft Bill is expected to be released for that you do not neglect consulting the peo-
comment early next year and introduced ple who are most affected byifhe housing
in Parliament later in the year, he said.  crisis. The communities ¢onicerfed should
Various measures to address the private  be involved if we are'to'ensire 'that their
sector’s cost burden and to enable private needs are addressed effectively,? he:said.
builders to compete with publie sector Pe Klerk, Finance-Minister Barend du
builders, are under consideration. Plessis and IDT chairmar‘ijJaﬁ-"Steyn all
Thesé measures include the amendment  expressed concern at theway rent, service
of strict building standards, the introduc- and bond boycotts, coupled with violence,
tion of a’more acceptable and practical continued to disrupt the housing process.

LA S
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Political Staff

NATIONAL Housing Minister Mr
Hernus Kriel has launched an un-
precedented cabinet-level attack
on price-fixing in the building ma-
terials industry.

Speaking at the National Associa-
tion of Home Builders’ conference in
Cape Town yesterday, Mr Kriel said
monopolistic conditions which had
existed for a long time in the supply of
certain building materials needed to
be addressed as a matter of urgency.

He said it appeared that monopolies
in the local industry were basing their
prices on the prices of imported goods
and he urged builders to act against
artificially inflated prices,

“Why are certain imported materi-
als cheaper than the local products
even after shipping and customs costs,
but, when import permits are granted,
the local material is suddenly 5% to
7% cheaper than the imported prod-
uct?” he asked.

These price-fixing tendencies made

it difficult for builders to negotiate
discounts, even on big orders. “If the
big builders are having problems
keeping costs down, then we are mak-
ing a joke of self-help building pro-
jects because the small builders’
product is even more expensive,” Mr
Kriel said.

“As home-builders, you have a re-
sponsibility,” he told delegates. “Are
you going to accept these conditions in
your industry or are you going to do
something about it?”

Speakers and delegates emphasised
the challenge which faces the build-
ing industry in its efforts to address
SA’s critical housing shortage.

Wider home ownership and afforda-
bility, coupled with the creation of
new jobs, emerged as key issues in a
process aimed at addressing the cur-
rent backiog and giving as many
people as possible a stake in the econ-
omy.

@ Low-cost housing problem in SA
‘can be solved’ — Page 8
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GEARING T0O HIGH(32)

Aclivities: Diversifieq building anet construction

group,

Control; Direcrors 78%.

Chairman: 4 kg Shoredits; vice-chairman: P

Tesar,

Copital structure: 7 0,8m ords. Market capital-

isation: R13m.

Shure market: price: 125¢. Yields: 6,4% on

dividend: 17,6% on earings; p:e ratio, 5,7:

cover, 2,7, 12-month high, 150c; low, 890¢.

Trading volume fast quarter, 39 000 shares,
‘87% ‘8%t g9,

Year fo Dec 3 : 90+
ST debt (Rm) ........, 50 11,8 19,1 14,0
LT debt (Rm) ......... 1.0 48 389 . 7.6
Debtiequity rato ... 0.8 1.9 2.7 1.6
Shareholders’ interest 0,2 0.2 0,12 0,15
Int & leasing cover . —_ 4,1 2,1 1,9
Return on cap (%) .. 101 102 99 9,61
Turnover (Rm) ... 928 66 190 329
Pre-int profit {Rm) ... 3,5 5,2 8,8 9,7+
Pre-int margin (%) .. 7.2 7.8 4,5 3.8
Earamngs (¢) ........... 213 243 30,4 21,8t
Dividends (¢} ......... 10,0 88 80 80t
Net worth () ......... ¢ 97¢ 110 122

* 18 month trading period. } Year to end-June,
T Anmualised,

Raising R3,2m through a rights issue, and
avoiding major acquisitions during the 1999
18-month trading period, Shoredits cut debt
by more than z fifth, But gearing remaing
too high and profitability ig declining.

Chairman Andy Shoredits says the con-
struction industry, which had been surpris-
ingly resilient, mainly thanks to large
amounts of work in progress, started to fee]
the downturn over the past year. Order books
have become more difficult to fill and mar-.
gins have been under pressure,

Results were hit by the liquidation of the
De Bruyn group, for which various Shoredits
companies were doing work. In particular, a
“substantial” provision was made against
the Golden Waik shopping centre contract in
Germiston, The group joined the principal
bandholder in making an offer of compro-
mise to other creditors and converted jts
claim into equity in the centre,

When attributable carnings are annugj-
ised, the resulting R1,77m is down 55% on
1989. Issued equity increased and annual-
ised EPS of 17,3c (before extraordinary
items) was 60% below 1989% 44c,

Interest-bearing debt fell by Ré6,4m:; fixed
assets rose by only R5m and only R820 000
was required to fund growth in working
capital. However, the last figure was affect.
ed by a R5,8m drop in contracts in progress,

80 « FIRARCIAL MAIL » pay o 17 o 1991
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which fell to R19,4m, The debt:equity ratio
was cut to 1,6, the lowest since 1988 but
obviously still too high, as shown by the
sliding interest cover,

Turnover wag stagnant in real terms, de-
spite two acquisitions. In July 1989 it bought
66% of Staefa Contro] Systems, which sup-
plies and instalis electronic contro] devices
used in building services and systems, for 3
“nominal cost.” Ip January 1999 i bought
road paver Akasia Asphalt, which fits into
the civils portfolio, for R4,6m.

Andy Shoredits CXpects turnover to drop
or at best remain static this year, Significant
acquisitions are not expected. He says VAT
will increase the cost of building by 6% but
believes this will be cushioned by more com-
petitive conditiong (which hardly sounds fa.
vourable as far ag margins are concerned.)

The share trades on a pie of 5,6, below the
building and construction sector average of
6.9. Until the group reduces gearing signifi-
cantly, and shows that profitability can hold
up against deteriorating conditions in the
industry, the share will not look attractive,

Stephen Cranston
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hits work on h Use

CAPE TOWN — The provision of low-
.. cost housing has been’seriously cur-
i tailed by township violence and eco-
~-nomic recession over the past 18
months and could come to a halt un-
-cless the issue of violence is resolved.
.. That is the warning that emerged from
+an influential housing conference orga-
nised by the National Association oi Home
~Builders in Cape Town last week.
In an interview after the conference, SA
« Housing Advisory Council chairman Joop
.. de Loor confirmed that township violence
-remained a major obstacle which was
* “practically bringing the entire housing
process to a hait”.

De Loor, who heads a team investigating
*a new national housing policy, said: “Ev-
- erything is in place. The funds are avail-
~able and can be diverted into housing. But,
~unfortunately, the lending institutions do
-not have the confidence to release the

funds because of the threat of non-
payment.
. “As a resnit, the amount of money spent

on housing has declined over the past 18

“months and, with inflation, the number of

units built has declined even further.”

- In cases where funding was available,
-conference delegates said other factors,
» such as sustained economic recession, high
.,-interest rates, competition from state-
», subsidised institutions and the threat of

violence, were keeping private developers

LESLEY LAMBERT

#way from the areas of greatest need.

4 Finance Minister Barend du Plessis and
Independent Development Trust chairman
Jan Steyn implored political leaders to
discourage rent and bond boycotts and oth-
er expressions of political frustration-|
which disrupted the housing process.

Autherities attending the comierence
said the need to depoliticise housing had
become a top pricrity. National Housing
Minister Hernus Kriel suggested that de-
potiticisation conld be achieved by decen-
tralising the housing functions to corpora-
tions represented by both the private and.
publie sectors.

ANC speakers and coloured and Indxan
Ministers from the Houses of Representa-
tives and Delegates supported the urgent
need to renew the housing process, but
warned government not to use the argu-!
ment for depoliticisation to offload respon-
stbilites on to the private sector. ‘

De Loor said his organisation had re-
ceived proposals for strategies to decen-
tralise housing without relieving the state
of its responsibilities. .

The advisory council hoped to submit its.
findings to the Cabinet in Septemnber. Kriel
would then organise a national convention
— with the advisory council’s report as a
working paper, De Loor said.




in 24 hours
By Shirley Woodgate

Long delays in the ap-
proval of house plans by
Johannesburg’s fown
planning department
will be streamlined to a
record 24 hours by
August 30 this year.

Planning chief Eddy -

Magid said with build-
ing costs increasing at
an average 3percent a
meonth, the procedure
which now takes several

months has been over-

hauled, placing more re-
sponsibility on inspec-
tors and engineers.
Future short cutg in-
clude: $ ldq

® An inspector visiting

the site after the appli-
cation is submitted and

" not necessarily before

"

submission. P
@ When the plan is sub-

mitted, the examiner ef- °

fects necessary techni-
cal alterations.

@ Double checks and
lenghty holdups will be
avoided by allowing a
developer tp proceed
after an engineer has
signed a form taking re-
ponsibility for a struc-
ture. - ‘

@ Details of the struc-
tural plan will be
checked on issue of an
occupancy certificate.




| Building plans worth R2,7bn |
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a9 4], GERALD REILLY .
PRERS] l—, The Value of building plans Fassel’ at
current prices in the first quarter this year increased by
17,6% toalmost R2,7bry compared with Januaty to-March
last year according to Central Statistica] Service,

The biggest single increases were for flat,va,ﬂd_ town-
house development — up by 57,2% to R220,6m)" ©

. The value of housing plans increased by 25% to
R795,9m and plans for pon-residential buildings by 28,5%
to R893,8m. Plans for additions and alterations w;ere up
by 16,6% to R750m. . . ..

And in another release yesterday CSS says Tetailers’
tradiiig revéhue in motor vehicles and accessories for the
three mionths to end-Apriliincreased-by 2,8% compared
with the previous three months.
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An architect's model of Firdale, Leisure Davelopments’ new project of eight threa—sltoray flats sited on Firdale Avenue off
Kloof Nek Road, Cape Town. Units will cost fram R365 000 for two bedrooms, and from RE30 000 for thres bedrooms.
Construction of the first homes starts next month.

Building codes ‘are not a

constrainf_on housing

WHILE the housing backlog in
SA has been at a constant and
unacceptably high level for many
years, new incentives are being
offered to address the problem
and constraints on the supply of
land and of finance are being re-
moved, says Development Bank
technical specialist Don Macleod,

“However, there is a widely held
belief that the national building regu-
lations represent a further con-
straint, and it is suggested in some
quarters these should also be re-
moved,” he adds.

This belief is based on the percep-
tion that the standards demanded by
the regulations are too high, that they
hinder development and push up the
cost of buildings, Macleod says.

“But if the nature of the regula-
tions is understood and the regula-
tions are applied correctly, they can
assist in the creation of safe and
healthy housing that is appropriate to

Reports by *
PETER GALLI

a community, no matter what its
level of development,” he says.

The national regulations deal only
with health and safety, and demand a
certain level of performance with re-
gard to these two aspects, but are not
prescriptive, he believes.

The regulations’ requirements
must be met to ensure the health and
safety of the occupants of buildings.
The standard of building is not kept
artificially high by the existence of
the regulations, he says.

“Indeed, if the freedom of choice
inherent in the regulations is used, it
is possible to comply with the regula-
tions’ requirernents and have a dwell-
ing with lower standards than fund-
ing agencies will accept and with
considerably lower standards than
many people aspire to.”

The regulations are then compati-
ble with affordable hrousing, Macleod

TR

believes. However, the authori
sponsible for building approval must
be willing to, and capable of, inter-
preting the regulations, which must
not be confused with deemed-to-
satisfy rules. .

These rules are not mandatory an
describe methods of construetion
that, if foliowed, will result in dura-
ble buildings that satisfy the require-
ments.

Given the economic realities of
southern Africa it is also necessary
that the poor can provide themselves
with basic shelter of any size and
shape and with any material they can
lay their hands on, and this building
activity cannot easily be brought
within the ambit of the regulations,
Macleod points out.

Local authorities should be encour-
aged to ensure that their building
control officers understand the
choice inherent in the regulations
Macleod says.
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Or builders™

By JOSHUA RABOROKO Director of Mepco Mr JC Mitshali said the

THE long-awaited opportunity for all South Afri- unification and creation of 2 strong employer body .
cans, irrespective of colour or creed, who are in  for the building industry must be chailenged by all
the building and construction industry, will be pre-  blacks in construction, sub-contracting, mer-

sented in a seminar on June 7. chandising, manufacturing and supplying,
The seminar. wil] be held at the Sunnyside Park . .
Hotel in Parkrown, Johannesburg. The theme of the seminar is “‘A united, eco-

Mepco Housing and Developers, a member of - nomically sound building association in the new
the Master Builders Association, anticipates this South Africa’” and as the theme implies, it was the
a5 a step towards building a new mixed cconomy  objective to create an awareness among black en. ‘
in a new era fot blacks, trepreneurs to work towards a stronger body., g

_ —— o
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Turnaroun

by ‘Boumat .

Business 'bay Réb.‘iil':‘t;r;' ‘

erating income fall 46%. ,

In the -annual report;
chairman Irvine Brittan

reduce the level O{ﬁ
~used. B\ r

strong ' medicine, Boumat
March 31 1992, operating
R53,5m.

shed more than R12m in op-
erating costs by -closing
businesses that were un-
able to produce acceptable
returns; and gross margms
will benefit . '

forecast is for 67¢ per
share, up from the past

a share is expected to be
paid.

Boumat announced last
month it had amended its
dividend . policy and from
fiscal "1992 will declare a

no more than 25% of Equlty
earnmgs

on violefice and bond pay-
ment«boycotts

Butl. Brittan. notes the
currents'avallahxhty of
loans; bodes well for the
future,u with more thdn
R2bn dlready allocated for
low mcome housmg

tees; in_position to ensure
that lending to this market
is almost risk-free for insti-
tutiongy;: . while .mortgages

thew ole spectrum of mid-
| dle and upper income hous-
1 ing; .«he. §ays.

BUILDING-, and , construc- N
tion group, Boumat isilook= |-
ing fotward to. s tarn- |
around in its fortuhes after |
a poor year which saw op- 1

tells shareholders that for i
fiscal 1992, Boumnat aims to].
improve profltablllty and -

Having aken some |
forecasts that in the year to |

profit should rise 72% tn o

Brittan says, “We have "

year's7¢. Out of these earn- |
ings a cash dividend of ise |

cash dividend amounting to |

He blames the previous ;
year’s pgor showing largely |

“ljere-are also guaran® |

remain freely available for i

Equ1ty accounted, t_he -

'r‘xn

O T



DURBAN — The build-
ing industry was in an
unhealthy state because
many home-builders had
‘left the affordable hous-
ing market late in 1990,
Business and Marketing
- Intelligence (BMI) -MD
Llewellyn Lewis said at
the annual Sapoa con-
vention' yesterday. -
Some of the factors con-
tributing to this were the
continuing unrest, the un-
certainty related to the
first time home-buyers’
subsidies, the lack of a
national housing strategy
and the perceived high risk
and low:returns in the af-
fordable housing market.
“Conditions should re-
main about the same or im-
prove slightly this year.
“However, investment in
housing Should improve as
governmiént commits itgelf
to increased investment in
social Upliftment pro-
grammes over the next five
@ars. -
“From 1095 onwards, a
newgovgrnmg.nt will place
inereased; eniphasis on so-
cio-econoinic upliftment,

s'in an unke
state;-cong

ress told
246114 -

PETER GALLI

particularly related to
housing,” Lewis said.
Providing enough hous-
ing for disadvantaged com-
munities was important as

. it encouraged stable family

life ahd improved health
standards. It also created
an environment conducive
to learning. ..

“In the on-going debate
on redistribution of wealth
or income, the best mecha-
nism to do so is via subsi-
dies designed to create af-
fordability and home-
ownership.”

At the same time, a key

strategic issue was ad-

dressed as the building in-
dustry created the most
employment per unit in
terms of capital invest-
ment, compared with other
other industries.

According to the World
Bank, the strength of the
housing and construction
industry in most couniries
was the single most im-
portant indicator of overall
economic strength, Lewis
said.
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LTA places its

to seize oppor pi 1es

SOLID performances from all
LTA’s divisions and a dramatic
reduction in interest paid enabled
the Anglo-owned construction
group to double attributable
earnings for the year to end-
March 1991.

A slender 2% increase in turnover
to R1,87bn (R1,83bn) translated into a
10% rise in operating profit to R40m
(R36m). Bottom-line profits soared
106% to R23m (R11,4m).

An increased number of shares in
issue saw earnings a share lift 66% to
88c (53c).

Interest

Shareholders received a 25c (20c)
payout, covered 3,5 times.

LTA is no longer in a borrowed
position and earned R1,5m in interest
after paying out R12m the previous
financial year.

Chairman Hilton Davies said that
during the pericd under review the
group was further re-organised. Cer-
tain operations were rationalised and
others regrouped to maximise flexi-
bility and minimise costs.

“Our objective is to ensure that we

can move rapidly to take profitable

MARC HASENFUSS '

advantage of whatever opportunities
are open to us.”

He added that LTA’s ungeared po-
sition would stand the group in good
stead in the current economic cycle.

In his divisional review, Davies
said profits of the earthworks divi-
sion exceeded expectations. Future

E Earnings LTA

Dividends
per share
{cents) 53

22 19 . ;
T e
87 88 89 90

Graphie LEE EMERTON Source:LTA

growth in earthworks depended on
the group’s marketing success be-
yond SA’s borders in light of reduced
government spending on the coun-
try’s road network.

The civil engineering section im-
proved on its budget but needed addi-
tional work due to low levels in civil

elf well

engineering opportunities at present,
Davies said.

“We see some difficulty in filling
the order books for the year to come,
and it is unlikely these companies
will reach the record profit levels in
the past year.”

LTA’s building companies per-
formed satisfactorily. However,
there were losses in low-cost housing
development.

Davies said the process engineer-
ing division had a good year through
parficipation in the Mossel Bay, Sua
Pan and Richards Bay projects.

Successfully

Another good year was expected,
with the division looking to expand in
its metallurgical and chemical engi-
neering areas.

LTA acquired Lennings Rail Ser-
vice (LRS) for cash during the year.
LRS operated successfully in its field
and would be of increasing signifi-
cance in the years ahead, Davies said.

LTA, untraded on the JSE yester-
day at 335c, has come off a recent
high of 350¢.

The share still offers a fair dis-
count to the group’s net asset value
which has come down to 412c (485c).
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MURRAY & Roberts’ (M & R) housing arm
Condev Homes has launched two new sys-
tems to provide an affordable, weather-
proof, temporary home to alleviate the
shortage of heusing in townships and im-
prove conditions in squatter camps.

“The homes are priced from R5 000, but
+must not be viewed as permanent homes,”
says Condev Natal GM Mike Cotterell.
“However, when they are compared with

emporary home scheme

¢ O Sun
people, they offer an mnomuﬁmv_m—.. secure
structure for the short to medium term un-
til better housing can be afforded.”

The Waltberg and Maxi-Home systems
are used, and the house is assembled from
vacuum-laminated sandwhich compo-
nents, or a pre-painted steel exterior skin,
a polystyrene core and a hardboard interi-

g “or skin. .

Spar v
23 bk |
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“Both houses are extremely durable, ar
portable and can be moved in a way that

s laun

allows ail components to be recovered as 4
reused,” Cotterell says. .

. ' He adds that the house can be bought for

cash or through a micro loan plan devised
by The Perm, which is suitable for corpo-
rate employees where pensions can be
used to underpin the loans.

The Waltherg home has a floor area of
20m* with options such as partitions, floor
covering, burglar’ guards and additional
add-onmodeles. |

Waltberg home will initially be aimed at

' the PWV area, while the corrosion-resis-

tant Maxi-home will be distributed in
greater Durban,” Cotterell says.

He says the methods of construction lend
themselves to volume production, with a
potential for more than 4 000 units a year.

Distribution points.will first be esta-
blished near Durban and Johannesburg,
with the ultimate aim being a nationwide
distribution network.

the existing makeshift shelters of many

' :aﬁ,.x,—
]
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A NEW chamber to cater
“for the interests of small
builders, contractors and
allied traders is to be
launched under the um-
brella of the National Af-
rican Federated Chambers
of Commerce at Nasrec
on Saturday.

The Nationat African
Federation for the Build-
ing Industries has set it-
self -two objectives to
ensure fair participation
for small ‘builders in the

L

cha

By JOSHUA
RABOROKO

economic mainsiream,

They will challenge
the,  existing white
monopoly of this industry
and develop an active and
relevant education and
training programme.

President of Nafcoc
Mr Sam Motsuenyane
said the formation of the
new body would be a
major breakthrough for
small builders gnd con-
tractors.

The general manager
of the Nafcoc Housing
Committee, Mr Solly
Moutlana, said over the
years the South African
building industry had
been in control of several
monopolies and that this
needed to be corrected.

The approach adopted
by these giants in assist-
ing smal! builders to de-
velop had been character-
ised by  marketing-
oriented practices and
complete disregard for so-
cial responsibility.

He said: “‘Fortunately

per®

we now have more
determined small builders
and a massive campaign

would be set up by Nafbi
1o ensure fairness and
equity.

**As to the fulfilment
of the second objective,
Nafbi aims to encourage
entrepreneurship, distrib.
ute information on all
aspects of the industry,
especially with regard to
legislation, financial and
economic matters, labour
regulations and technol-
ogy as well as 1o assist
members  with advice,
determine conditions of
employment for the in-
dustry and to encourage
education at all levels.

*“Our aim is to devel-
op an education pro-
gramme that best fulfils
the needs of our members
and industry,” he said.

*“The competency-
based modular training
system prescribed by the
Manpower Training Act
No 39 of 1990 is a step in
the right direction.

““We are in favour of a
dual system of education
which integrates voca-

aunched

tional training  and
modular system to ensure
effective  transfer of
skills,’” he said.

The membership of
Nafbi is drawn from smmail

‘builders, builders associa-

tions, corporate members
and associate members,

Nafbi results from the
new sector affiliation
strategy recently adopted
by Nafcoc and is the im-
proved version of the
housing committee first
established by Nafcoc in
1989.

Other sector affiliation
formed by Nafcoc inciude
the National African Fed-
erated Transport Organi-
sation and the National
Industrial Chamber.

Other affiliations are
expected to be established
later this year.

Speakers at the launch
will include Mr Bob
Tucker, now of the Inde-
pendent Development
Trust, and Professor
Louis Tager of the Uni-
versity of the
Witwatersrand’s law fac-
ulty.

President of Nafcoc Mr Sam Motsuenyane.

Take
care
out
there

BUYING or building
a house is a costly
and complicated
matter.

It is probably the
biggest money mat-
ter you will ever be
involved with in
your life.

It is necessary to
take great care.

Lawyers warn
that people wanting
to buy or build
should not allow
themselves to be
rushed into signing
an agreement.

Save yourself
trouble later by tak-
ing the contract
you are expucted to

sign to.  vyour
employer or to a
lawyer first.

A little good ad-
vice in the begin-
ning can save you a
lot of trouble later.




Boumat takes
LE\\a\,c\ '

Building supplies group Boumat
took some heavy knocks in finan-
cial '91.

A severe recession in the build-
ing industry and the cost of clos-
ing several unprofitable busin-
esses resulted in earpings plum-
meting to Tc (82c) a share in the
12 months to end-March.

Because of the group’s dividend
policy management is commit
to paying out a dividend of 48c a
share for the year under review.
This includes a final dividend of
24¢ a share.

The groyp’s policy is to pay
dividends at a fixed rate equal to
10 percent of shareholders’ funds
at the beginning of the relevant
financial year — irrespective of
the level of earnings. Sharehold-
ers have the option of taking up
bonus shares.

Dividend payments for finan-
cial '91 are expected to total
about R5,8 million which is-nearly
three times its earnings of
R1,8 million. As the board poin
out: “This seems jmprudent, but
we feel strongly that when we
have given undertakings to share-
hoiders we will do averything
possible to honour them.”

As the directors note, this dis-
tribution policy is no onger vi-
able. From financial *92 Boumat
will revert to paying cash divi-
dends only. These dividends will
not exceed 25 percent of equity
earnings.
On the operating side, group
turnover was up 9 percent but
operating profit was down 46 per-
cent to R31million (R57.8 mil-
Jion). Margins were cut from 58

reent to 2,8 percent as a result
of “flerce competl jon”, In addi-
tion the group had to take a
R9,3 million loss with the closure
of several of its unprofitable bu-
sinesses.

Interest payments of R25 mil-
lion (R19 million) and tax of
3,5 million (R19,3 million) left
taxed profit of only R2.2 million
(R19 million).

&)
&
£
l;g;
:
¢,
1

=
©
;;5
%

- L



s
P

"o
.

JOHANNESBURG. — LTA, which is
no longer in a borrowed position and
is for the first time in many years

earning interest, reported a 66% rise
in earnings for the year ended March.

Financial* results released yester-
day, show operating profit before tax-
ation up sharply at R41,6m, compared
with the prévious year’'s R24,4m, on a
little-chang?d turnover of R1870m.

, Earnings of ordinary shareholders
were accordingly higher at R23,2m
against the R1l,4m in the 1990 finan-
cial year. This transtates into earnings
a share of 88c compared with the pre-

vious figure of 53c. - .
A dividend-of;25¢ (20c) a share, on a

greatly increased number of ordinary
shares, was declared, an_increase. of
95%. The increased dividend ‘is .cov-
ered 3,5 times

_ Chairman H K Davies,

'

in_his state-

by,

ore 2961

ment, said the company is onger in
a borrowed position and has cash in
the bank.

Interest charges have consequently
been reduced to a negligible sum, and
the group is earning interest for the
first time in many years.

“This ungeared position will stand
us in good stead in the current econo-
mic cycle.”

He adds that during the year, the
group has been re-organised in a num-
ber of areas with certain operations
being rationalised and others re-
grouped in order to maximise flexibil:
ity and minimise overhead costs.

Davies said: “In the current econo-
mic downswing, the construection in”
dustry is reacting in its customary
manner, by that I mean that work is
being taken at minimal margins and
sometimes below cost, merely to main-
tain turnover.” — Sapa

———
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Business Staff

CAPE Town could by June 1994
face an oversupply of 60 600
square metres of office space —
representing a vacancy factor of
7,6 percent, compared with 6,9
percent now, says Mr Paul De-
vereuz, senior commercial leas-
ing broker for DCF Properties.

Mr Devereuz is one of four Cape
Town members constituting the pan-
el of estate agents involved in re-
searching information for the South
African Property Owners’ Associa-
tion's Office Vacancy Survey.

He said that in the 12 months to
May 1991 the total uptake of A and B
grade office accommodation in Cape
Town was 25 600 square metres, in
Bellville 25 400 square metres and
Claremont 11800 square metres.

The total amount of A and B grade
office space at present available for

"leasing in the three areas was about

pisk flooding 1

208 100 square metres, taking into ac-
count actual vacancies, vacant space
still under lease as well as offices un-
der construction that will be ready
for occupation within the next three
years.

Of this space 137 400 square mefres
is in Cape Town, of which 667 500
square metres is now occupied;
52 200 square metres, of which
189 900 square metres is now occu-
pied, is in Bellville; and, 13 500
square metres, of which 59 800 square
metres is new occupied, is in Clare-
mont.

Mr Devereuz said these figures did
not take into account developments
still to be announced that would be
completed within the next 36 months,
nor did it include proposed office de-
velopments in the Victoria and Al-
fred Waterfront project in Cape
Town.

- “Assuming ne significant changes
in the yearly demand for A and B
grade office accommeodation in these
three centres, and no further devel-

opment for the next three years, cal-
culations indicate that Cape Town’s
supply will take more than five years
and four months to exhaust, Bell-
ville’s just over two years and Clare-
mont one year and seven months.

“These periods, when translated
into square metres, suggest that at
the end of June 1994, Cape Town will
be facing an oversupply of 60 000
square metres, Bellville an undersup-
ply of 24 000 square metres and
Claremont an undersupply of 16 900
square metres,” he said.

Mr Devereuz said that with time
working against developers wishing
to capitalise on the probable medi-
um-term undersupply of accommo-
dation in Claremoni{ and Bellville,
other locations that had office vacan-
cies could only benefit.

“Of note though is the lack of sub-
stantial new development in Bell-
ville, which has displayed exception-
ally strong growth over the past few
years relative to the proliferation of
new developments in Cape Town,

Aot slbhy &
where growth has been slowed owing
to the loss of tenants to the suburbs.

“Furthermore with the advent of
considerable commergeial develop-
ment in the Waterfront, office ten-
ants will now have an additional ad-
dress to choose from when deciding
their location. This will undoubtedly
further affect the relative absorption
of space in the other centres.”

He said based on these figures and
assumptions, it appeared that the
outlook for landlords and developers
of A and B grade buildings in Cape
Town was bleak, while prospects in
Bellville and Claremont remained
“comforting”,

“In all probability this will be the
case. However, unaccounted vari-
ables as well as the changing for-
tunes associated with our dynamic
political-economic envirenment
could well affect these forecasts in
an immeasurable yet substantial
way,” he said. .
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CASH SURGE

A favourable swing in cash generation en-
abled LTA to eliminate the previous year’s
hefty interest bill and lift its earnings by two-
thirds in its year to March. But trading
conditions are worsening, so any further im-
provement this year will be at a slower pace.

A stronger cash flow was evident at the
end of the 1990 year, when there was a net
cash balance (including funds on deposit) of
R29,3m compared with net borrowings of
R48,2m at the 1989 year-cnd. This time, the
net cash and funds on deposit had increased
to R92,4m, and for the first time in many
years interest income (R1,5m) was being
received,

MD Colin Wood says several factors were
responsible, including the completion of
some successful contracts, tighter asset man-
agement and the resolution of certain legal
claims. Expenditure on new plant was also
cut back, partly because the group is in-

e
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volved, in a smaller number of large con-
tracts.

Thanks to a modest widening of margins,
pre-interest profit climbed by a tenth. Man-
agement is optimistic that Jiquidity will con-
tinue to improve over the next 12 months, as
there is sufficient work available at present
at reasonable margins. But there is more
concern about the next financial year.

Chairman Hylton Davies notes that the
construction industry is reacting to the
downturn in its traditional manner, work is
being taken at minimal margins and some-
times below cost, merely to maintain turn-
over.

Wood says LTA is not taking much addi-
tional work at present, but may need to do so
as the year progresses. He believes the con-
struction industry, which usually lags the
rest of the economy, is only now entering
recession. It is hoped that a large contract
that LTA has in the Lesotho Highlands
project will help in the downturn.

However, at this stage the group’s stron- .
gest point may be its ungeared balance sheet,
with the prospect of receiving higher interest
income. That could allow some scope for a
further dividend improvement after last
year’s 25% advance, though another increase
in the cover must bea possibility. At 335¢c,0on
a 3,5 earnings multiple, the share does not
look expensive. Andrew McNufty
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WHILE opinion varies on
whether there will be a
“beat VAT” rush into com-

property, the value of
building plans passed con-
tinues to rise, = -

(CSS) show the value of
plans passed at current
prices in 1990 rose 16,2% to
R10,64bn from R9,15bn in
1989 )

- The value- of buildings
actially completed in 1990
at current prices rose 12%
to R5;86bn from R5,24bn in
1989+

" Increase

Inv addition, the value of

plans passed and buildings °

completed so far in 1991,at

sponiding period in 1990, ‘
In January, R726m wortlf
of building plans were

RE62m-imJanuary 1990.

tial' building plans passed
rose21,4%) to R222,5m.
TheFebruary figure for
building plans passed at
current prices shows a 44%

passed co

mercial and industirial

Figures released by the
Central Statistical Service

curfént prices has shown.
an increase over thé corre- -

passed, 10% up on the-

The valuk of non-residen-

ue of buildin

il‘:s‘c}ease over the January
figure, at R1,044bn, and a
25% improvement on the
corresponding period in
1990 (R834m). .

The provisional figure
for March of R923,2m
showed- a -15% improve-
* ment ‘on the March 1990
figure of R801m, but was
12% down on the February
1991 figure,

The total value of build-
ing plans passed in the first
quarter of .1991 rose by
17,6% to R2,7hn.

‘The value of buildings
completed in January 1991
reflected a 24% rise to
R472m from 1990's R380m,
with nen-residential build-
ings soaring 25,5% to
R1449m.
¥4 The Fébruary figure was
* 137 higlier on the mionth at
. R526m and 7% up on the

1980, the CSS report says.
““The" preliminary figure
for March 1991 is 8% up on
the year at R493m, but 6%
down on February's figure,
“with the value at eurrent
prices for the first quarter
beffiz'12% higher at R1,5bn
from 1990's R1,33bn,
" As these figures are at
current prices, inflation

iy

- m

‘eorresponding period in

g plans

mifltal\;!ﬂ?s tsa rise

aken into aecount.
Once this is done, the val-
ue of non-residential build-
ings completed continues to
show real growth.
Property economists Ne-
ville Berkowitz says the
figures do not denote a
“beat VAT” rush as the
“gestation period” for com-
mercial and industrial de-
velopment is between two
and three years.

Stockpil&

“The only way the devel-
oper could avoid paying
VAT on materials would be
to stockpile these,“but he
would then have to bear the
costs of holding them, so it
is a no-win situation,”
Berkowitz says, -

The fact that more non-
residential buildings are
coming on-stream is wor-
rying, as this market is
oversupplied. )

“What we need are more
tenants and not  more
space, but it must be re-
membered the dévelop-
ments being completed
were begun two to three
years ago, when the mmarket
was more buovant,”
Berkowitz says.
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Building supplies group, Bournat
took some heavy knocks.in finan-
. cial 9% S AR
e o ! ot
|+ A severeirecession in the build-
' Ingiindustry and the cost of clog.
ing;,‘sevé;’a_i} unprofitable,}ibusin-
- €586 resulted in earnings pluni-
mtting;tg;?b (82c) a shareijn the
“12mon 5't0 end-March,
1. . iBecause of the group’s dividend
II... policy. Inanagement is committed
to, paying out a dividend of 48c a
-, share for 'the'year. under réview.
. This includes a final’ dividend of

" 2cashare, . )
*The.group’s ‘policy is to pay

dividends at a fixed rate equal to

10 perdent of shareholders’ funds
+at"the; beginning ‘of the Trelevant
;. financial.year. — {irrespective of
| ~the levelof earnings, - Sharehold.
i » ers.have'the option of taking up
: bogus;’s.yfa;res. g
"+ Dividénid_payments for finap-
*cial '91%ars €xpected to total
- about R5'8 million which Is nearly
three times its earnings .d%

R18million. As the board poin
».out: “This seems Imprudent, by
.. We feel:'strongly that when we
. have given undertakings to share-
" holdersiwe will do everything
possible to’honour them.” !
As the directors note, this dis-
tribution! policy is no longer vi-
* able 'From*financial 'g2 Boumat
will revert to paying cash divi-
dends, only. These dividends wil
not exceed ‘25 percent of equit;
e_arning§. ) g
Qn‘f]:ppm“pperating side, group
turnover ‘was up 9 percent~but
operating profit was down 46 per-
cent, 9 R31 million (57,4 il.
lion). Margins were cut'from 5,8
percent {028 percent’ss a resilt
of “fiéree ‘competition”. In aqdi.
tion the*sroup padie také'a
Ry ¥million loss with' thf cloaiia
Of SeVEFAT'of -its' unprofiffjEid by,
sirésses, e e
Interest payménts?
lion (R19 millign) ;
R3,5Mmillion (R19,37
- taxed- profit ofr,_cinl'

(R19 million), "]
s L. ‘.-u}_. .

+ miilion

—
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A - in Zola.

** The alarming high rate of “They took the cay and of-
‘erime-and violence in Soweto dered me to run for dear life;
« Was an anathema to the towp. Mr Jiyana said, adding that he
- ship’s thriying blilding indus. , Still has not managed to rep]a?e
try. contractors sajd last week. . the vehicie, , N
. iThe ¢o-ordinator of the 4 builder. depends a lot '

Trensvaal African Builders Ay,  his torial pansport é?m‘iee“(‘,’::
sociation, William Jiyana, said g'gbilil?y ?s taken am ayyy o
f]na“y builders in the townshgp have to depend on the supplier
ad suffered losges after their to deli oods, which
vehicles and stock had beep ngeii:l':g é?{‘;rwge oks With di
taken a gunP %int by robbers. ' 8astrous effeets op profit.”
¢ In‘the mogt récent incident “The vietims, Mr Jiyana
ohannes Faber of Bokshurg.  4ded. onis up doubling their
oS shot and robbed of hi vay debis by borrowing money to
fat a bulldlng Site in Ceﬂtral buy new, Vehicles to keep their
Western Jabavu by yoytrs businesses going — while sgil]

Taken by robbérs

last Tuesday, . - paying instalments op the stov
The stolen'vehieles ang goods  len vehicles, T
are later sold cheaply in the “The thieveg claim that they
", Sprawling township’s huge mar- are ‘repossessipg’ what white
ket for stolen googs, v people: s‘tolg.._f;'t.)m-:jtheit; fore,f,';i-‘

- Mr Jiyana, who also belongs  thers, which is'tiof fr. e, .
to the Itsoseng Builders’ Asso- “In fact, it jg your own black

ciation in Soweto, recently had brother who impoverishes yoy
his delivery vap and stock by taking yoyr broperty.”
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CAPE TOWN — More
than R2,7 million was’
written off by Ovbel
Holdings as the cost of
.} closing down the building
division of Bellandia, one
of the Cape’s oldest and
well-established home
builders.

This is disclosed in
Ovbel’s annual report for
the year to March 31.

Chairman Andrew
Ovenstone said the
write-off was one of the

earnings to R4,5 million.
The housing industry
experienced its most dif-
ficult year since Bellan-
dia was founded more
..{ than 25 years ago.
" I Persistently high in-
terest rates and the gen-
‘erd] ecohomie ‘downturn:

resulted not enly'in & de-
| cline in demand for new

" houses, but resulted in
repossessions by finan-
cial institutions in the
less expensive areas.

This was followed by
the liquidation of repos-

"!| ed prices and financial
institutions reducing
their lending. . » . .~
~|= “Bellandia’s business
in these areas slowed to

main reasons for the 27-
percent drop in group-

and loss of employment,

sessed stock at discount~*

o SSHINIMINE WnHou

1 Ovbel Holdings
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off R2,7-m

By Tom Hood%ﬁ(\ /\‘\a trickle, which impact-

ed negatively on results,”
said Mr Ovenstone,

“We regretablyihad to
restructure ‘for the fu-
ture. This meant consid-
erable retrenchment and
the elimination*of our
own building operations.

“In future, Bellandia
will concentrate on resi
dential township and
housing development and
will sub-coniract the
construction aspects of
its developmenis.”
~ Qvcon, the building
and civil engineering
arm of Ovbel, had se-
cured a satisfactory
order book with projects
like the Victoria Wharf
(R60 million), Mill Park
(R24 million) and Protea
Assurance House (R20
million), but it still had
spare capacity and the

ability to build large and.

fast-track structures.

Profits exceeded fore-
casts by 20 percent in the
second half. Ovcon had
cash holdings of nearly
R17 million at the year-
end and was well placed
to perform satisfactority
in the current year, said
Mr Ovenstone,

Ovbel’s property inter-
ests were unlikely to de-
.liver a smooth flow of
earnings. .

Analysis of assets,

however, revealed un-
derlying strength and
substantial profits to be
earned in the future.
Ovbel was able to

slash borrowings from .

R23,5 million to R15,5
million by March 31. The
percentage of borrow-
ings to shareholders
funds was down to 34
from 44 percent a year
ago and was well within
the group’s self-imposed
limits of between 50 and
60 percent of total share-
holders funds, said Mr
Ovenstone.

This placed the group
in a strong position to
take advantage of oppor-
tunities in the futire.

Ovland, the property

arm, had increased prof-
its substantially in spite
of lower demand for of-
fices and shops.
+ Timeshare had a diffi-
cult year. Durban and
South Coast timeshare
projects had not met ex-
peetations because of an
oversupply of timeshare
stock. -

Emphasis in the fu-
ture, however, was likely
to be on industrial de-
velopments.

Ovdeco, which devel-
ops and markets coastal
resorts, had performed
well and profits should
be generated by new
projects in the pipeline.

oy
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Boost for the retail sector . . . Palm Court centre a

Group Five bucks tough trend
rth R400 m

with contft

_Ed Wilson, managing

director, Group Five

Building . . . still work”
available.

AN

Conditions continue to be
tough in the building in-
dustry but at least one
leading company and its
associates are bucking
the trend with capital-in-
tensive contracts total-
ling about R400 million
throughout the country.
The big ones in the
Group Five Building
book are a R60 million
hi-tech industrial park
and a R108 million shop-
ping complex at Midrand
being huilt by GFB’s
Goldstein Building
Transvaal for the Shel-
staton Two group.
Among other major
contracts in the PWV
area are the R13 million

acts wo

2

Rivonia Boulevard for
0Old Mutual ard the
R38 million office
project in Rosebank for
property company JH
Isaacs.

Ed Wilson, managing
director of Group Five
Building, says: “‘Apart
from our commitment to
the PWV building scene,
Natal-based Group Five
Building-Stevenson,
which as just completed
the Reserve Bank com-
plex in Durban, is now
hard at work on a
R71 million contract for
a new Natal Building So-
ciety headquarters oppo-
site Kingsmead cricket
ground.”

t im:m.,..am

The group is also ac-
tive in coastal develop-
ment and a prestige con-
tract is for a 300-bed-
room residential block
near the Victoria and
Alfred Waterfront de-
velopment for the UCT’s
Graduate School of Busi-
ness. This R30 million
job is being handled by
Group Five Building-RH
Morris.

“While not in the least
minimising the effect of
the current downturn in
the industry which, in my
view, has not yet bot-
tomed out, our workload
shows there is still work
available,” says Mr Wil-
son.




No upturn expegted,

PRETQORIA — No signifi-
cant upturn in the building
industry can be expected
until well into the second
half of next year, the Build-
ing Industries’ Federation
of SA (Bifsa) says.

Bifsa economist Charles
Martin was ecommenting
on the latest Central Statis-
tical Service figures which
show that in the first four
months of the year the val-
ue of building plans passed
increased by 32,2% to
R3,821bn, compared with
the same four mdnths last
year. ,

However, Martin pre-
dicted a high percentage of
the projects would be can-
- celled because of the reces-
-sion and the continued in-
crease in the cost of
building.

The CSS figures show
that the value of housing

BUSINESS DAY, Tuesday, July 2 1991 3

| cERALD REMLY |

plans passed between Jan-
vary and April increased
by just 6% over the pre-
vious quarter to R1,101bn.

In the non-residential
sector some work was in
progress, most of it con-
tracts being completed.
CS8 figures show that plans
passed in this sector in-
creased by 44,9% to
R1,292bn.

However, Martin said
new work was negligible.

Bifsa
y?—l‘t | 1 | B

Ithough the economy
was expected to start pull-
ing out of recession in the
first quarter of next year,
“there is little likelihood of
an upturn in the building
industry until well into the
second half of 1992,” he
said.

Martin said unemploy-
ment in the industry was
still rising, particularly
among unskilled workers.

He estimated that em-
ployment had declined
from a peak of 265000 to
about 245 060.
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— COMPANIES

ALTHOUGH LTA’s short-term perform-
ance was difficult to predict, chairman
Hilton Davies was confident that the con-
struction group’s long-term strategy was
sound. S

In LTA’s annual review, Davies said if
the various external factors affecting the
construction industry allowed LTA to
grow, the group would at' least grow
commensurately, ‘

In the current economic downturn, the
censtruction industry was reaecting in its
traditional manner with work being taken
at minimal margins and sometimes helow
cost merely to maintain turnover.

Davies expeécted LTA's building com-
panies, earthmoving and roadmaking,
electrical contracting, and property devel-
opment to increase profits in the current
year. . |
The group's huilding division had suffi-
cient prospects in the coming months to

LTA -".g'fé.étrea for lon g-term prosperity’

ensure that reguired work levels wo e
secured. hidee o | THqi (32 )

However, said Davies, the properfyaivi-
sion will dispose of its maligned operations
in the retirement accommodation and

black housing markets in the current
financial year. ‘

The civil engineering division would
struggle as a result of work shortages and
tightening margins, and profits:are expeet-
ed to slow in the year ahead, he, said.

LTA’s share reacted to the strong year-
end results and moved to a new high of
375¢ last week. In the year to March 1991
LTA stunned most market observers by
reporting a 66% increase in earnings a

MARC HASENFUSS |

- share to 88c (53c) and redueing borrowings |

to the extent that the group now stands in
an ungeared position, :




OVBEL &m V"Wl
EVENTEUL YEAR (32D

Activitiest Property developmant and trading.
Controls Ovenstone family, directorate and
management control 33%.

Executive chuirman: A D P Ovenstone.
Capital structure: 29,4m ords, Market capital-
jsation: R18,5m.

,!'asliuu market: Price; 63c. Yialds: 13:5% on
dividend: 24% on earnings; p:e ratio, 4, 1.
cover, 1,8. 12-month high, 85¢; low, 63c.
Trading volume last quarter, '138 490 sr‘mr'e’si
Yoar to March 88 89 %0

10,2 4,7

ST debt (Am} .eeeeeens 5,3 3.7 ,
LT debt (Rm} ...coovee 9.2 89 134 (1)04,2

| Debtiaguity ratio ... 053 036 o.g ; 42
Shareholders’ interest 0,37 033 0, n;’a
int & leasing cover . 3,47 3,98 m’; v
Return on cap (%) .. 5.8 7.0 6.2 23'4
Tumover (BM) ceeeenr 167 269 3726 g
Prevint profit (Rm) ... 5.1 7.6 2.3 2.3
Pre-int margin (%) .. 2.9 28 . 15.3
Earnings (€} weeeesns 123 174 2; g 8 5..
Dividends (& ... 50 7.0 2,.5 {13
Net worth (&) .cceeuees 102 112 1

» Excludes special “in spocia” dividend of 12c.

It is always difficult to know just wpen to cut
one’s losses. Had Bellandia terrrpna:ned its
building activities a year before it dlq, tl}c
loss ascribed to it and the resultant decline in

N

EXES

In a year marked by a number of imi?clf}-
tant events for Ovbel, the building division o’
Bellandia, with inevitable retrenchmeqﬁ-
was eventually closed. Bellandia has mei!gec‘l‘)
with Ovland, but each will continue to t:@lﬁ
under its original name. wes

More significantly, Ovcon was deconsoliy

Ovbel’s earnings could have been lessened.
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dated from Ovbel and listed separately in the
Building and Construction sector. To
achieve a respectable spread of shareholders,
while at the same time securing the interests
of Ovbel’s shareholders, part of Ovbel’s in-
terest in Ovcon was distributed to its own
shareholders. This was achieved, for no cash
consideration, by way of an-.in specie divi-
dend equivalent to ¥2c per share, which
carried allotment rights to shares in Ovecon.

» Shareholders then had the option to retain
their share entitlement to Ovcon, or to accept
an offer from Ovcon’s management and staff
to buy the major part of Ovcon shares dis-
tributed. Ovcon management and staff now
tributed. Management and staff now control

?vcon.

-has become a property development and
trading group, its listing was transferred to
he JSE's property sector. Owing to this

restructuring and the closure of the Bellan-
ia construction division, an extraordinary
loss of R1,8m was incurred.

& Turnover fell because of the reconstruc-

. fion and the Bellandia closure. The directors
ascribe the 27% decline in EPS mainly to
Kigher interest payments and a higher tax

arge.

. ¥ Because of the reconstruction, comparison

1990 Source J D Andorson
i FINANGIAL MAIL » JULY « 5 » 1991 + 89

byt

year is not valid. Ovbel emerges with consid-
erably less debt, lower gearing, a better cur-
rent ratio (3:1) and a stronger balance sheet.
Since the immediate outlook for property
development is not good, Ovbel’s growth this
year is likely to be unexciting. To nifke
matiers more arduous, tax shelters previoiis-
ly available have been eliminated and the
effective tax rate will be close to 50%. "'

It is difficult to see how the share‘eduld
merit a better rating than the market is
according it at present, even though it stands
at a substantial discount to the 113c net
worth, Gerald Hirshon

‘ %{‘ the 1991 figures with those of the previous




Rethink urged,on

housing st

THE World Bank has urged government
and the private sector to conduct & major
rethink of housing strategies.

Housing sources said the bank had pro-
vided them with detailed suggestions in a
critical report circulated after the bank’s
recent visit to SA. Government sources
emphasised, however, that the confldential
report had “no offictal status and merely
reflects the bank's first impressions”.

The bank strongly urged the Indepen-
dent Development Trust (IDT) to reconsi-
der its proposed capital subsidy plaf, say-
ing not enough people would Lenefit from
current proposals, The size of the subsidles
and the standards were apparently too
high. The bank called for “broader rather
than deeper” subsidy schemes aimed at
reaching as many people as possible.

It also told SA banks and building soci-
eties they were using the political climate
as a “convenient excuse” for not taking
part in the top end of the black housing
market, let alone in the bottom section

3L gy%

GRETA STEYN .|

The report called on banks and societies to
meef civie organisations and other fion-
parliamentary groups to hamme? .out
ways In which the Institutions could be-
come more involved In mass housing.
The bank wanted financial institutions
— rather than government — %o be-the
rimary providers of housing finanhce.
-{eaving it to the public sector carried the
threat of pushing the fiscal deflcit to dan-
‘gerously high levels, Mechanisms had tp be
found to encourage private flnancial insti-
tutions to move “downmarket”. " ¥.
| The bank also urged financtal insfitu-
tions to develop more flexible mortgage
Iending preducts, suggesting that mort-
giage payments be linked to 4 wage Ihdex,
. It criticised the lack of competitiot in
the bullding industry. The market stfuc-
ture of the construction industry, includthg
manufacture of building materials, nedded

! ] .. O To Page 2_ ' ¥
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an overhaul. Lack of competition saw
prices rather than output increase when
demand rose, the bank said.

Of major importance in a housing strate-
gy was the racial and spatial integration of
cities — a change that would benefit the
economy by improving efficiency.

'I"he World Bank likened SA’s housing
policy under apartheid to those of the com-
mand economies of Easterii Europe. As a
result of these policies, the housing sector
underperformed. The economy as a whole
was affected. Spending on housing in SA
was well below that of other comparable
countries when expressed as a percentage
of GNP.

Although residential building had a
major effect on the economy, directly and
indirectly, the bank cautioned against ex-

pecting tot much of housing as a “kick-
start” to the economy — the approach
propagated by the Old Mutual/Nedcor sce-
nario at present.

The bank suggested that the macro-eco-
nomic implications of alternative home
bu_xlding programmes be explored in de-
tail, so that the economic risks could be
pinned down. These risks included the ef-
fects on inflation, the balance of payments
and the fiscal defieit,

The bank felt SA could benefit from
studying the Chilean experience of housing
as fiscal stimulus to the economy. The
country introduced large-scale capital
subsidies that went directly to the benefi-
ciaries and competitive tendering for low-
cost housing.




Business Editor

VALUE ADDED TAX (VAT) will push
up the cost of new homes by at least
5%, say Stellenbosch building econo-
mists W F Kilian and G J J Snyman.

In areport issued by Medium-term Fore-
casting Associates (Ce), they say that al-
though tender rates are likely to be lower
after September 30 the addition of VAT
will raise the price paid by the customer
above present levels.

Warning that uthe introduction of VAT
will have far-reaching effects on the build-
ing industry,” they say they have quanti-
fied its effect on the Haylett Formula —
the provision for bujlders to adjust con-
tract prices — and tender prices.

Tt is known that because of certain VAT
tax credits granted to contractors and the

- Lo i e

elimination of general sales tax (GST) on
building materials and plant and equip-
ment items, tendered rates can be adjust-
ed downwards after September 30, 1991.

“1t is also known that the degree of com-
petition in tendering is assuming cut-
fhroat proportions and that the non-ré-
sidential building market is still firmly in
the confractionary phase of the building
cycle.

«“By the time that VAT is introduced
competition in tendering will be even
more stringent than at present — this will
ensure that savings on input costs will be
reflected in relatively lower tender
prices.”

But, they warn, «y AT will then be added
on to contract prices as 4 separately iden-
tifiable sum.

«Therefore,

notwithstanding the fact

that contractors’ input costs will decrease
at the point that VAT is introduced, build-
ing costs to the employer/ client/ho-
meowner will rise by a minimum of 5%.

“If vnommmmrusmw fees are taken into
account the rise will be roughly 6%."

This, they explain, is because “VAT is
payable on all materials, plant, labout,
overheads, contractors’ profits and even
on consultants’ fees.”

Applying these percentages to home-
building, they say, ‘one can calculate that
the cost of a new R100 000 house will rise
to about R105 000 after VAT is introduced.

“The cost of a R150 000 house will rise to
at teast R157 000.”

In view of this, they advise, “build now
while labour and materials are in abun-
dant supply and before the additional
VAT increases become effective.”

———_ [ kil
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| Concor pro;ects

oﬁﬂﬂ 5m

CONCOﬁ B’u]c'm has been
awarded, contracts . t0.; 'the
value of R36,5m for-a sup-
ermarket, two office’blocks |
and . major . extensions to
two existing complexes de-
spite a general slowdown in
the construction mdustry
'The largest of .the con-
tracts is a multimillion-
rand deal to build new
headquarters for mdustnal

[ company Steinmull
‘Sandton: - @
; Work “has begmi-on a

.three-storey complex
fronting Aututnn’ Stréet,
just off Rivonia Road;setin
.- | 8,5ha of parkland .
‘ The contraet is with Fer- {
soe Property Development,
developers of . .the Stein--
muller. project. [O{’”‘T |
1t will provide: 1000m*
} of office space surroundmg
fwo atriums.. -
"“Theentire staff of Stein-
.muller-will: be. accommo-
dated+in the building, as:
* .| well as a number of operat-
1 ing subsidiaries, currently
housed in officés in Sand-
ton, Randburg and ;Wyn-'
berg,” said Concor Building
/| director Derick van Eeden.
] ..The, job began.in April
and is scheduled f6r com-
pletion by June next year.:




on September 30 will have
far-reaching effects for the
building industry, say Stel-
lenbosch building "~ econo-
mists Medium-Term Fore-
casting Associates (MFA),

“Because certain tax
credits are granted to eon-
tractors and GST will be
eliminated on building ma- |
terials and plant and equip-
ment items, tendered rates
can be adjusted downwards
after September 30,

“The degree of competi-
tion in tendering is assum-
ing cut-throat proportions,
with the non-residential
building market still firmly
in the contractionary phase
of the building cycle”

By the time VAT i3 intro-
duced, tendering competi-
tion will be even more
stringent, which will ensure
that input cost savings will ‘
be refiected in relatively
lower tender prices, it says.

VAT will then be added
to contract prices.

Despite the fact'that con-
tractors’ input costs will
drop when VAT is intro-
duced, building costs to the
employer, client and home-
owner will rise at least 5%,
MFA predicts.

Once professional fees
are taken into account, the
increase will be about §%.

MFA specialises in fore-
casting indices of the build-
ers’ contract price adjust-
ment provigions (the
Haylett Formula) and ten-
der prices, 10[117 I 1

MFA quantified the ef-
fects of VAT on the Haylett
Formula and tender prices
after a series of VAT semi-
nars arranged by Bifsa and
other professional bodies,
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An upgrading of roads in
"the PWV area will cost

R3,1 billion before the
year 2000, the Transvaal
Provincial Administra-
tion said yesterday.

Peter Wilken, director
of laison servmes at the
TPA, said overloading of
heavy vehicles was of
major concern because it
was responsible for more
than half the,wdamage to
roadg.

One overloaded vehi-
cle was eomparable to 16
vehicles using-the maxi-

G pgradmg oir'] roads
ALyl to'Cost R3- bn

mum load allowed =
and a heavy vehicle,
loaded at double its legal
limit caused the sarme:
damage as 75 000 pass¢h-
ger vehicles,

Of the total number of -
vehicies using Somnth
Africa’s roads daﬂy,
56,7 percent were usmg
the 48500 km of road in
the Transvaal. This
made the prov:nce s .
roads the most vulner-.
able to damage. -

The’ replaeement
value of the Transyaal
roads network was
R21,2 billion. i




Less gl ' ﬁﬁlﬁ‘fﬂa ind@y
Deten‘oratmg‘husiness conditions “Quantity Surveyors are also industry and say if things do not
in the huilding industry are pot- less Pessimistic, with only a small improve soon, the industry conlq
toming out, the Bureau for Eco- decrease in thejr level of confi- be severely damaged.
nomic Research (BER) at Stellen- dence, Supporting the expectation 1t would not be apje to recoy-
bosch University Says in its latest  of improvements jp conditions in er, should conditions suddenly jm-
survey, the building industry towards brove, they say.

Conditions are not improving, pext year.”
but the tempo of deterioration s The bureay says building costs hi Eh_e tlé“‘Ck tc’:afgsv:;’émugﬁa‘ﬁg;%
slowing, with Prospects of im- e riging at g much sjower ER in d res ds are again men.
provement towards the eng of tempo than in 1999 ang indica-  Union demands &

the year or early next year. tions are that, excluding the ef. :lzoned as tﬁ?ﬁhﬁﬁ%ﬁ?ﬁng to
“Although commentary Elven  fect of VAT, the average year-on. € poor 5 ry.

by members of the architectural  yeqy Percentage increase coylg 'HOPGfUH'Y:, the forecasts made

profession is stil gloomy, there is e helow the 12 peroent mark, by the barticipants in the Survey

a slight Improvenment in thejr However, all four groups of  Will come to frujtiop and condi-

level of confidencg, which indj- participants — architects, quap- tions in the industry will show
cates they fegl conditions are tity surveyors, building contrge. S'ens of improvement towards

showing potential improvement,”  {omg and sub-contractops — are  the end of 1991 or the beginning of
the bureay says, concerned about the state of the  1992” says the RER — Sapa.




Building

i@dustry is

doldrums

still i the
[ " unbaewsoh T

CAPE TOWN — Conditions in the building
industry remain, as bad as ever, but the
Bureau for Economic Research (BER) be-
lieves it has passed the low point of the
current downswing,

The BER's survey of conditions in the
industry in the second quarter suggested
that signs of improvement could become
apparent by the
beginning of 1992

it said the survey resylts indicated that
deteriorating business conditions were
bottoming out. Conditions were still not
improving but the “tempo of deterioration
is slowing down”.

Architects were slightly more confident
— their confidence level rose 3% — and
they expected an improvement in the third
quarter. However, quantity surveyors
were less confident and the feelings of
building contractors remained unchanged,

“Subcontractors on the other hand ex-
perienced a drastic decrease in their level
of business confidence since the previous
survey,” the report said. Their level of
confidence dropped by 11%.

The survey found that tendering com-
petition among residential building sub-
contractors had increased by 16%, indicat-
ing a sharp . ecrease in the amount of
available work.w -

Building costs‘are inereasing at a slower
rate than during 1990. The year-on-year
change dropped to 12.9% in the second
quarter compared with 16,6% for the first

end of the year or the )

.. BER building
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quarter and 149% for 1991,

The bureau has forecast an average
Year-on-year increase in building costs be-
low 12%, excluding the impact of VAT.

“It is expected, however, that VAT will
increase building costs by between 4% and
6% over and above normal increases.”

All four
quantity surveyors, building eontractors
and subeontractors — fejt that if condi-
tions did not improve the industry would
be severely damaged and it would not he
able to recover should conditions suddenly
improve. The lack of government work,
high interest rates and unrealistic unjon
demands were mentioned ag contributing

groups polled — architects,

factors to the poor state of the industry.

e
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Biliiding costs

spiral

shows sign“‘gﬂf ‘easing

BLAISE HOPKINSON,

Business Staff @

THE spiral in building costs is slow-
ing down and forecasts by Stellen-
bosch University’s Bureau for Eco-
 nomic Research put this year’s
" increase at 12 percent, compare with
last year’s-14,9 percent.

The 12 percent doesn’t take VAT
into account, but the bureau has antic-
ipated this will become apparent only
in the first quarter next year.

Mrs Ursula Segalla, author of the
BER’s sécond quarter report on the
industry, said architects and quantity
surveyors expected condtions to im-
_prove in the first quarter. 5

She added these results were an in-
dication the downward phase in the
building industry was levelling off.

“A'further indicationtof thisis'the
fact that-the level of businessiconfi:
dence among -polled.architects has
shown a slight’ improvement. If one

looks' at their level of business confi-.

dence over the past'four quarters,:
there has- been 'virtually nosichahge,
which confirms this fact,” Mrs Segalla;
said.. - P enr
But she:added that.building con-;
tractors weren’t anyimore optimistic;
but that there was;about,a:quarter’s
lag between these.two. groups. :iiog
-“Sub-contractors:on the other’hand
experienced a drastic decrease.in
their levél 'of business confidence
since, the previous survey. : . tujivy.
“Thig group, is always the last: toibe
affected’ by changés .in conditionscin.
the industry and:itiappears ag;if-they-
are only..iow. feeling the severity, of
the downswing phase -as.it;has;peen
experienced by the other three
groups”.she said. . |, aqudin 4w

IR RPN

An interesting point was that com-
petition in tendering had eased in the
non-residential sector in spite of there
being little change in conditions since
the previous quarter.

Tendering among contractors in the
residential sector remained high.

VAT, said Mrs Segalla, was likely
to add between 4 and 6 percent {o
building costs.

“Those active in the industry are
dubious VAT will put more strain on
an already troubled industry,” she
said. N

High interest rates, the lack of gov-
ernment work and unrealistic union
demands were mentioned as factors
still contributing to the poor state of
the industry.




RSC pays R400 00
to ‘intimidated! &L
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THE East Rand Regional Services Council
said yesterday it hag paid out pearly
R400 000 in compensation to a construction
company working on road projects in Vos-
loorus and Katlehong after intimidation
and assaulis., T

Vandals had damaged vehicles and
equipment, terrorised workers and were
threatening road upgrading projects worth
Rq;?m in the Bast Rand townships, the RSC
said. -

The RSC had already paid construction
company Focon Civil nearly R400 000 in
claims for “standing time” because teams,
intimidated and assauited by local youths,
could not work, RSC CEO Gerrje Swart

d. S

8ai .
Youths were burning trucks and equip-
ment and it was difficnlt to complete the
R5,5m road upgrading project in Katle-
hong, said Focon Civil’'s Johan Fourie.

“They do not realise that we are only
Jrying to improve their lives, to provide
services, ) . L. .

“What they are doing is costing the cli-
ent more money — while they are getting
only about 60% of the services we could
give them,” he added,

The contractor managed to finish the
Rém project in Vosloorus thig week and
the R5,5m contract in Katlehong would
“hopefully, under the circumstances” be
completed by the end of the month; Fourie
said.

The RSC had had to pay the contractor
R107 590 for “standing time” in Katlehong
and R217 840 for the Vosloorus contract,
Swart said.

There was another claim for R70 000
that was being discussed, he added,
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SHARON sSoRoy
apour Reporter

Allied Workers’ Union have protested

distnissed three people who applied
for jobs 88 organisers,

Aboutﬂ.‘io workers gathereq outside
the Department of Manpower offices
to_Support the union yesterday,

‘The protest coincided with 5 coneil-
iation bear hearing on an application

bation period, said union Spokesman
My Leonard Ramatlakene,

He said the applicants had cited the
,unjgp, a;Cosatu affiliate, for dismiss-
ing them Mnfairly,
1..‘,‘lj,:51',;s‘t_a,tem_e;x;xt, the union aceused
the, t nee.;apglhigaptsﬁpﬁ,«undermining

s

union striictures Y going to the con.
ciliation hoard and 2 “racist -court”,

*

The _placard-beai‘ing supporters ac-

cused the applicdnis of ‘taking the

R IR e e o .
lembers back union i

Tt g.sq ranTge

missals claitia

J &-ur'l% 1 i‘ll“racist court” wh’fch,,?gﬁiii
Labo not “solve their problems”, 4
MUYMBERS of the Construchonang = A placard read: “We dg not expect

ML o oyh

progressive people to take other-pro-
Bressive organs to courts of the re-

formations”,

The job applications of the’three
workers, two from Cape Town angd
one from George, were torned down
in January, They then declared ‘a dis-
pute with the wnion apg appealéd for
reinstatement on the grounds of a).
leged unfair laboyr practices,’

Mr Ramatlakene said they wereinot
hired becanse they were notisuitahle
for the organiser positions.,s [_; .. .

Union shop steward My Fred Gori»
who attended the ioncil{atiomﬂb‘ggrd
said the applicants had réserved thej
right to a;ﬁ?ma%h the Industtizly (’,‘bﬁ‘r{
for relief, , .

® The outcome of the concilidtion |
board is not yet known,

T ———— ——
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BOUMAT £w, q\n\q)
GENEROUS POLICY 37)

Activitles: Manufactures and supplies building
materials.

Controks Directors 46%, Saficon 36%.
Chairman: | D Brittan: MD: D J Gevissers.
Capital structure: 25m ords. Market capitalisa-
tion: R 1m.

Share murkel: Price: 360c. Yields: 13,3% on
dividend: 2,0% on earnings: p:e ratio, 48,6;
cover, n/a. 12-month high, 525c; fow, 300c.

Trading volume last quarter, 568 500 shares.
Yeor 1o March ‘88 ‘89 W )|

ST debt {RmM} .....c. 15,1 28,0 140 278
LT debt (Rm} ..eooeens 132 132 319 31.8
Debtequity rato ... 0,24 028 030 o4
Sharsholdars’ interest 0,38 0,36 0,34 0,30
Int & leasing cover . 3,6 4.3 3,0 1.2
Return on cap {%) .. 136 16,1 142 7.2
Tumover RM) ....... 618 843 1002 1091
Pre-int proft (R} ... 369 550 579 31,1
Pre-int margin (%) .. 60 65 68 28
Earnings (o) 110 82 74
Dividends (c) 38 45 48
Net worth (¢} ......... 380 454 480 417

Ditficult trading conditions in the building
industry led to a 46% drop in Boumat’s
operating profit, and attributable earnings
were about one-tenth of those in 1990. Ef-
fects were compounded by the dividend poli-
cy. It has been the policy to pay dividends at
a fixed rate equal to 10% of equity funds.
Shareholders have the option of taking up
bonus shares as an alternative to dividends.

In financial 1991, dividends of RS5,8m
were paid out, even though attributable
earnings were only R1,8m. Extraordinary
items of R5m were written off for goodwill
on acquisitions and losses on disposals. Re-
tained earnings were thus diminished by al-
most R9m. Chairman Irvine Brittan says the
dividend policy will be discontinued and in
future dividends will not exceed a quarter of
attributable earnings.

Brittan says a number of one-off factors
contributed to the earnings decline. Operat-
ing losses from discontinued operations were
nearly R9,3m, and there was a heavy bill for
staff retrenchments. Like Tongaat-Hulett
(FM July 12) Boumat expresses disappoint-
ment that building programmes for low-cost
housing have not yet led to much new build-
ing.

Brittan says just 15000 units have been
built so far for the SA Housing Trust and
Urban Foundation programmes. In real
terms, he says, new residential construction
fell by 14%. Boumat is also a major supplies
to the civil engineering industry of water
reticulation products, such as steel tube and
fittings, which have been hit by the lack of
new township developments.

Thete are some welcome signs of tighter
asset management. Stocks and debtors in-
creased by 4% against a 9% rise in sales.
Short-term debt doubled, principally be-
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cause about R26m was spent on acquisitions.
Most important of these were two plumbing
distributors, Union Trading and Merchant
Exchange.

Boumat has made a detailed forecast for
1992, which rather ambitiously expects debt
to fall by two-thirds, and operating profit to
increase by 72%. EPS is forecast to 67c. At
360c, the historical p:e is about 50, but the
market rating is based more on the forward
pie, which on the EPS forecast gives a multi-
ple of 5,4. Boumat is disposing of underper-
formers, which will shed R12m in operating
costs. The share has maintained its value
surprisingly well in view of the earnings
coilapse. But evidence of profit recovery is
needed before share purchases should be
considered. Stephen Cranston
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Building industry battling for
survival in Fg'ee State goldfields

The building indus-

try in ltdhefa ;ﬁ(‘lree Property &
State gold fields is :
now in a crisis situ- Cpnstrpctlonr
ation -~ the worst %L
since the opening of

the area in the For- FRANK JEANS

ties.

The recession, added
to the low gold price, has
brought the industry and
its supply companies to
their knees, says Dave
Collie, managing direc-
tor of Welkom building
materials company
R Macdonald.

Speaking of the build-
ers’ battle for survival,
Mr Collie, a member of
the Building Industries
Association, says: “The
slump has taken its toll
in construction and there
have been many casual-
ties.

““Major companies
‘have pulled out and sev-
eral smaller concerns
have closed down.

“It is impossible to
plan for the future as we
do not know what will
happen in the short, me-
dium or long term.”

If there were other in-
dustries apart from gold
mining to provide em-
ployment and generate
income the situation
would not be so bad.

“The fact that there is
no other industry can be

L

put down to poor plan-
ning and lack of fore-
sight on the part of local
and regional authori-
ties,” he says.

The Welkem City
Council’s Industrial De-
velopment Committee is
said to be working on a
strategy to attraect indus-
try to the gold fields but
Mr Collie sees this is a
long-term remedy which
will bear fruit only in 10
to 15 years.

“Meanwhile, it is a
case of simply trving to
pull through,” he says.

__..——°-""l




SAIB sets out to

- THE SA Institute of Building (SAIB) is activel

involved in trying to make itself more professional
and to market itself and its services to members,
the industry and students on a far larger scale.

“While the aim of the institute is {0 keep members
aware of local technology, continuing education and act
as a controlling body for the public, we also need to be
seen as a force to be reckoned with,” says vice-president
Mark Massyn.

market itself

[ WP 1 )
‘ UReports bl PETER GALLI |

He adds that the SAIB is Iookmg at ways of becoming
more powerful and effective in dealing with problems
and disputes.

In addition, the institute, which has 1700 members,
wants to improve benefits to members, which will in-
crease its marketability.

“We are siriving to give graduates more clout within
the profEstnal industry and we are looking at ways in
which fhe educational system can be improved and what
its specific needs are,” says:Massyn.

The 1nst1tute recommends changes in courses so that
graduates are trained to meet industry’s needs. “As we
have 4 humber of academics as members, we work
closely with them and with government,” he adds.

‘I‘here is a shortage of constructwn managers, and the
cycllcal nature of the business makes it necessary not
only to keep management; staff in a downturn but' to
expand their training. ...

‘This' ‘applied particularly: to middle management
There was a need for a change in emphasis and more
forward planning, providing promotion opportunities for
top artisans, and for more black managers as the number
of black graduates increased.

“Weebelleve the campaign, w111 be successful. The
mdmdual branches will be résponsible for going to the
schools and making people more aware of us. We will
also be’ involved in fund-raising which, together with
membership subscriptions, will be used to finance the
campaign,” Massyn says. q

PROPERTY-
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Oycon lis“g\oi@_
consolidate*

THE ratiohale behind construction
group Ovcon’s recent listing on the
JSE was fo consolidate the group and
allow employees to become share-
hoiders in the company.

In an interview in Cape Town, senior
executive directors Jan Kaminski and
Derek Mace said the construction industry
was in a difficult period and political de-
velopments were causing a number of
highly skilled young people to leave SA.

“Should these people hold shares in the
company, they will be less likely to con-

sider moving that easily,” Kaminski said. )

The group had also consolidated its man-
agement so that there were definite career
paths open for younger staff.

Ovbel, formerly the holding company
and now having only a 20% stake in the
company, did not want to be locked into
construction and the building sector,

“We feel that to get over the next few
years it would be better for us to concen-
trate on areas where we have been a major
force, and to consolidate. We will then
decide where to go from there,” Kaminski
said.

The company had pulled out of the Reef
as it was concerned with the lack of quality
in construction’ that, was “creeping into the
Transvaal very, quickly”.

In addition, there:was a higher turnover

of staff on the Réef with the concentration®

of responsibility in the hands of fewer peo-

18
roup

Reports by
PETER GALLI

ple, Kamingky said.

“We will not move back in the short-
term as we want to see what role politics
plays. However, we will be prepared to use
our specialist abilities in particular situa-
tions and we will participate idi joint ven-
tures with other companies.”

The directors feel they need to concen-
trate on their areas of expertise,

While the company has a good order
book, it does need more work, “We have
done work in Namibia and Botswana. We
hope to expand our role in Namibia as one
can make good profits there,

“Botswana is not a good area for con-
struction at present as there is huge com-
petition and not that good a skills base,”
Kaminski said.

‘While conditions in the industry were
expected to remain difficult during the
current financial year, Oveon should be in
a position to pay a higher dividend than the
oc a share forecast at the time of listing,
Mace said. i

“The tender market and price levels are
usually the first sign that the indastry is
coming out of recession. Tenders have
beenmade at extremely low prices, but the
market can no longer take this punish-
ment. There are signs of more aceeptable
prices emerging,” he added,




w HERE

remaining cash flush and had about Rom1ii'  snare’

< - Haccid

=, A

Eﬂﬁﬁhﬂ 10 uie rovvuu yoar

R TT

3#33% "

Philips to sell

! erests to U

w  24]1 —J- AOBERT LAING

.DUTCH electronies giant Philips agr am.

of its worldwide computer interests to bﬁo_.swm
Zsecond largest computer compeny Digi
-‘ment Corporation (DEC) yesterday.

»n  The sale includes SA Philips's computer
which is 75% held by Philips (Holland).

SA Philips Telecommunication and Data MD
“Frank Towen said yesterday he viewed his depart-
ment's sale to DEC with optimism.

DEC has no official representative in SA, but
mgeveral local companies are “grey market” DEC
vendors.

Olivetti mumSEm is estimated to sell most DEC
_computers in SA, followed by Cortech.

. “Since DEC is not represented directly in SA, the
announcement could be an opportunity for SA Phil-

sign,
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GOMMAGOMMA Holdings has be- _

vestment's holding in Gommagomma

WILLIAM GILFILLAN

come SA’s second largest furniture
manufacturer following its acqui-

wooden furniture, K

The R4m u:—.nwwmm will be settled
through the issue of one million erdi-
nary shares in listed Decovo Invest-
ments, the holding company of
Gommagomma, at 400¢ a share.

This is at a 43% _.uum::cn_ over
Decovo’s closing price mmm_ﬁamw of
280c a share.

f...

One analyst said the deal made
sense to both the pariies concerned
hecause of synergy benefits in distri-
bution and warehousing, as Bakker &

Steyger was based in Cape Town and-

sition of Bakker & Steyger, maker of ' moEBmmoBEw in Garankuwa.

\ Umnog 8
..Gommagomma will increase from
51% to 56,% following the acquisi-
tion of Bakker & Steyger as

QcEEmchBm is to issue new sha
to, Umaoqo @
. U:ﬁo

This ﬁ: am in seitlement of the
resultant loan account created fol-
lowing the acquisition as Decovo paid
for Gommagomma’s acquisition.

This in turn will dilute, Wesco In-

to 432% from 49%.

Had the transaction been effective
_ for the full year ended 31 December |f
interest in 1990 Decovo’s loss a share would have
reduced to 24c a share from 36c a

share. _

Decovo's net asset value would
have increased to 287,3c a share from
207 .6c a share.

But taking into account the Wesco
joint venture, the R11,6m rights offer
and the acquisition of a 27% interest
in the Cement Industries group, all of
which were finalised this year,
Decovo’s net asset value at 31 De-
cember 1990 would have been down
to 214¢ a share from 287,3c a share.

‘“ips,” Towen said. : o r “m. W L. o " H .—“
"> SA Philips sells antomatic tellers supplied by US m r
i - company DiBold as well as Philips predects. <OOHH ocom OHo _.s OOHH H.m.o m
It is the local market leader in images and docu- | CAPE TOWN — Ovcon, the building and _ LINDA ENSOR _
-Jnent management systems — one of the product civil engineering group listed on the JSE in - -
,Jines which Philips has sold to DEC, March, was negotiating or tendering for MAargins prevailing in the industry.
" Philip president Jan Timmer said in a statement; | contracts worth about R40m, o__wﬁ.um: “We want to ensure that we have the
w*“This move must be seen in the context of the ongoing |- Andrew Mﬁumnoum said at its AG capacity to take advantage of an upturn
-“rationalisation of the information systems industry. ] Wweek. 1049 241741 ..wN. and be able to take up work at higher
It will allow us to focus our efforts on the PC sector He was confident the work would margins,” he told shareholders.
on the market.” through soon. . In @mH first mwﬂ ES&M own Emﬂ %:nmmﬂ“
- : firm Da- Ovcon, in which Ovbel Holdings has a 1inancial year, Uvcon achiev o of 1
et Phsiine held loss than 17% of the Boropean || 20% stake, is owned by management and ~budgeted overhead recovery.
-.computer market last year staff. In the six months to end-March 1991,  The annualised profit for the first few
o - the group earned R1,32m or 14,7c a share months indicated that the overall profit for
” ﬂ_gm .aﬂm even _Awmu n—ug mnm Hmﬁﬂmw Mmﬂamﬂm gﬂ on a turnover OH HﬂﬂNaﬂB» Oﬂn&nﬁmﬂﬂwﬂm Mﬂm the Wmm.n. sdﬂ“—n at wﬁmm_n Um mﬂ——m”—. _..O ~mhﬂ
Olivetti. forecast by 20%. year's profit. Ovenstone was confident the
. It said the company also placed a great deal of Ovenstone said conditions in the indus- &roup would be in a posifion to pass a
_effort into attempting to marry computers with vid- try remained very competitive and the dividend in excess of the 5¢ a share fore-
7'eos via compact discs — technology which it now tender market was extremely tight. He cast at the time of listing. 4
~selling to DEC. stressed the importance of not getting A dividend cover of four times would be
locked into long-term contracts at the low applied to ensure Oveon built up reserves.
C £ .
BT )
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FORMER nursing
sister at Baragwanath
Hospital Mrs Mary-
. Goretti Dzwimbo (42)
does not fear any
competition after she
carved herself a niche
in the male-
dominated building
industry. .

Dzwimbo started the
MG Dzwimbo and
Daughters Building and
Construction Company,
which is probably the
only company that carries
a “Ms and Daughters”
tag, thus breaking away
from the **Mr and Sons”
tradition.

Indeed, she realised
that black women suf-
fered from sexual dis-
crimination and suffered
under apartheid in South
Africa and wanted to set
herself to get out of it.

“*Surely an en-
lightened society has no
need to indulge in profes-
sional or empioyment
gender discrimination,”
she says with a wry smile.

The success behind
her achievements is
clearly indicated by the
number of homes she has
built on the Witwaters-
rand and in Palm Springs
. a new black elite suburb
near Evaton in the Vaal
Triangle.

Lesotho-born Mary is

By JOSHUA
RABOROKO

doing a tough job, which
is also rough and dirty.
You need to see her on
duty as she digs furrows,
lays foundations, puts one
brick on top of the other,
~climbs. on the roof and
plasters the’ building - all
a marvel to watch,
- After obtain her Junior
Certificate she followed
the nursing profession at
Baragwanath, where she
worked for almost 15
years.

Lessons

During her spare time
she attended lessons in
Krugersdorp where she
learnt bricklaying,
plastering, roofing and all
the tasks involved in the
building trade.

She soon left the nurs-
ing profession because
she was bored with the
job.

“] wanted to venture
into business and be my
own boss,”” she says.

The turning point in
her life came when she
was apprenticed to a
black building contractor
who, she says, was often
rude to her.

**] mean, this guy used
to order me 10 c¢limb the
rafters of big houscs to
lay tiles and do renova-

or

.
*

[Py P

tions. When I became
reluctant, sometimes he
would tell me: “You had
better do the job - or else

However, she says: *1
was never frustrated be-
cause T had a dream that
one day I will own my
business.”

Daughter

There was light at the
end of the tunnel when
she started her business in
1089 after she was sub-
contracted to the South
African Housing Trust.

Her business is grow-
ing rapidly and today she
employs more than 30
people - the majority of
them men - whom she
also teaches the job.

Others are on a sub-
contract basis - one of
them is her daughter,
Monica, who is also a
bricklayer.

She competes with
several big companies in
the industry in Palm
Springs, but she does not
fear anybody, she says.
Her husband Desmond is
a taxi driver and usually
motivates her when the
chips are down.

She has three other

it

children and her fumre  MARY-GORETTI DZWIMBO ... uilding a dre
plans are to provide equal e

opportunities programmes building industry. Sowetan/Sanlam En
which will increase the (This article will preneurs of the Year &
number of women in the qualify Mary for the petition).
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Bifsa:]

THE Building Industries Federation
of SBouth Africa is, says its executive
director Neil Fraser, at the end of a
two-year period during which it em-
barked on a variety of initiatives. Two
of these were of particular importance.

First, it has exarhined the entire
education and training structure of
the building industry in detail — and
recommended a new system which is
being put into operation.

".Second; it has restructured its own
organjsation internally and external-
ly to'bé inore efficient and capable of
working” more effectively with those
outeidé+Bifsa. Both re-organisations
are pist discussion and research. They
will ‘beimplemented this vear with
benefits for all concerned.

feis,

Senior men

The'internal re-organisation has
resulted in the national executive
being reduced by about half from
about-100, The role of the execu-
tive has also been defined.

- At tlie same time the presiden-
tial bodard has been inereased and
its responsibilities also defined.
Three "members, two elected by
the national executive, have been
added?the immediate past presi-
dent {to ensure continuity) and
two nori-executive members. They
join a president, two vice-presi-
dents and the executive director.

Fraser explained that the
changés® to the board had been
designed to give the federation
continuity and for the input and
expertise of senior men in the
'biildife industry who possibly
‘wéréiunable or did-not-wish to be

involyed'in“the full ‘presidency,

J 1w Thé. federation has strenbth-

ened itsuﬁstand’ing ‘committee and

oks to-its |
new structure for

LA PNNalL

greater results

L

sub-committees to make them
Inore efficient and has developed
a mission statement to provide a
focus for the future.

The federation’s external re-or-
ganisation has resulted in three
new categories of membership: al-
lied, associated and affiliated.
These will enable organisations
which wish to be more closely as-
sociated with the federation to do
so without losing their indepen-
dence or identity. ‘

In addition, the federation in-
tends to help with the formation of
a body outside of itself in which
all the players in the greater con-
struction industry, rather than
merely within the building indus-
try, can meet and join forces on
issues of common interest. Re-
cently the federation has helped’
consiruction working committeest
with particular problems, with
great success.

Highest level

Three such joint working com-
mittees are the construction in-
dustry VAT committee, which
made strong representations to
Vatcom; the tax on WIP commit-
tee, which made representations
to the government regarding the;
new provisions for tax on work in_
progress; and a committee respon-.
sible for price monitoring in the’
construction industry. ’

There is already a Bifsa/Safcec,
committee which operates at the*
highest level and the federation
will be looking to organisations
such ‘ds*the Natiofial-Association
of Home Builders, building’ or-
ganisations within Nafcoe! and'
Fabcos and other representativel
bodies to form a confederation. |
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Too’many people are
\Eomrhitted;to analysing
South' Africa’s chronic
problems rather than
solving ‘thern, says Jur-
gen Schultz, managing
direétor of Concor.
Déscribing the con-
struction industry as
deeply concerned about
the erosion of the little

‘Paralysis by ana

available money for
vital projects in housing,
health and education, he
refers to “paralysis by
analysis.”

He says: “Instead of
making decisions and
getting on with the job,
authorities and Govern-
ment agencies tend to
approach problems by

lysi
S\gf 201114l

appointing commissions
and consultants.

“These groups pro-
duce costly reports and
pass recommendations
from one to another
while time is lost and
costs escalate.”

Noting the good inten-
tions of certain bodies to
make sure that only the

very poor w enefit
from government hous-
ing subsidies, Mr Schultz
says: “By the time they
have resolved all the
issues there will be a
greatly increased num-
ber of very poor and
needy — but of course, it
is unlikely that the ana-
lysts and philosophers

----------

will ever fit into this cat-
egory’

“If the industry has to
perform in tomorrow’s
strong economy and in
the growing southern
Africa region, then we
need to retain our indus-
tries’ technology, trained
people and construction
plant assets,” he says.

. [
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Thlabane to get
BOPHUTHATSWANA’S new R22m, 120-
bed private hospital in Thlabape is under
construction angd ig expected to be com-
pleted by the end of February 1992,

About 48 doctors ang specialists have
shareholding in the project. This confi-
dence is primarily due to the large in-
crease in the number of people moving on
to medical aid schemes,

“Bopmed has reported a 300% increase
in medical aid membership over the past
six months, Accordingly, the medical aid
members needed a private hospital to
cater for them,” said Clinrun MD Jack
Shevel, .

Clinrun is ap operating company of
Stocks, and a management agreement has
been signed with them for the running of
the hospital,

An unusual feature of the hospital is that
it was designed “from the inside out”, with
all the doctors’ input, needs and sugges-
tions taken into accouat,

“The form of the haspital followed its
required function, with all of the doctors
and senior staff, including the matron,

- . ¢ 4 L] L] el
prlvatel aﬁhnlc t
< i o
Igialymg a%na 01:] role from the start.” safd
architect Peter Hesselberg.
“The hospital is a custom-designed
facility for the people who work in it”
The hospital will have four theatres, 15
consulting rooms, a pharmacy, radiology
department and a ereche. , oy

r

-Facilities Q

A conerete slab has heen cast OVEF the
second floor to facilitate future expansion
with the minimum of disruption to the
working of the hospital. )

The development contract of R22m i
being handled by Stock_.g_gonstruction, with
additional facilities ang equipment push-
ing the figure to R27m, '

The Stocks group is also working on the
Palace Hotel in the Lost City development
at Sun City,

By the end of the project, 27 000m® of
concrete will have beep poured, 12-miilion
bricks laid, 300 000m? of plastering applied,
3000 tons of reinforcement used and
170 000m? of formwork put in place. " .

n R




R5m housing loss keeps
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PETER GAlLL1 -

CONSTRUCTION group Stocks &
Stocks fell just short of real earn-
ings growth in the financial year
to end-April, with attributable in-
rome after extraordinary items
iAcreasing 13% to R23,17m.
“The performance, despite tough
market conditions, was due to a de-
‘tent order book — up 17% at R1,2bn
for the year — a good ameunt of Sun
International work and healthy re-
sults from its property side.

But a loss of about Rom on town-
ship development and house sales,
once again stifled bottom line growth
and the rise in earnings (on increased
shares in issue) was limited to 3c a
share, giving a total of 47¢ a share for
the year from which a 10% higher
total dividend of ile a share was
-declared. -

“The township side is stilt a drain
‘due fo almost no business volumes
‘hecause of unrest, boycotts and lack
of bond finance. While we have a
holding cost there, we have still
maintained a small team,” group
ichairman Reg Edwards said in an
interview. -

. Edwards said the results for the
next six months should be around the

Stocks & Stocks
Eamings and dividends per share (cents)

B Eamings @ Dividends a7

A
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ar B8 88 90 91
*Annualised

Geaphic; FIONA KRISCH _ Source: STOCKS & STOCKS

same levels, with the group having a
year's future turnover secured by its
order hook.

The group was following its policy
of reducing dependence on building
construction, which was still its pri-
mary activity. “We are continually
looking at new possibilities in the
leisure arena,” Edwards said.

The low-cost housing construction
side, Stocks Housing, had performed
“better than ever”, increasing its con-
tribution to the bottom line. The
group had been involved in several

m real

growth

projects in Botswana and hoped to
continue this, Edwards said.

The roads construction division
had a better year than in 1990 and
reflected a good order book. “We
kave recently been awarded a job in
Natal rehabilitating the main motor-
way and a contract for a portion of
the Trans-Kalahari in Caprivi,
amounting to about R100m together.

“This is in addition to our other
road work. However, the Information
Technology Graup reported a net loss
for the year. The group had been
knocked by current economic activ-
ity levels,” Edwards said.

Nevertheless, Stock's operations
generated strong positive cash flow,
converting the outflow of R35,5m in
1990 to an inflow of R38,2m in 1991.
This resulted in a net cash bank bal-
ance of R17m. s

“We intend to remain cash flush for
the moment and are adopting a con-
sergative cash approach,” Edwards
said. )

Edwards said analysts’ view that
the share price of 120¢ was underval-
ueirl, was because they were so tightly
held. -

The Stocks share was untradedl
yesterday, with a buyer at 110c and a
seller at 115c.

Call for action on

streets of shops
LINDA ENSOR

CAPE TOWN — The advent of large
shopping centres has threatened the
survival of strips of shops lining main
thoroughfares in Cape Town and its
-seburbs, says Seeff Commercial
Properties MD Theodore Yach.

Research has shown that the move
to shopping centres by retailers and
shoppers has led to “gross neglect” of
some of the original strip shopping
buildings which are also suffering
from a lack of parking facilities.

Yach said a three-pronged strategy
by retailers, owners of buildings and
the local council was needed.

Retailers must develop their mar-
keting skills to attract customers;
owners must embark on maintenance
and renovation programmes; and
local councils should provide parking
facilities and ensure shopping strips
are kept clean.

EXECUTIVE SUITE

Sale of Barplats is confirmed

RAND MINES has confirmed that
the sale of its platinum operation,
Barplats, to Impala Platinum is go-
ing akead, although no details have
been given as to what shape the deal
will take, or why negotiations have
been so protracted. %tp“ﬂ

A Rand Mines spokesman said yes-
terday that “talks are proceeding
and are on course”. 3{1)|q

He said there was ne indicatfon of
when the final announcement of the
sale of Barplats would be made.

Barlow Rand and Rand Mines ad-
vised sharehoiders on March 6 that
they expected successful negotia-
tions concerning Barplats and Vansa
Vanadium would lead to a re-organi-
sation of their mining interests.

Talks with JCI's Rustenburg Plati-
tium fell through at the end of March,
and Rand Mines and Genmin, owner
of Implat, have been bargaining
since the beginning of April.

Besr VAL rrem~ VA i A

| MATTHEW CURTIN [
A Genmin spokesman offered no

comment yesterda atest
developments.
It is understood th: with

government over tax arrangements
to facilitate the takeover are holding
up the deal.

Genmin chairman Brian Gilbert-
son said last week that “finalising the
deal does not depend on the decision
we are awaiting from a regulatory
authority ... it will go ahead regard-
less, with Implats taking an equity
controlling stake in the group, taking
over management (which Implat has
already done) of the Crocodile River
mine, and consolidating the mineral
rights, including Kennedy’s Vale”.

Talks regarding the sale of Van-
sa's assets to a consortium which
includes directors of independent
ferrochrome producer Chromecorp

Technology are still under way. l
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Building group Stocks &

Stocks'has ‘reported a
strong Yecovery in the
year to April, despite dif-
ficult ftrading conditions
in the cohstruction indus-
try.

The group’s attribut-
able earnings improved
by 16 percent from
R20,4 million to
R23,2 million on a 23 per-
cent increase in turnover
from R1,1billion tp
R1,36 billion. e

Earnings per share v
showed a lower increase.
of 3¢ to 47c (44c) as the

A

issued share capital was
raised by seven percent
during the financial year.
The group has raised its
total dividend by 10 per-
cent to 1ic (10e).

The recoveéry was
largely staged in the sec-
ond half of the financial
year,

Attributable income
was up by 35 percent in
the second six months on
the same period in the
previous year after drop-

7 .ping by 17 percent in the

first half.

ﬁ”}ilnvestment analyst
Robin Pegler says this

boosted cash flow for the
finaneial year to
R38,2 million after an
outflow of K355 million
in financial 1990.

Most of the divisions
were in line with the
overall improvement,
with both building divi-
sions — roads and hous-
ing — showing satisfac-
tory growth.

However, the informa-
tion technology division
recorded a loss,

The township develop-
ment business continued
to prove problematic,
but the group says it will
mainitain a presence in

the market in the belief
it will perform well in
the longer term,

Mr Pegler says the
group should show good
growth in the current fi-
nancial year as its order
book at the end of April
stood at R1,2 billion,
compared with R1 billion
a year ago.

Furthermore, the im-
proved cash flow, which
already helped lower the
finance charges in the
past financial year,
should lead to a further
marked decline in fi-
nance costs in the cur-
rent year.




STOCKS & STOCKS
. P WAR
Holding up ¢ 7/\%@

f:rézt:?:i!lon group Stocks & Stocks appeats
tobe: ;ng out the_recession relatively well
In ih year o April 1991, it lited EPS by
13 01.dm.r :) e previous year’s 10% rise. It hai
e ook of R_l,2bn, equivalent to a
yoar's tn lfi'm)ver, which, cne hopes, means
dend cove?r&;i::v:rl;;?rf in'pro;pect. "
i mains high at 4,2,

ty.oilte ;;f tltlpngroup 8 sil;rengths is its diverszi-
commerciast]]buﬁit.leigg;n:zimly dal l:t))uilder o

. . s roa S, i

;i;:;r(si::flefl into other activities suchuatsl;)r*g)s-
erty mve opment, and hotels and leisure, 1t
anufactures steel meshes and ov;'ns

§
teel outlets. The only diversification that'
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has not worked 50 far has been the move into
information technology; this division record-
ed 2 loss. Chairman Reg Edwards says 2
number of serious orders evaporated for Sig-
non and Central Processing Systems.

Edwards says the volume of work has not
disappeared but there is a continual squecze
on margins. Last year the operating margin
fell from 3,9% 10 3,3%. This trend could
obviously foreshadow greater pressures as
conditions are likely to worsen in the con-
struction industry.

There was, however, 2 strong positive cash
flow during the period. An outflow ©
R35,5min 1990 was converted into an inflow
of R38,2m for 1991. There was a net cash
pank balance of R17m at year-end. Finance
charges, which had increased 67 % in the first
half, increased just 2% in the full year.

This year, work for Sun International,

- particularly extensions to Sun City, will con-
tinue to be 2 major contributor.

At 120c, the share price stands at about
40% of NAV and is on an earnings multiple
of2,7anda dividend yield of 8,3%. The price
has beenfairly stable over the past 12
months, trading between 100¢ and 135¢. It

may have some potential for recovery.
Stephen Cransion
Mepne e —

N
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By DERRICK LUTHAYI
SEBOKENG builder
George Sekunyane this
week walked off with first
prize in the South African
Housing Trust-sponsored
Builder of the Year com-
petition.

Runners up were for-
mer school teacher Jona-
than Masindi, and Aaron
Laatha.

Small builder's man-
ager Kevin Duncan said
during the presentation at
Gold Reef City that the
small builder’s role would
become more important
and that unless he gained
a fair return on his capital
invested and his effort,
the concept would be
doomed.

The current upliftment

Builder of the Year George Sekunyane {left), with Jonathan Malindi,

_,lﬁ,_ﬁjﬂeﬂoq amowemal
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programme — for all its
good intentions — fell far
short of achieving these
objectives, he said. )
Provision of housing
and the rate of delivery of
houses was acceptable,
but the upliftment of the
builder had been over-
looked and needed to be
redressed.
“Much time and ener-

g%fg@%gg G ,;;/’,‘”:xm'??e;f;«gf R ARED

2 #as v

Aaron Laatha, Kevin Duncan and Isaac Vorster.

%gs and mories

gy has been spent on
structuring a more mean-
ingful development pro-
gramme,

“We anticipate the pro-
gramme will cover busi-
ness concepts, building
calculations, estimating,
pricing, reading draw-
ings, bookkeeping and ac-
counting, financial man-
agement, tendering pro-

cedures, basic quantity
surveying, planning, con-
tract law and marketing.

“It is our intention to
have the builder move
through the entire pro-
gramme within two years,
then he should be ade-
quately equipped to be-
come a successful, self-
reliant building contrac-

tor,” Duncan said. 4i
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Plans passed

~ liNon-esidential

Graphic: LEE EMERTON Source: CSS
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Buildings completed

THE total value df building
plans passed in the first
five months of 1991 rose by
212% to R4,88bn over the
same period in 1990, figures

released by Central Statis-
tical Service (CSS) show.

However, with inflation
taken into account the in-
crease was 6,1%, mainly
due to rises of 16,4% and
6,7% for non-residential
buildings, and additions and

SA building industry

18 t;eglin%“me p'g-L h

——

{he same period rose. by

alterations vely.

Industry sources said
there was a glut of office
accommodation, and de-
mand was reduced.

The industry was never-
theless bullish about the
future.

Many of the buildings
coming on line at present
were started two to three
years age, when the market
was better. “”

The expectation of re-
newed foreign interest in
the SA market was expect-
ed to take up a good deal of
space, but this depended on
improved political and eco-
nomic stability. )

-Plans passed for residen-
tial buildings dropped 1%.

«“The total value of build-

ing plans completed during

16,9% to R2,58bn, repre-
genting & 0,3% decrease in
real terms,” the CBS said.

This was mainly due toa
57% fall in residential
puildings. The number of
houses-‘completed over the
five months fell by 2 878 or
19,7%.

Decreases were recorded
for all race groups except
whites, where an Increase
of 8,6% in the number of
residential houses built was
shown. |

. Continned unrest, politi- |
cal instability and the lack
of bond finance continued
to deter low-cost home
puilding, This in turn ag-
gravated the serious back-
log in the provision of low-
.cost homes.

I




“High mon%ﬁg
blamed for downtrend

THE residential construc-
tion market is in dire
straits in spite of booming
prices of existing houses
in white suburbia, says
Erwin Rode, editor of the
Rode report on the SA
Propert Market, in his
latest report.

““This is because of
the high mortgage rates in
the case of custom-built
market, and the collapse
of the social fabric in the
black townships. -

*“The only sub-sector
which is still doing well is
townhouse construction,
But this is because of 2
secular frend towards this
type of accomodation,
which partially " insures
these builders against the
downswing of the busi-
ness cycle, .

“It is a sobering
thought that, at the end of
last year, only 2 000
homes were started every
month. Considering the

backlogs and ever-
growing need, this is just
not good enough,”” Rode
adds,

The  non-residential
construction industry is
still relatively healthy,

According to  the
report, contract prices of
non-residential construc-
tion, a8 measured by the
BER Building Cost Index,
surprised everybody in
the first quarter of 199]
by again accelerating to
above 15 percent.

“It is too early to say _

that this one quarter’s
resuits herald a trn-
around in -the growth
trend. But it nevertheless

rates ar
‘3%‘\} -

does illustrate that the
growth in contract prices
is not declining- prec-
ipitously,”’he said.

In contrast to non-
residential building costs,
home building costs were
still decelerating at the
end of 1990. This applied
to  both custom-built
homes and mass housing
schemes, T

In December 1990,
custom-built home build-
ing costs were about 13
percent higher compared

_with &  year earlier,

whereas” scheme building
c€osts were running at only
10 percent compared with
a year earlier,
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CAPE TOWN — It was time that
SA realised that economie devel-
opment and the environment
were inextricably linked, Medical
Researck Council’'s Dr Yasmin
von Schirnding said yesterday.

Von Schirnding, who has just
returned from an international
environmental epnference in Swe-
den, said while SA was gaining
acceptance internationaily there
was a danger that the country
could soon face environmental
sanctions, ©33 B\D“") Z‘l“

She said one of the main cdnelu-
sions of the conference was the
necessity to strive for sustainahble
development rather than short-
term economic goals.

“The environment needs to be
planned for to ensure that devel-
opment does not take place at the
expense of the ability of future
generations {o enjoy the benefits
of the quality of life we are pres-
ently enjoying.”

Von Schirnding is planning to
discuss the findings of the confer-
ence, organised by the World
Health Organisation (WHO) and
the United Nations Environment
Program, with Health Minister
Rina Venter and organisations
such as the ANC and the PAC.
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BRENT VON‘MELVILLE |

STEEL stocks are still increasing de-
spite inroads into export markets by
SA steel producers and reports by
Iscor that domestic demand had been
holding up better than expected over
the past several months.

Latest Central Statistical Service
(CSS) figures indicate that stocks of
primary steel products for May this
year showed a 12% increase from the
comparable period last year.

The largest increase in stocks was
recorded for basic primary products,
which jumped 105% to 1,2-miilion
tons (May 1990: 573670 tons) while
profile products increased 5,2%
mainly due to an increase of 26% in
stocks of wire rod and wire.

The only decrease was in stocks of
flat products, which showed an 18,7%
decline. However, the decline came
off a high stock level recorded last
May of 1,8-million tons.

Flat products are produced by Is-
cor and Highveld Steel & Vanadium
(Hiveld), and are used mainly in the
meter industry and durable consum-
er “white” goods (such as large
househoid appliances).

One steel analyst suggested little
could be read into the decline in
stocks of flat products — which are

Steel products on hand
000’s metric tons

Graphic LEE EMERTON Sourcs CSS
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1991

differentiated into slabs (stocks of
which dropped 18%), plates (down
16,56%), sheets (down 19%) and tin
plate (down 23%). It was likely stocks
would again show increases for June
and July “particularly in view of the
problems with the motor industry”.

*Generally the domestie steel mar-
ket is still in the doldrums and pro-
ducers are struggling with excess
stocks of steel. The durable goods
market is depressed and steel mer-
chants are curtailing orders.”

There had also been some overbuy-
ing ahead of this year’s second hike in
the basic steel price, following Janu-
ary's 16,5% rise.

Slowing econ

PRETORIA — SA's economy has
slowed down so much that the civil
engineering industry finds itself in 3
parlous situation with many com-
panies facing bankruptcy, says CD
Roux of Con Roux Construction.
Roux told the 11th Annual Trans-
port Convention at the CSIR in Pre-
toria on Tuesday that the industry’s
current crisis stemmed from a num-

_ber of factors.

These inciuded completion of the
current toll road building pro-
gramme and the general reduction in
road expenditure, as well as a reduc-
tion in construction by Eskom.

omy hjts civil_engineering

| / GeRalD REILLY

Also, regional services councils
had switched from providing new
services to subsidising existing ones.

The gravity of the situation was
Hlustrated by labour figures. In 1970
employment was 73 000. By 1975 it
had increased to 130 000; and by 1986
had declined to 85 000.

“Apart from normal staff turn-
over, a staggering 164 000 workers
have come and gone becanse of the
ravages of gross domestic fixed in-
vestment in construction fluctuating
between 3,8% and 8,9% of GDP.”

Roux said as SA’s acceptance by

\‘_)ue rest of Africa increased, there

would be a growing market for civil
engineering in sub-Saharan Africa.

Roux said infrastructural develop-
ment had to at least keep pace with
population growth.

However, this was not happening in
SA, particularly in the field of road
construction and maintenance.

“And the chickens will come home
to roost within five years if warnings
are ignored.”

“Neglect of an asset of about R53bn
would have serious repercussions,
which would aifect soclo-economic
development and stability,” he said.
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Boumat sees benefits of rationalisation
CONSTRUCTION group Boumat was L ——

-

,

starting 6 see the benefits of eliminating —
non-performing businesses, chairman Ir. severely eroded margins, B

, vine Brittan Sai‘d at the group’s AGM yes... ™ “We are about 10% behind forecéét.opef-'
' p=" §1974) (32 )

MARC HASENFUSS |

terday. ating profit for the four months to:July andi
“We took some radical steps and c " interest paid ig higher than forecast.?.

businesses that were unable to produce The interest bill should reduce in the

acceptable,returns and gross marging.” months ahead as retained earfiings. in-

With trading conditions remaining ex-  creased, he said, Sales and profits, were
tremely difficult, the group would concen-  well ahead of jast year, s bpe
trate on improving profitability and reduc- Boumat had yet to see. any. of ‘thel
ing the level of assets used, he said. *R2bn/R3bn dedicated to low cost housing
i In the year to March 1991, Boumat’s flow into the system, he said. But he was
| earnings criimbled to'R1,8m from R185m| confident it would soon as allocated fundsi
after being hit by a hefty interest bill andi were down. J
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Closer ties in
LR L4
constructior
N L4

sector likely
Weekly Mall Reporter N,
CO-OPERATION betWeen thé Ton-
gress of South African Trade Unions
and the National Council of Trade Un-
ions’ construction affiliates in clinch-
, ing their industry’s first national retire-
| ment . benefits agreement could
facilitate unity between the unions,

So says Desmong Mahasha of Cosa-
tu’s Construction and Allied Workers*
Union (Cawn), .

Grinaker Construction, LTA and
Muray and Roberts the big three in

€ construction industry — this week
signed the agreement with both Cawu
and"the Nacty’s Building, Construc-
ton'and Allied Workers’ Union, -

The fund will provide retirement,
withdrawal, retrenchment, burials,
death in service and total disability
benefits, It is the first industry-wide
benefits agreement s gned in the con-
struction sector, .

utions intend campaigning for
smaller companies 1o Join the fund,

Before this agreement, the only two
funds Operating in the sector were run
by M&R,

Having campaigneq together for the
fund since September last year, Cawu

and. BCAWEJ will jointly ranit, .,

Tt is 3 signal 1o the federations that
they should Co-operate more closely,”

Mogane said. _ comimw
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BIFSA’s in-house economist,
Dr Charles Martin, says that
although the current recession
in the construction industry is
dire, it is less severe than that
which South Africa endured in
1984/85.

What is more, he says, although
the short-term outlook is still dis-
couraging, South Africa can ex-
pect a marked upturn in the sec-
ond half of 1992 and much
improved business conditions in
1993,

A BIFSA analysis of Real
Growth Rate investment in build-
ings reveals that in the non-resi-
dential sector private and public
real growth rates of 12,7 percent
and 12,5 percent were achieved in
1890. These, says Dr Martin, will
drop to 3,1 percent and 2,1 per-
cent for this year.

In residential development
1990 saw a drastic real fall of 7,3
percent in public spending, but a
real growth of 8,8 percent in the
private sector. The figures for
1991 show neither growth nor de-
cline in public sector spending
(Le. it remains at a very low lev-
el) and drop to a 3 percent real
growth in private sector residen-
tial work.

“The figures for the industry as
a whole,” says Dr Martin, “show
2,6 percent real growth in 1980
and 0,5 percent real growth this
year.” ‘

He predicts that an upswing in
the second half of 1992 will raise

Hang in there,
builders urged

Business Editor

the Real Growth Rate figure in
buildirig invesment for that year
to 2,1 percent followed by a stag-
gering 8,8 percent real growth in
1993 and an even higher 10,7 per-
cent in 1994.

The scenario which he has
sketched assumes that

B There will be a world eco-
nomic slowdown until the first
haif of 1992;

M The oil price will remain
weak but will rise from 1993 on-
wards;

B Gold and commodity prices
will remain depressed until early

B South Africa's balance of
payments and foreign reserves
constraints will continue in the
short term; and

B Interest rates will remain
high in real terms, but neverthe-
less far more stable from now on,

For the residential sector
therefore, Dr Martin predicts
continued high (but stable) mort-
gage rates, increasing townhouse
construction (for economic and
security reasons), a further de-
cline for at least one year in in-
vestment by the State, a swing to
capital subsidies of the IDT type
for really low-cost bousing and
shelter, a proliferation in infor-
mal housing and an increase in
semi-private, rather than State,
projeets in this field.

He does not yet foresee any
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overall improvement in middle-
income housing and flat building,
because this field remains affect-
ed by high interest rates and will
feel the impact of VAT, This, he
says, will put the cost of houses
up by 6 to 8 percent.

In the non-residential building
sector, says Dr Martin, South Af-
rica can expect increased expen-
diture by the State on schools,
clinics and other socially desir-
able building.s

Private investment in this field
will this year remain low because
the office market is currently
over-supplied, the commercial
market is still consolidating and
the industrial market will remain
weak until early 1993,

Prospects for refurbishment
work look attractive, says Dr
Martin, because there is a grow-
ing awareness of the value of
conserving interesting old build-
ings, and because refurbishment
Provides the necessary space at a
ower cost.

“The message to BIFSA mem-
bers,” said Dr Martin, “is: Hang
in there if you possibly can be-
cause improved business condi-
tions will once again prevail in
about one year's time. If you are
in housing or flats, try for the
short term to find a supplemen-
tary field of activity and look to
townhouses.

“If you are in non-residential
work, try to cultivate the refur-
bishment market.”
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VAT DAY is only weeks
away and the construction
industry will have to
handle several transitional
rules,

GST paid on construetion
materials used only after Sep-
tember 30 can be claimed as
an input credit, providing
proper stock lists are taken
and records kept for five
years,

., However, a developer who
Is-registered with completed
but unsold property on hand
on Vat day will not be able to
reclaim the.GST paid in con-
struction. This means his

i orin instalmen
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or construction

goods will be penalised be-
cause Vat will bave to be lev-
ied on top of this,

Where a building is under
construction any progress
payments received for ser-
vices provided before Vat day,
which were not subject to
GST, wili be ignored for Vat.

Progress payments due or

received after Vat day, relat-,

ing to services begun before
and completed after, will have
to be apportioned in the two
accounting periods.

Only dpost-Vat services will
be taxed,

Where such a building con-
tract is signed before Vat day,
Vat liability depends on the
timing of the contract. Build-
ing work is progressive and
payments are due periodically

!rft,vs‘.' A Il
g

. Invoice

The supply is deemed to
take place at the earlier of
payment falling due, being
received, or an invoice relat-

ing to that payment being is- -
: P K &% charged. This benefits regis-

sued, SV
Retention payments . due
after Vat day relating to

work completed before will -
be exempt from Vat. After .

Vat day, the liability depends
on the contract’s wording,

It is possible to delay Vat
liahility -on retention money
if the contract clearly states
the retention is an instalment
due 12 menths after the con-
tract is completed — Vat will
only fall due then. -

Otherwise Vat will be li-
able on completion when the
total payment falls due, and
10% thereof is lodged as se-
curity for fulfillment of obli-
gations,

Where commercial rent
payable on fixed property is
due other than at the month-
end, Vat must be levied only
on the portion relating to the
post-Vat period,

Delay

The Vat component must
be included in the rental,
even if payment is made be-
fore Vat day.

Fixed property sold before
September- 30, but subject to
suspensive conditions which
can be fulfilled only after
that date, such as raising a
bond, will he exempt from
Vat. .

However, this property
will carry a transfer dll;ty of
5% if it is commereial and
3% if it is residential,

No transfer duties are pay-
able on property when Vat is

tered vendors buying a prop-

-erty for business use because
-Vai is refundable whereas
[transfer duties are not.

' To delay the purchase of a
property until after. Vat.an
option can be acquired, The
contract is deemed to be con-
cluded-only when an option is
exercised. But.the cost of the
option will have to be
weighed up against the trans-

‘fer duty savings,
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A modael of the R17m Morning View Office Park davelapment in Sandton.

+Hou g]ng work% two
TIME Housing isl:;;melgﬁ ‘Qidition, Time will &= “We hop 3'

in two new housing devel-
opments — one in Richards
Bay for Transnet and the
other in the Cape Flats,

Time Housing recently
completed an agreement
with Transnet to develop a
persenalised suburb for
people employed by the
transport organisation in
Richards Bay.

The suburb, which will
consist of 80 houses, wil] be
known as Jabulani Park
and will be in Estkhawini,
Time Housing regional di-
rector Tim Mitchell said
the Transnet employees
would be offered 15 home
designs from which to
choose.

“We have undertaken to
provide a children’s play-
ground on a centrally situ-
ated park site in the suburb.

sure that there is no stereo-
typing in roof lines, house
designs and colours,” he
added.

About 400 people will be
housed in the 80 homes,
which will be bought with
assistance from Transnet,
The homes will sell at be-
tween R60 000 and R70 000.

Construction on the
houses fs scheduled to begin
in August, with all 80 upits
ready for occupation in
December. As Transnet
owned a lot of land in the
area, there would he fur-
ther development.

Time is also developing
two townships in the Cape
Flats — Westgate and Hyde
Park — adjacent to the
R74m Westgate Mall shop-
ping centre, which is sched-
uled to open in October.

among the first new areas
in 8A to attract residents of
all races. Houses are being
built to individual require-
ments and will cost about
R60 000,” Time regional
director Mike Hilton said.

The average site in Hyde
Park is 280m* while the
Westgate township average
is 320m>.

Westgate and Hyde Park

€S projects

are situated on the main
road betweern Milnerton
and Strandfontein and are
about 10 minutes drive
from Wynberg and 20 min-
utes from Cape Town.

Westgate Mall, covering
30 000m2?, is 70% let and has
parking for more than 1 60
ears. In addition to major
national chains and small
shops, there will be four
cinemas.
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<BRIFSA’s in-house econo-
mmmr Dr Charles Martin,

Says that although the cur-
mirent recession in the con-
estruction industry is dire,
@it is less severe than that
mavhich South Africa en-
=hired in 1984/85.

I What is more, he says,
Falthough the short-term

Foutlook is still discourag-
ing, South Africa can ex-

IKT]

=1

{hect a marked upturn in
the second half of 1992 and
Fnuch improved business
¢onditions in 1993.

+i, A BIFSA analysis of
‘RReal Growth Rate invest-
sment in buildings reveal
{¥fhat in the non-residential
#sector private and public
itreal growth rates of 127
i percent and 125 percent
lj were achieved in 1990.
i=These, says Dr Martin,
{Ewill drop to 3,1 percent

n._.m_zn 2,1 percent for this

Fyear. - .

@ In residential develop-
Fment 1990 saw a drastic
sreal fall of 7,3 percent in
¥ public spending, but a real
rm.mno.a.a.w of 88 percent in
% the private'sector. The fig-
Hires for 1991 show neither
1 arowth nor decline in pub-
iLlic sector spending (ie it
m.mamﬁm.mﬁ a very low

T
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§ _.hmumwnm mEQW.TmS _ rlmﬂm_cms and drop to a 3 per-

cent real growth in pri-
vate sector residential
work.

“The figures for the in-
dustry as a whole,” says
Dr Martin, “show 2,6 per-
cent real growth in 1990
and 0,5 percent real
growth this year.”

Upswing

He predicts that an np-
swing in the second haif
of 1992 will raise Real
Growth Rate figure in
building investment for
that year to 2,1 percent
followed by a staggering
8,8 percent real growth in
1993 and an even higher
10,7 percent in 1994,

" The scenario which he
has sketched assumes
that:

® There will be a world
economic slowdown until
the first half of 1992,

® The oil price will re-
main weak but will rise
from 1993 onwards;

® Gold and commodity

prices will remain de-
pressed until early 1993;

® South Africa’s balance
of payments and foreign
reserves constraints will

" contiriue in the short term

and; @ Interest rates will

ang in there, builders ur

remain high in real terms,
but nevertheless far more
stable from now on.

For the residential sec-
tor therefore, Dr Martin
prediets continued high
{but stable) mortgage
rates, increasing town-
house construction (for ec-
onomic and security rea-
sons}.

He also saw a further
decline for at least one
year in investment by the
State, a swing to capital
subsidies of the IDT type
for really low-cost housing
and shelter, a proliferation
in informal housing and an
increase in semi-private,
rather than State, projects
in this field.

He does not yet fore-
see any overall improve-
ment ih riddle-income
housing and flat building,
because this field remains
affected by high interest
rates and will feel the im-
pact of VAT. This, he says,

will put the cost of houses -

up by 6 to 8 percent.

In the non-residential
building sector, says Dr
Martin, South Africa can
expect increased expendi-
ture by the Siafe on
schools, clinics and other

socially desirable build- :

._dential work, try to culti- |

oed
ings @

Private iGv&stment in
this field will this year re-
main low because the of-
fice market is currently
over-supplied, the com-
mercial market is still
consolidating and the in-
dustrial market will re-
main weak until early
1993. .

Refurbishment

Prospects for refurbish-
ment work leok attrac-
tive, says Dr Martin, be-
cause there is a growing
awareness of the value of
conserving interesting old
buildings, and because re-
furbishment provides the
necessary space at a
lower cost.

“The message to BIFSA
members,” said Dr Mar-
tin, “is: Hang in there if
you possibly can because
improved business condi-
tions will once again pre-
vail in about one year’s
time. If you are in housing
or flats, try for the short
term fo find a supplemen-
tary field of activity and

; _wocw to townhouses.

“If you are in non-resi- -

1

<mnm9m~.mm=u_ummram=»
market.” #




COMPANIES

LTA

L ® ®
Margins tightening - v (5

Activities: Engineering, construction, project
management and development projects in all
disciplines throughout southern Africa.
Control: Anglo 50%, Amic 22,6%.
Chairman: H K Davies; MD: C J M Woad.
Capital structure: 26,3m ords. Market capital-
jsation: R100m.

Share market: Price: 380c. Yields: 6,6% on
dividend: 23.,2% on sarnings; p:e ratio, 4,3;
cover, 3,5. 12-month high, 380c; low, 215¢.
Trading volume last quarter, 688 000 shares.
Year to Mar ‘88 89 ‘%0 ‘n

ST debt (AM) ..cccanee 23,7 429 282 10,6
LT debt (Rm) .. 105 185 13,2 4,4
Debt:equity ratio ... 026 0,66 n/a n/a
Shareholders’ interest 0,19 0,16 0,19 0,20
Int & leasing cover . 3,6 3.1 25 7.7
Retun oncap (%) .. 25 3.7 6.4 7.0
furnover (RO} ... 1,24 1868 183 1,87
Pre-int profit (Rm) ... 10,3 20,0 363 401
* Pre-int margin (%) .. 08 1,0 19 2,1
Earings (&} ....... 24 48 53 88
Dividends () ... nil nil 20 25
Net worth {¢) ....ovee 370 422 485 412

For the third successive year, LTA has posted
EPS growth more than 50% above the pre-
vious year, defying the sharply deteriorating
trend that most industrial companies are
experiencing.

While operating profit in financial 1991
was only 10% higher than that of the pre-
vious year, the major factor contributing to
the two-thirds advance in earnings was a
massive swing in the interest bill, from the
previous year’s outflow of R11,9m to an
inflow of R1,5m.

This is the first time in a number of years
that the group has been so ungeared. In
addition, a reduction in preference dividend
payments, resulting from the conversion of
13m preference shares to ordinary shares in
August last year, boosted EPS to 88¢ from
the previous year’s 53¢. The dividend, cov-
ered a healthy 3,5 times, was increaseqd by a
quarter. But the dilution resulted in a sharp
decline in NAV per share.

Most divisions showed healthy resulits,
thanks to the long-term and ongoing nature
of many of LTA’s current contracts and the
existence of a number of large one-off pro-
jects in southern Africa. MD Colin Wood
says the earthworks division’s work on the
Lesotho Highlands Project and in Botswana

LTA
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LTA's Wood ... long-term
contracts helping

was sufficient to offset the lack of domestic
infrastructural spending on roads. Activity
in the building division was competitive, with
narrowing margins and problems in the low-
cost housing market reducing the contribu-
fion to profits,

The Steeldale, process engineering and au-
tecon divisions also fared reasonably, thanks
to their involvement with such projects as
Mossel Bay, Sua Pan in Botswana and Rich-
ards Bay. Even in the property development
division, there was enough activity in the
office and industrial property sectors to
maintain a high level of operations.

The immediate outfook is less rosy. Chair-
man Hilton Davies notes that the construc-
tion industry is reacting to the downturn in
its traditional manner. “Work is being taken
at minimal margins and sometimes below
cost merely to maintain turnover,” he says.
“If the industry wishes to emerge from this
recession with the strength and vigour that
will be so much needed, it must be careful
not to allow itself to be seriously weakened in
the interim by unbusinessiike actions.”

While a substantial amount of outstand-
ing work remains in the building, civil engi-
neering and earthworks divisions (R1,2bn as
compared with Rlbn_ last year), which
should meet the group’s needs for the
1991/1992 year, the reinforcing and engi-
neering divisions could face declining order

books for the 1992/1993 year unless the -

economy recovers. If margins remain as tight
as they have been recently, which is likely,
then LTA's growth in earnings will again
have to come from interest on cash,
Unfortunately, the downward trend in in-
terest rates, however slight at present, will

make'it increasingly difficult to improve on
last year's performance. Hence the share’s
low market rating on an earnings multiple of
4,3, considerably below the industrial aver-
age of 12. -

The share’s discount to NAV, at a mere
7%, is smaller than at any time during the
past five years. Given the weak business
outlook, it is unlikely that the price will rise
much further on fundamentals for the mo-

ment. Peter van Ryneveid
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THIN order books for
capital goods suggest
that the expecied take-
off of capital invest-
ment after the intro-
duction of Vat will not
haé)pen this year. .
* Steel and Engineering
*Indusiries Federation of
+SA° (Seifsa) economist
1 ! Michael McDonald says
‘his sector expects better
‘\ business conditions only
in the second guarter of
S R next year.
D T e s O e But even then, the turn-
2 S R S glrocggdavlviilbeslow,saysm
’ A H ) v ) ¥ » it
8- '86 8.7 . 88 ‘@9 9 91 ‘92 The projections of busi-
ssere CURRENT TURNOVER =ewm REAL TURNOVER| nesses involved in capital

Sourca: 8A Federation of Civil Engnesnng Contractors | Projects contradiet econo-
E—— mists who expect an upturm

in the economy before the
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em{ °f“ the year LR . Will not be much better.
I ead . - . “"March and June are tradi-
e * ™ tiopally the busiest months

Mr McDonald says: “The
order books were starting to
improve, but there was a big
drop in July. We did a survey
of orders and 70% of respon-
dents said busines woul

''worse than last year.”

* Seifsa represents the
motor industry, shipbuilding
and all engineering except
civils, -

Mr McDonald says capa-
city use i3 less than 50%.
There i3 a lead time of be-
{ween 5ix and 12 months be-
fore orders are executed.

Layoffs in steel and engi-
neering have been running at
about 2 500 a month for the
past year, and 6 916 were dis-
charged in Jully. :

Mr MecDonald says it will
take a long time for the in-
dustry to recover because of
the decline in government
caﬁ}tal expenditure. '

otor manufacturers do
not expect an increase in
truck sales after the im
duction of Vat. :

Chemicals, which provides
many industrial materials, is
also gloomy about the rest of
the year.
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'. By DIRK TIEMARN

South African Federation
of Civil Engineering Contrac-
tors (SAFCEC) expects a 20%
drop in real turnover this
year. In the last recession the
worst year-on-year decline
was a little over 10%.

SAFCEC economist Hank '
Langenhoven says order!
books leok poor and the third
uarter will be worse than

e second. Tender activity is
still declining, seasonally
adjusted.

Mr Langenhoven says:
“Turnover and employment
in the industry hit an all-time
low in 1987 and 1991 will be
similar. Employment in the
industry for the first half of
1921 dropped 20% to 79 000 —

- the Jowest ever — and 1992

becanse of government and
local authority yearends, but
nothing has happened,

" “Civil engineering activity
usually lags behind the eco-

' nomy by a year. Economists

seem to think this lag has
been reduced because of the
government social spending,

ut this is not happening.
Contracts for township
development are not inereas-

ing. .
Breweries

Private “construction|
spending is holding steady at’
about RI5-billion. This in-
cludes breweries and head
offices. . ‘
- Mr Langenhoven says the
industry hopes for real
growth of between 3,5% and
45% in 1982, But the eco-*
nomy must pick up hetween
the fourth guarter of this
year and the second quarter
1992 for it to happen,

Capacity use in the indus-
try is about 60% and will not |
reach levels of the early
1980s, he says.




Govt expected Egﬂl\lqp

GOVERNMENT was expected to unveil a
comprehensive plan for the future of SA’s
road system by the end of the month,
sources close o the transport industry dis-
closed at the weekend.

Industry sources said that Tolcon and
Expressway, SA’s two private sector toll
road operators, and civil engineering com-
panies had been waiting for the publication
of a government plan since June, and they
were “very hopeful” the plan would be
revealed within the next two weeks.

The Transport Department declined to
cominent.

Expressway chairman Horst Kohlberg
said at the weekend that the toll road

TR
[
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| DARIUS SANAI

operator could not reveal any of its plans
until government announced a decision,
but he was hopeful the government plan
would allow for expansion of the toll road
system.

He said Expressway had uniil a few
years ago expected government to go
ahead with a comprehensive plan for a toll
road system but that recent changes
meant that a “compromise” system, incor-
porating a limited extension of the toll
road system, was the most likely outcome.

A spokesman for Tolcon, which operates
stretches of toll road across the country,

veil 1‘)1 an for roads

EYA ,
said the company could not comiment until
government made its plans public,

Government has recently come under
increasing pressure to fund repairs to SA’s
ageing road system.

Department of Transport deputy direc-
tor Malcolm Mitchell told the amnual
transport convention at the CSIR earlier
this month that government resources
would have to be deployed more effective-
ly to ensure the upkeep of SA's transport
system.

Government funding for road construc-
tion and maintenance has decreased from
R3,7bn in 1988/89 to R2,4bn in the current
financial year.
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BUILDING ‘supplies -group Cashbuild
maintained its recent _strong earnings

growth in, the year to June, in spite’of
n the construction

T

e v

the..slump in
industry. .- . . .

Cashbuild -says attributable earn-
ings for-the year rose by 20,6 percent
to R7,9 million, which translates into
earnings a share of 36,8¢c (30,5¢).

A final dividend of 10c (9¢) a share
has béen declared, bringing the total
ior the year to a 2,5 times-covered

ac.

Turnover was up by 20,5 percent at
R887 million, but the profit margin
declined slightly in a very difficult
market, says chief executive Gerald
Haumant.

. Over the year the group invested
R7,9 million ‘in the establishment of
eight new sfores — geven new Cash-
build stores and-one U-Build store —
and cash resources were subsequently
reduced to R10,7 million.
" B KERSAF did well in the year to
.June, with earnings growth of 18 per- .
| cent to 220c (187c) and dividends up 186
| percent to 13bc, |
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1 Group furnover rose 15 percent

'| from'.to: R1,79 billion. The “operating

margin¥as maintained. at 28 percent,

boosting operating income 16 percent

| to R506,9 million. o

:| . “In spite.of heavy capital expendi-
‘ture.in-group operations and a

{R430,7.:million increasein, operating

‘| assets, “Kersaf: reduced’gearing from
17 ii_erg;'ent'to‘m_‘:pgrcent.. ‘ .
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‘borrowings
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ng slump
long-term borrowings
rose R13 million, this was offset by a
R41.2 million reduction in short-term
to R33,2 million. Interest
payments fell R7 million. Lo

Although net cash was marginally
down because of expansion in’Bo-
phuthatswana, interest received rose
to R50,8 million (R48,1 millior), which
helped lift pre-tax profit 17 percent to
R538 million. Lo

A
Kersaf also benefitted from a lower
effective tax rate. Taxed profits were
up 20 percent to R395 million, offset
somewhat by an increase in earnings
attributable to outside sharehioiders.

¢

Offshore operations (in Eugo;l)e and
Mauritius) held through Royale Re-
sorts were affected by the Gulf war
closure of Saint

and the temporary
Mauritins for

Geran Sun in
refurbishment.

B DELTA Electrical achi¢ved earn-
ings growth of 17 percent in the first
half of this year, in spite what it
termed “weaker economic condition”,

Delta’s interim results show earn-
ings 2 share rose from 22,3c last year

. to 26c. The interim dividend has been
lifted from 8c to 9,5¢. !

Operating income was up by ¢ per-
cent to R2L7millien.  © "~

The directors say Delta; maintained
its_operating efficiency in the.uncer-

,tain ecdhomic environment, with the

result that most of its operating com-
panies managed to turn in acceptable
performances. - o
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Qcmﬁn ets :B:om relief

wP >z ¥\
SEE o~ VAT, and trading stock in the hands of
BUILDING dustry so mqm welcomed - -
Finance Minister _wwﬂ.mna du Plessis's VAT don- | L 1m...mn GALLI _|  the vendor, would become VAT exempt if a
cessions for the constructiop manmmmmm of ,:oEm_mw - buildings would be taxed at a rate of %ﬂu he- 4 mwwmm agreement was no:o:_nmn before Emna__ 31
but say they offer limited:relie # cause of the importance of providing housing % ' -
The moves allowed the consumer some ﬂx and assisting contractors and homeowners, he Y _'The sale of _Ea na_. home eEEEm purposes

“breathing space”, but were limited in effect ta, . said — provided the contract was concluded ~ Would also be tazed at 6% if an agreement for

‘Mareh 1992, they said yesterday. M __: and construction .uounm.umnm_.— before March 31: such a sale was concluded before March 1992.

, gou s~ q ¥iemd o patiicd fies After that, sales would be subject to the &tan-
And while prospective home-buyers would. 31992, .., x'v T Gard A et

be granted an extra six months in which to buy ¢ :Inland Revenue VAT director Normar m.mﬁ.m Houses in the process of being built on Sep-

their properties, the effects of the full rate ;i terson said yesterday the concessions were! yember 30 would be subject to a 3% tax if a sale

would be felt after that. vt 1 28 aimed at helping td reduce the double taxation

, agreement was concluded before December 31
Certain contractors had entered into fixea situation ‘many speculative builders would 1" 1901 "he said. But if the home was completed
price contracis fof the construction of homes » » have found themselves in on September 30. !

B ! between January 1 1992 and March 31 1992 and
before the introduction of;the VAT wE SE_. “:'* «Phege’ huilders® would have had stock on” -.¢he sale was concluded on or before March 31, it

- completion after September 30. *' b1t hand that they were unable to sell. They would w Twould be taxed at §6%. .-
Du Plessis said on Wednesday that the mn&. " then have had to charge VAT on all stock on m 1 However, transfer duty would uE_ be pay-
tional cost of VAT due to subcontracting work ™ hand, including the component on which GST ' gaple on those transactions, the Minister said.
would then have had to be borne by the contrac- . had mc.mm&\ been paid and aan Emm.noan ncﬁ m “Contractors have, in anticipation of VAT,
tors, with mmﬁmﬂmu.u‘ Qmﬂﬂmaﬁbgm effects in ENB% ﬂﬂms. back,” Patterson said. increased contract ﬂﬂnnom In view of the con-
cases. * " Du Plessis also said the sale of new :cEmm : cessions announced, it is incumhbent that they
The supply of construction services for new  completed within a year before the implemen-  pass on the benefits to their clients”. :

-
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Twin showpleces . . .
Old Mutual Centre and Ten Sixty
; Finance Minister Ba

Old Mutual

i)
The building indus-
try is given some
hope of recovery in .-
the latest Rode Re-

pot from the Cape- @
baged property an-
alyst Real Estate FRANK JEANS

Property &
Construction

Sutveys.

The report suggests
thé¢ current recession is
not too deep for building

and its ancillary indus-.

trips and “it looks like
antupturn js imminent”,

rwin Rode, research
digector, says all build-
ing cost indicators in
March this year were
running at a rate of 12 to
13 percent higher than a
year ago — slightly
below the consumer
price index.

i Lean times

‘YThis is an indication.

thdt the .building indus-
iry is going through lean,
but not catastrophic
tinjes.”

Non-residential starts
dipped in the middle of
last year but hav e since
recovered to levels
achieved in 1989,

. 'The latest Stellenbosch

Bureau for Economic -’

Research reportalse

shows that tendering...

competition among con-
tractors might have
peaked,

“Home huilding activi

ty also looks as though it
might have bottomed, al-
though it is too early to
come to a firm conclu-
ston,” says Mr Rode,
. “Townhouse starts
have made a sharp re-
covery since their nadir
last September and are
now at their highest
level since the end of
1988.”

Looking at costs, the

' survey says that while

the rate of increase ap-

‘‘pears to be in a trough,

there could be an accel-
eration upwards again.

Builders themselves
appear to be equally
hopeful.

The annual review of .

the Building Industries
Federation says a deteri-
oration of ‘conditions to
the -extent of the 1985-86

s two Johannesburg offi
Six, were opened recently by
rend du Plessis.

[opes rise for
building r

*

1 b

ce blocks,

h

very-

.

slump is not expected.

An encouraging trend
is the ease-up in the
price of building materi-
als, although Bifsa nev-
ertheless remains con-
cerned ahout building
material suppliers who
are raising prices at an
unacceptable rate,

“Although the industry
continues to experience
recessionary conditions
activity levels will prob-
ably show a sideways,
rather than a further
downward, trend in the
months ahead,” says
the review.

High rates

“No real and signifi-
cant improvement in the
building environment is,
however, expected be-
fore the second half of
next year.”

In the home building
sector builders report
conditions as “very diffi-
cult”.

There is consensus
that the negative impact
of high mortgage rates
:and " 'building ;materials
price inflation are hav-
ing a severe effect on the

affordability of housing
and on building demand.

— 1
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Builders mixed on VAF;7

WHILE some builders and estate agents have pra e
VAT concessions for the industry announced last week,
others feel the lead-in time is not long eno for any
real benefit to be felt. 18 rOn ~mml « r

The paperwork alone could take more thhn six months,
with building usually beginning after that, said Gough
Cooper Homes chairman Trevor Jackson.

He added that in the present economic climate, and
with bonds becoming more difficult to obtain, building
began only when a bond had been granted.

Inland Revenue said recently the concessions were
aimed at helping to reduce the double taxation sitvation
in which many builders would have found themselves on
September 30.

Jackson said: “We do not expect to derive any benefit
under the December deadline and very little from the
March one.”

Construction group Concor chairman Brian Murphy
said the concessions would have little effect on the
construction industry.

PROPERTY

JSE sectors  offer good deals’

6
THE investing public appeared to be un-
aware that the JSE’s property loan stock
and unit trust sectors generally offered a
good alternative to syndication invest-
ments, said Hyprop MD Peter Behrmann.

“Property loan stock and unit trusts are held
largely by institutions, with Hyprop baving a
very small proportion of individual investors.

“This is a peculiar sitvation as those sectors
offer investors an open market in which to
trade, the security of heavy institutional sup-
port and lower buying and selling costs. In
addition, the JSE looks after the investor as far
as possible,” he said. @

These companies also generally offered a
lower risk and it was far easier to trade or
change one’s investment than in a syndication,

The investor considering companies on the

(o) 29¢| 9]

Reports By—-—"
PETER GALLI

property loan stock sector needed to look at the
quality of the properties held and the spread of
the portfolio, Behrmann said.

Prespective investors should also consider
where growth for these companies came from.

“Hyprop has shown more than a 20% growth
in rental income, but year on year growth of
dividends for the current year is affected by
reduction of earnings of interest income, where
cash resources are being invested into property
developments.”

Investors should leok primarily at the under-
lying trend of the company’s rental growth as
well as the capital growth which is reflected in
the price of the shares in the market, he said.

Frankel Max Pollak Vinderine property ana-
lyst John Rayner agreed the sectors offered a
better alternative for the investor than a syndi-
cation because of their marketability.

In addition, there had been a re-rating of
both those sectors since November 1990. “His-
torical yields touched 12,2% and, since then, the
property trust sector has appreciated by about
20% with the historical yield falling to 10,2%.

“The loan stock sector has gained about 16%
with the historical yield dropping to 10,7%,”
Rayner said. The market was in a period of
consolidation with the trend over the next 18
months likely to see yields falling further,
which implied capital growth.

JHI director Steve Kesler said the spread of
risk and tradeability of shares in these sectors
made them a good alternative to syndication.

T NTA~

‘tdi\lr hll.Llir et e ]

P&&M_Wﬁ%




- WL
THE toll road network will be dramatical-
ly expanded in.terms of a new roads policy’
being formulated by, government. .~ .~ .

Government -believed private toll roads,
were the only way to meet the needfor
new roads and would not build apy roadsin

the foreseeable future, senior government.
sources said this week, . -

e ELR
One said 4 team of lawyers was exéimllkl--

+ ing ways-to expand toll road construction

+ without Introducing new legislation, , .z -,
on ocamrttiasna v wcenco acpartennrn o FPIANG for new toll rodds were frozenin;

" Junei last year when the House, of Repye-
y o e a4 B P sentatives and-the House of Delegates:
£ H § gﬂ‘;’ g‘} & % #% ' blocked passage of the National,Road:
- LI S + Amendment Bill which aimed to formallge;
Y ¢ the establishment of a, private foll road:
i o network. ‘g, [ FX zgf Jipe ot

Ty g e

s ey ‘ % . ] . LRI
W Prerlk I ./The lawyers afe lookirlg at ways. f,;gflr-. '

Yeurventing parliamentary objectionshto’

Cibbo ¥ it o

g

AR R Y -

t
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1

vernment’s appointment of private to]l.

road operators on an %igency, basls, | "
“{ The ‘R2,7bn allocated. by government
. thisiyear'for roads In 84, the TBVC states:
| and self-governing territoriés was enough:
only to-msintain the current gystem” "
Vt:was-likely to decrease in real terms;

4

- making an alternative plan for new roads;a

— e

i

national highways operated exclusively as
toll roads by private companies was
favoured by government,

_ However, France had mueh higher traf-
fic densities and tolling SA’s whole road
System would not be profitable,

The sources said government wanted to
be careful not to appear to he encowraging
too much spending on roads while other
Services were in need of fupds,

Although government would not fund
new roads, it did not mean tol] roads would
Spring up everywhere, a source said,

There were several ways for toll roads
to be built. The totally privatised option —
ullowing the private sector to plan, build

Heldelberg and Villlers, '~ " %
- The N1 Johannesburg-Pletersburgilink: -
would probably become a toll road along -
“its entire length, although It had not yet

been decided whether to toll the Pretoria-

: viable, %

Toll road "5y

k)

matter of necesslty, the source said, '

“Toll road operators Tolcon and Tollway

have'put. plans' for constructing roads gn.
I| hold'since last year, but a Tollway spokeg:
iman said last week he was hopeful govern-*
ment.would annotnce a new plan.soon* "

f

_Toll roads that would kie bullt once plahs:
.got the go-ahead included the ‘Tollwaiv“éf;'
operated 'N17 ‘Springs-Krugersdorp link,:
‘which was"dpen already. between' Spririgs: )
- and ‘Gosforth Parkin:Germiston.* 7 3
Other projects that could be tinde ta,

I3

Oter prjectsthaticould be undertzn:
«were the:puch-needed Harrlismithhypass::
omthie N3 arid a widening of t_h(?f: X g‘heg?gguﬁrr'

~

~Johannesburg section, .

. .- The'sources”said toll roads’ would be.
"built only- wherg: they were
iE ﬁ'

veconomically

o . B
The French ymodel: of A system:. of ..
., OTo Page 27,

( 32’) O From Page 1

and operate roads — was not feasible un-
der current legisiation,

But private companies would be able to
take part in road schemes under a sg-
called incentive scheme, controlled by
government,

The Transport Department wou -
ply, initial finance fog the propose;drosggs
while private companies built ang operat-
ed them under government tender. Private
flrm's would be under pressure to increase
profits through greater efficiency.

Details of the plan were 1lik
} ely to
Ormalised and announced within tsim ne':c':
few weeks, the sources said.
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Aftchitect firm establishes

| tr@ﬁrbles—“shootl]i division
o &{'DQQ zr g?ﬁmed a bméé%?

Division head Johan Grobler 5ays: “The division ineor-

- porates. post-occupancy evaluation and pre-design
Tesearch, and offerg Inany services, L

For example, an organisation may own a numpep of

buil,ding’s ‘scattereq throughout an area, but h'hvé"éery
little idea about ¢he state of the facjljties. A ke

study and facilitieg IManagernent, wity Grobler Specialis-
ing in building evaluatjon, .

ther specialists are available, depending on the
circumstances, '

design for the Second phase residences af the. Univer.fsity
of Fort Hare ang ensuring “nsep satisfaction” at 'the
Ciskei Technikon, ] "
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Murray & Roberts {M&R) has
. beaten its budget forecast, and
market expectations with divi-.
-dend growth of 18 percent fo 156¢
{132c) a-Share-for the year to
June,

Brink.said at a presentation*last
night mechanical and eléctrical
engineering,: property -develop-
.ment, international activities
" andyexports, building companies
and land, sea and air services
put.up excellent perfomances.

tionsthad shown resilience’in- de-
pressed markets, he said!,, »

-share rose- 13 percent.to’ 500¢
from a restated figure of 444c.

creased. .

o

- “Star performéris
~. The' engineering’ division, of
-which Genrec is a majorgpart,
:wasra star performer; lifting its
contribution to group;earnings
befoie interest and:tax:from
R45;7. million to R74 million.,

its contribution, but;:Mry Brink
said its actual perfomance was
undefstated because some of its
.. project-developments were re-
"'flectéd in'the results of the build-
ing/construction companies,

Jfell'from 7,5 to 7 percent.*?

e N

Group schief’ executive: Dave

‘The 'rest of the group's:opera-

Ofi*a diluted basis, earnings a

Last year's earningsof’ 542c

have; been ‘réstated to recognise
.the conversion of 7,4 million con-
vertible debentures, "

. Mt ‘Brink, however, -cautioned

that=with Ijttle sign ofian up-
turn, group earnings in financial

1992 could be down 10 percent,

" But' as the group expects to
maintain its strong balance sheet
position (gearing was 26 percent),
‘the dividend payout should:be in.

‘ Ay
%

RIS N

e g

Property developrient; Tifted

AN
ry
Ptk

fGrolip turnover rose 15 per-

profit .was up only -5even

45 -

* y~Déspite this slight sethack, Mr

- andi

boost

Brink said there was potential to
lift margins to 10 percent. .

Initerest;payments weré Iower ..
ithe reduced tax rate-héiped

‘taxdsprofit by 16 percent to -

R182 million. .

L1 A
> Expenditure on capex and ac-

' quisitions}totalled R276 million.
- A major -part of this was’ fund-

.

- ed from-cash flow. Consolidated

. capex for 1992 s budgeted at

*" R211 million, ",

The group’ should be able to

',“ fund-this éasily; «At.year-end:cash -
-balancesiwére RI157.million, with:
fi.spare’ finding capacity of

- Radgmiilion:

P S |
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* Restated for conversion of debentures

Murray & Roberts (M & R) was poised for
extensive capital expansion and a thrust
into Africa, group CE David Brink said
yesterday.

Brink said the group had its eye on some
major acquisitions in the near future, the
funding of which could necessitate going to
the market, or the issue of further shares,

Speaking at a news conference in Johan-
nesburg to release M & R’s final results for
the year to end-June, Brink said the group
was well geared for such a move and had
cash and borrowing resources of more
than R400m. The group’s gearing ceiling
was about 60%, but gearing now was only

O To Page 2

J By
IMER ™y

He would not be drawn on specifics but
said any acquisition “would most certainly
not be in the civil engineering or construc-
tion divisions”. .

During the year under review the con-
struction division’s contribution to operat-
ing profit dropped from 33% (R102,6m) to
27% (R88,6m).

But overall resuilts for the group were
slightly ahead of market expectations. Op-
erating profits were up 7% to R322,9m
(R300,8m) off a 15% rise in turnover to
R4,6bn (R4bn). After a slight reduction in
interest charges — at R23,6m from R27m
— and slightly lower tax rate, bottom-line
profits were up 17% to R180m (R153,7m),
translating into earnings of 500c (444c) a
share. The dividend allocation improved
18% to 156¢ (132c).

Brink said the group was planning a
major thrust into the rest of Africa. It
already had aetivities in Kenya, Zim-
babwe, Malawi and Zaire.

202 O From Page 1

He said in terms of performance, the
engineering arm under Genrec had turned
out to be the star of the stable. The division
capitalised on its Mossgas work to move
its contribution to operating profit from
15% (R45,7m) last year to 23% (R74m).

The civil engineering division dropped
from the biggest contributor to operating
profit last year at 11,4% to 5,7%. Brink said
this was largely a result of a poor perform-
ance from road works.

Conversely Land, Sea & Air — Pentow
Marine, Land & Marine and Court Helicop-
ters — moved up from 10th place last year
at 5,3% of operating profit, to first place at
9,7%. Brink attributed the rise to a major
operation to rescue a crippied tanker off
the eastern Cape coast and some fairly
major contracts around Hong Kong.

As for prospects, Brink said he was ex-
pecting a decline in attributable earnings
of 10% for the current year. The group was
still waiting for the promised upswing and
saw 1992 as a “testing time”.

»
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VALUE ADDED TAX
. . v
Chasing tails

Finunce Minister Barend du Plessis’ tinker-
ings with the VAT rate were obviously in-
tended to disarm his critics in the run-up to
implementation. He may have taken the
political pot off the boil — but last week’s
revisions have created new complications for
praperty transactions.

For the residential property and construc-
tion industry, the Minister has introduced a

The house that VAT built

ey rate

13
where such concessions are made on the
payment of VAT the buyer wiil instead have
to pay transfer duty.

On the basis of this, MacKenzie believes

the only sellers who will lose out will be those
who cannot dispose of stock in time, like
developers who have over-stocked. He adds_|
that buying land on which to build a house
will now attract VAT at 6% if bought before
March 31 1992, Here again, sale of the land
will attract full transfer duty.
-, However, he feels the relief is generally
most welcome — particularly as buyers of
sub-R30 000 sites will pay only 7% (6% VAT
and 1% transfer duty). When the land is
bought from a private person, full transfer
duty of 1% is payable on a R30 000 purchase
but no VAT is applicable. “For more expen-
sive land the concession is not significant, as
the cost is 9% (6% VAT and 3% transfer
duty on the amount of the purchase consider-
ation that exceeds
R30 000).”

MacKenzie retorts:
“Where companies

transfer duty is 5%
and this, with 6%
VAT, pushes the cost

Houses

to 11% — hardly a
concession.” He adds
that the sale of a
house in the course of
erection — which is

After Aug 22, 1991
but on or betore Dee

completed and sold
before December 31

uring period Jan 1,
992 to Mar 31, 1992

After Aug 22, 1991 but o
or before Mar 31, 1892

1991 in terms of an
agreement concluded

fter Mar 31, 1992

Before Mar 31, 1992
After Mar 31, 1992

after August 21 1991
— will attract VAT at

Before Mar 31, 1932

Before Mar 31, 1992

3%. No doubt this will
result in many exist-

buy the iand the |

4 Bofora Mar 31, 1992

ing contracts being
cancelied, However,
there is 4 chance that

6%

six-month concessionary period which will
effectively cushion the initial impact of the
tax. Ernst & Young’s Charles MacKenzie
believes this should address many of the
inequities initially contained in the VAT
Act. Even so, Building Industries Federation
(Bifsa) economist Charles Martin believes
that based on the revised VAT rate of 10%,
house prices will be pushed up by 2% to 3%.

MacKenzie explains that one of the big-
gest problems for home builders, prior to last
week’s announcement, was that there wouid
be no relief on GST paid on materials used
before the introduction of VAT — even
though VAT at 10% would have been pay-
able on the property sale. “This was particu-
larly unfair because sellers of other com-
maodities are entitled to recover GST paid on
trading stock held on September 30,” he
notes,

As a resuit of the revision, a house com-
pleted on or after September 30 1990 can
now be sold VAT-free until the end of March
next year. However, Mackenzie¢ stresses that

Source: ERNST & YOUNG Section 73 of the VAT

Act could revoke such
cancellations and order payment at the full
VAT rate. MacKenzie says that if a house is
completed after January next year, but com-
pleted and sold before March, VAT will be
payable at 6%. Sales on or after March 31
will be subject to full VAT at 10%.

*All housing contracts attract VAT at 6% !
provided the dwellings are completed before
March 31 1992. The Minister did not an-
nounce any concessions for the construction
of buildings other than dwellings. This is
unfortunate, as fixed price contracts con-
cluded before the end of September will
attract VAT on the price specified. However,
the contractor isn’t obliged to pass the bene-
fit of the input credit on to the client.

“While Du Plessis didn’t address the ques-
tion of input tax credits for these sellers it
appears that, as the transactions are subject
to VAT, a full input tax credit should be
allowed.” .

Bifsa’s Martin believes the concessions
will provide a cushion during the transition
to VAT — and, thereafter, the rate will

84 « FINANCIAL MAIL » AUGLIST » 30 » 1991

revert back to 10%. “The result is that VAT
will still push up the cost of houses. Worst hit
will be the low-cost housing market which
can ill-afford any increases. Relief measures
in this area are, therefore, a matter of urgen-
cy,” he argues. g |
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-It takes a lot of confi-
dence in the future for a
company to increase ex-
penditure on training
and people development,
&specially in recession-
“ary conditions.
But industrial group
‘urray & Roberts
M&R) did just that, rais-
fig people training and
Jﬂevelt}pment expendi-
Fure 40percent to
"R13,6 million in the year
0 June.

1+~ Group commercial

director. Jeremy Rat-

! “clrffe says M&R is a peo-

Rle-onented group.

""Orie of its philosophies
- to’ provide opportuni-
fles for all employees to
.devélop their capabili-
“tres*through education
“And tfaining.

"M ER sees people
raining and develop-

N 0

enf as very important,

M&R

Tr IR, ey

S

buildmg for

particularly as part of
the effort to position it-
self for the unfolding
new South African en-
viroment.

Outlining the invest-
ment direciion of the
group, chief executive
Dave Brink says M&R
will direct new invest-
ment more towards ex-
port-oriented businesses,
including the rest of
Africa.

To this end the group
will ensure that there is
sufficient available intel-
lectual capacity to en-
able it to take advantage
of unfolding opportuni-
ties.

M&R will also ensure
that agency and technol-
ogy agreements do not
limit M&R’s activities to
SA.

It wants to become a
world-class competitor
in niche volume markets.

Mr Ratcliffe says that

' iﬁ\Ui we,

‘11"')4)

although M&R people
have visited Kenya
(which has a free-trade
zone in Mombassa}, noth-
ing concrete is in the bag
yet.

In Zaire, discussions
are under way for M&R
to refurbish a mine.

The group is already
involved in Zimbabwe,
Malawi, Botswana and
Namibia.

In financial 1991, the
group was involved in
laying undersea pipe-
lines in South East Asia.

Mr Brink says that in
addition to land, sea and
air services division, an
operation identified as
having potential for in-
ternational trading is
Cape-based Consani, a
manufacturer of contain-
er tanks and pressure
vessels.

About 60 percent of
Consani’s turnover is in
eontainer tanks.

72\

the futur&

\ onsam, a winner of
the State President’s ex-
port award in 1930, is al-
ready a major world
player and is one of the
world's three biggest
suppliers of container
tanks.

To bolster Consani,
Falcon Engineering was
acquired in financial
1991, thereby giving Con-
sani a presence in the
Transvaal.

Customers

Falcon supplies stain-
less steel tanks for which
SA Breweries and the
dairies are the major
customers. ,

Another company with
potential for internation-
al trading is Cosworth, a
manufacturer of alumin-
ium cylinder heads for
high-perfomance Euro-
pean cars. It has a Ger-
man technical partner
for the project.

Mr Ratcliffe expects
Cosworth, which started
productxon about three

‘months ago, to contrib-

ute to group profits in
the current year.

M&R’s high-precision -

automotive business,
Gemtec, begins produc—
tlon in October/Novem~
ber this year.

Over the past year,
M&R has invested in
brick-making companies.
Money was lost in these
operations, but Mr Brink
sees brick-making . com-
pames as one of the ben-'

eficiaries of the unfold-"' '

ing SA.

Interestingly, M&R
was one of the few com-
paniés to'make money in
housing development. It
contnbuted 2,6 percent

o group earmngs hefore

interest and tax.

Other highlights for
the year were the
R425 million growth in
total assets, largely due
to capital expenditure,
acquisitions and the
grossing up of contracts
in progress in terms of
the new tax treatment
for work-in-progress by
construction companies.

In the last five years,
shareholders have also
benefited, realising com-
pound dividend and
share-price growth of

about 45 percent
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~Mixed fortunes
| for construction

. Business Staff : M‘ﬁ 30 Lglq ]

“MIXED Jfortunes are evident as .a number of,
. building and construction companies' report’ their
.results for the year to June. ' :

'(R36,8 million) on' a turnover that fell by 10 per-

(depressed state of the construction industry.

" crease to 56;1c (46,4c).

-, He adds, liowever, that in the comirg year the’
‘group will'be' subject to a substantial increase in
*1ts effective tax-charge as.the group’s major as- L.

:lieves that the company’s order book .should en-
" sure that'the company Tnaintains earnings

"was/22,9 percent up 'at R508,4 million but after
-tax profits:slid 56 percent to R6 million.

‘rent year should improve due-to a.restructuring

1. divisions, ° - - 2
.. Group borrowings increased significantly with
‘thgﬂgbt[ggix&;y percentage rising to 100 pereent,

“building firm

er of, |

. Group Five posted a 22 percent increase in be-
fore tax profits which pushed up earnings a:share. |.
by 14.percent and total dividend by72,9 percent.. |

Before tax profits rose to R44,3 million -

cent to R1,2 billion (R1,3 billion). # o
Earnings a share increased to 194c :froi_gf"‘ 170c.
An unéhanged final dividénd of 37c ‘was'de-

clared, making a total of 64c (37c) for the year.
The group continues to be cash positive with

R83,8 million on land at June 20, but gxecutive

chairman Peter Clogg warns that.diffieult’ times™

lie ahead. , ‘ , o

" "If the present downward ‘trend contiriiles; it

will not be possible to hold: profits at their pre- |

sent level” ‘

.- W CONCOR. posted a 20,8 percent increase in

attributable profits and raised total dividend by

50 percent in spite a marginal improvement in

turnover; ' o

Attributable -profits’ increased to R12,8 million. |T

(R10,6 million). This was achieved on a 2 percent
increase 'in turnover which reflecis the general

.Earnings a share showed a ‘correspond;ng 5“‘

.. An unchanged final dividend of 10¢.a shiire was
declared, making a total payout of 15¢ (10c) for .
the year. * oy T
Chairman Brian Murphy says Concors’s perfor-
mance was a.result of tight controls and sound

plalid . .

cash management.

sessed lossés have been used. o
.. ‘Despite this; and the expected continuance ‘of
the- difficult ‘trading' conditioris, Mr Murphy be-

at the

current-level for the coming year, '
"WBAD tiriies foi Basil Read Giéup have led to .

the comipany passing its final dividend. Turnover

", The directors have stated results for the cur-
of the building division and the limiting of capital .
expendityre ‘in the housing and "property".

.. The increased borrowings resuited in a 19 per-
cerit rise'ifi, thé;interest bill.to R7 million, The di-
réctors'say this could be offset by, the investmien,’
in préference’shares which. would -achieve an ef-
fective debt/equity rate of 40 percent.
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[Cash-rich” oup an‘? powers on
H e o g, - f
; ;Ihg;ﬁiilding and construc- by 72,9 perc%:?\f%i the  over that fell. by 10 per-
i | tion company, Group Five - year ended June. cent to R1,2 biliio {R1,3
¢ | posted a 22 percent in- Finaneial results re- billion). ( %é ?
, CIgAse, increase.in before. leased yesterday show Earnings a in-
' rt@s"gr fits whith pushed that before tax profits  creased to 194c from 170c, -
» | p era ings a share by 14 rose to R44,3 million 1 An unchanged fina? diy-
i JDereent and total dividend 6,84 million) on a turn- « idend of 37¢ was declared,
R = «making a total of g4e (87c)
. for the year. .. .
"' The group continues to

'be cash positive with
- R83,83 million on' hangd at
“June 20; but executive
; chairman Peter- Clogg
+.Warns; that difficult times
. 1ié ahiead. P

.. “If"thé’ present down-
-ward . trend continues; it
"l niot be possible to' hold ¢
profits' at their present *
level” — Sapa,

e




"Group Five warns of
hard times ahead

J OHAI}{NESBURG. — Group Five, the third largest
group in the construction sector, turned in a solid
performance for the year to June, but followed the
latest spate of construction companies’ warnings of
probable earnings declines over the coming year.
Despite cutting its work force by 95,5%, the group
bolstered pre-tax profit by 22% {o R44,3m (R36,4m),
.| largely on the strength of improved operating effi-
ciencies, although turnover fell 10% to R1,2bn
(R1,3bn).

Bottom line profits went to R34,56m (R28,56m),
translating to earnings of193,6¢ (170,1c) a share, The
total dividend was 64c (55¢).

In an interview yesterday executive chairman Pe-
ter Clogg said the performance of the building and
civils divisions had been particularly gratifying, but
warned that tougher times lay ahead, and the group
was not likely to maintain profifs at their present

levels. o1 aslgiyYy
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CONC&ZI ’s resulis for the year to June 30
. indicate that the construction-group is sue-
cumbing to the depressed state of the con-
struction industry, after two years of
strong growth. .. it A i
Undisclosed turnovet grew by only 2%,
compared with the previous year’s infla-
tion-beating 18% growth..Chairman Brian
Murphy atiributed. this:to the decline in

T e ey nmf-s.wr L 24 v

tends 't0 maintain
desplte setbackd>

husiness from the pubhc sector and mining -

industry.

- However, Murphy - saud the group had
" moved. aggressively into other sectors to
thake up for;the'decline of business in the
public, ranid. mmmg industry. ¢

“Consequeuﬁy, we are domg a lot more
work, for pnvate compames, -and ‘we. also
have projects in; fMozamb:que, Swaleand,
Iﬁotho ‘and Botswaha” » ~

He sa:d order books .Were healthy
enough to énsuré that eammgs were maih-
tained at the. current level this year.

-margms were slashed during the last six

. “months *of; tti¢' year, with the result that -

‘.operatlng 1ncome declinéd from Ri4,3m to
R11,6m. .

But sound casgh: management saved the
day, as g s:gmﬁcant increage in net inter-

T A GV < YT it

LESLEY LAMBERT

ult income from RI,Im to R7,1lm hoosted
untaxed income which grew by 213% to
R18,9m.

A hlgher tax bill of over Rém and an
increase in the outside shareholder's
payout pushed attributable earnings down
to R128m. This translated into EPS of
56,1c a share — in line with the chairman’s
forecast and a further indicator of the
slowdown in the second half of the year.

Murphy warned that the effective tax
bill would increase substantially in the
current financial' year because the tax

. benefits of previous assessed losses had

been used up. . . -
~ The-final dmdend was ;maintained at
10c a share byt the paymeént of an interim

«dividend of 5¢, for-the first time this year,

pushed the final dividend,up 50% to 15¢ a
share. Dividend cover dechned further to

‘3,7 times,
After an 1mpresswe Afirst - Lialf, - proﬁt N

 The balance sheét looked healthy at the
year end, A further mprovement in liquid-
ity was.reflected in current assets of
R154m, While non-interest bearing debt
grew from Ri08,4m to R1253m, interest
bearing: debt declined from .R%1Im to
R5,5m.

@ '1""“_""":‘;’7'.1@
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BASIL Read’s earn gs
tumbled'56,3% to 42¢ (96,1¢)
a- shate‘and the construc-

dend for the year to end-

mining division met 'its
budgeted target .and the
building division recorded
a ‘loss, Basil Read has hous- ©
ing, mining, property de-
velopment, building and
civil -engineering. divisions, .

Operating incotne, which
fell 45% to R14m (R26m) on

tion group passed its divi-.

" Direi:tors said only the

I?asn Res
19,93 Rasil Roas
ROBERT LAING

the back of a 23% rise in
turnover to R508m

‘{R4l4m), was arrived at
. after deducting R4,62m for

bad debt and write-offs in-

-curred by the housing divi-

sion’s development of land.
The increase in borrow-
*ings, which. resulted in the
'interest bill rising 19% to
R7m (Rém), should be off-
set. by..an, investment in
preference shares, ‘direc-
tors said.

plummets

Taxation was at only
21,56% becawse of profits

earned in neighbouring |

states, reduction in the pro-
vision for deferred tax and
receipt of exempt income.

Directors said this year’s
results would- improve.
“Fhe building division has
been restructured and has
an adequate workload and
should soon return to pro-
fltabihty The housing and
property divisions are
limiting their capital ex-
penditure.”
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\GROUP Five, the third largest
'group in the construction sector,
'turned in a solid performance for
.the year to June, but followed the
‘latest spate of construction com-
'panies’ warpings of probable
rearnings declines over the com-
'ing year.~ ¢ - | ‘

' Despite cutting its work force by
+25,5%, the gronp bolstered pre-tax
'profit by 22% -to Rd43m (RS6,4m),
+Iargely on the strength of improved
\operating efficiencies, although turn-
1over fell 10% to R1,2bn (R1,3bn). -

+ Bottom line profits went to R34.5m
'(R28,6m), translating to earnings of
1193,6¢ (170,1¢) a share. The total divi-
!dend was 64c (54¢). .

" In an interview yesterday execu-
‘tive chairman Peter Clogg said the
performance of the.building and ci-
tvils'divisions had been particularly
: gratifying, while the roads, engineer-

Group Five

89 20
Graphic: FIORAKRISCH _ Bowse: GROUP FIVE

ing and homes divisions had suffered
from a lack of work.

Clogg was alsc optimistic about
the newly formed industrial division
which, he said, was poised for growth
through both acquisition and organic
growth.

He warned, however, that tougher
times lay ahead, and the group was

‘spent their time attempting to ac-

Five turns
p U4 G| TR -
tfor

2, .
:.1 '.

ance:

)

not likely to maintain profits at their
present levels. “But our profit cen-
tres are very determined, and assuim-
ing the anticipated upturn materia-
lises next year, it could ease our
sitvation considerably.”

Clogg said while there was a need
for ‘low-cost housing, government
agencies were dragging their heels
on the issue.

“These agencies have apparently

quire knowledge that has been avail-
able in this industry for decades.”

He said SA could ill afford the time
required for these agencies to con- |
vert this knowledge into an efficient
construction service.

Clogg said there was scope for
housing in countries such as Bo-
tswana and Mauritius. Group Five
was building more houses in both Bo-
tswana and Mauritius than in SA.

The group’s share price yesterday
fell back 20c to 680c after reaching a
high earlier this week of 700c.

- =
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GROUP FIVE chief
executive Peter Clogg
says South Africa’s house-
building industry will be
able to contribute to eas-
ing the shortage of shelter
only when three things
take place:

® Removal of regelations
that cause undue delays and
inerease costs;

® Finance becomes avail-
able;

@ Communities accept local
authorities as being legiti-
mate or that alternative
structures acceptable to
them are put in place.

Mr Clogg says that regret-
tably, government agencies
have spent ages trying to ac-
quire knowledge that has
been available in the indus-
try. Should these government
agency resources be used to
eliminate restricting factors
and to harness funds, the
house-building industry could
rally much sooner, -

Civils

Mr Clogg expresses disap-
pointment that about 90% of
the R750-million allocated
for site-and-gervice work
through the Urban Founda-
tion was directed to munici-
palities and regional services
councils. He believes the
money could have been more
efficiently applied through
the private sector.

Group Flve lifted earnings
ashare by 14% to 193,6con an
11% decline in turnover to
R1,16-billion in the year to
June 1991, The dividend was
raised to 64c.

Civils and building pro-
duced excellent resulis,

order hook.

shertage of work in the engi-
neering, homes and roads di-
visions. Group Five has a
.40% stake in Tolcon, whose

Three factors

S\ W (3w 114f4] il ,
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By JULIE WALKER

future is under scrutiny. !

He hopes that once some
work becomes available anfl
competitors tender realistid-
ally, matters will improve.

The industry will soon B
unabie to cope with a suddep
increase in work becauwse
most contractors have ré-
duced their capacity in the
past four years as a result df
a shortage of work. Group
Five’s labour complement
has dropped by a quarter th
11 557 since June 1990, ¢

Mild

Group Five will find th
going tough in the short termj,
and Mr Clogg predicts a de-
cline in earnings in the cuy-

rent year, '

The share price shed 20¢;
680c after a significant rd-
rating in the past 12 months.
But with no further dete-
rioration and a mild in-
provement in fixed invest-
ment in both SA and its
neighbouring countriey,
Group Five would be well
placed toresume growth. !
Its cash pile of Rai-nﬂllio.n
will help it to weather the
recession, -

Building has a reasonable '

But Mr Clogg refers to a I

s DR NG Y K S Pt et
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10%,Vat lessens

blo

S Twine s Kny
THE reductioh in Vat to
10% will help the building
industry” because it will
raise costs by between 2%
and 4% instead of the ini-
tially éxpected 6% to 8%.

Builders say their indus-
try is particularly sensitive
to Vat-related cost increases
because it does not charge
GST.

Builders welcome the ad-
diticnal concession on re-
sidential construction that al-
lows for a phasing in of Vat
over several months,

Inland Revenue chief di-
rector, tax policy develop-
ment, Trevor van Heerden
says the main conicern was
the detrimental effect in the
transitional peried on low-
cost housing. \

But the benefit, the value
_of which is put at RS-

million, will be felt across the

board, not only in the low-
cost sector,

The problerm is that unlike
most other industries, con-
siruction firms . will not be
able to claim inputieredits on

| (GST.paid on IMate}(al'sL,used
‘ ;’% construetion by Segtember
Ok g v L

. 'This, means that

"8y TERRY BETTY

. aboiit. the same position they.

houéé’g " -They were granted a bond’

will be double taxed because
the sale price will include
GST paid on materials as
well as Vat on the final price.

The amendments say that
houses completed before Sep-
tember 30 and sold before
March 30 will be exempt.
Dwellings completed and
sold before December 31 will
be taxed at 3%. Those com-
pleted and sold before March
31 will be taxed af 6%.

Duties’

' for housine

ave had to find
other means of financing the
extra cost,

National Association of
Home Bupilders (NAHB)
executive director Johan
Grotsius says the low-cost
housing sector will be hard-
est hit by Vat,

Administrative costs are
proportionately higher in
low-cost housing. A larger
component of costs previous-
ly exempt will now carry

at.

“But this shouid be soft-
ened by increased govern-
ment assistance,” says Mr
Grotsius.

In all'these cases transfer
duties will be levied and in-
gut credits can be claimed

or expenses incurred after
September 30.

Building Industries Feder-
ation of South Africa (BIFSA)
economist Charles Martin
says: “These concessions pro-
tect ordinary people against
disproportionate; price in-
creases by putting them in

woitld have béen under GST”
Also, protected gre people
with fixed-price” contracts,

based 'on’ the initj;él - quote.
P v v e

builtbutnot sold by thatdate
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MURRAY & ROBERTS, the
industrial and construction
~ conglomerate, dumbfounded
analysts with a 13% climb in
earnings a share to 500c¢ for
the year to June 1991.

The boffins' forecasts
ranged from 425¢ to 480c.

Chief executive David
Brink and his team earned a
round of applanse from the
, | audience to which thtgd?'ear‘

figures were presen The
156¢ dividend also topped
expectations.

Construction ch:pFed in:
R89-million, or 27%
ings hefore interest and tax,
engineering 23%, supplies and
services 22%, industrial 21%
and properties 7%.

m..};{% o a
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saw-milling industry.
Saasveld bursaries
fees and textbooks.
the Dean of Stellen-
estry, Stellenbosch

LVAN LN ULl U

t1 res

expects a tough
year in whxch earnings might
drop by a tenth because of a
Iull in new construction con-
tracts and few signs of eco-
NCMiC recovery.

Road bmldmg had a bad
year, but depending on a Gov-
ernment decision on toll roads,
Tolcon, in which M&R has an
interest, could be bnilding the

Heidelberg-Villiers link and ,

the Harrismith by-pass before
the end of the year.

Africa holds potential, and
the lifting of sanctions should
n'nprove the export of M&R's

A pI'DJECtS such as Colum-
bus, Alusaf and five petro-
chemical expansions on the
drawing hoards will yield ‘t)l?-
ﬁgrtunitia a year down the

e,

Mr Brink says there is still
plenty of scope for M&R to
improve its produetivity.
More than Ri13-million was
spent on staff trammg and de-
velopment,

W
Acquisitions worth RI126-
million were made in the year.
The three brick companies ac—
quired all incurred losses.—
ezpected — but should do

up.

Although shareholders
rank only third on the M&R
list of stakeholders, behind
customers and people, they
can hardly compiain, At June
30, 1986, the share price stood
at 715¢. This week it was R43,
and the dividends have gone
from L0c to 156¢ at June 1991,

® Mr Brink related the
group's rescue of the ofl tan-
ker Mimosa, whick was holed
about the same time as the
Oceanns sank, Pentow’s sal-
vage tug responded from Cape
Town within 35 minutes of re-
ceiving a distress call,

It arrived in 28 hours and
having secured an empty tan-
ker undertook the largest
transfer of oil ever carried out
at sea. The oil was pumped
from the Mimosa which is be-
ing towed to Dubai.

The action averted an eco-
logical disaster that could
have been worse than that of
the Exxon Valdez. The value
of the ship plus cargo was

‘| R250-million.

better as the economy picks |
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A call for immediate ae—
tion on a housing policy
and day-to-day strategy
which will not be shack-
led by red tape and bu-
reauctatic bog-down is
‘made by Gavin Hardy,
executive director of the
- housing division of con-
! struction giant, Murray
& Roberts.

The group is a leader
in housing development.

Welcoming the repeal
of legislation governing
land use, Mr Hardy ap-

Developer

ea s to the authoritl
to put a housing policy
“on the table so that the
major players in the
housing field can plan
ahead”.

He urges a situation
whereby, on a daily
basis, developers are
able to answer these-
_questions:

‘@ How many houses
.. were delivered yester-

* day? .
@ How ‘many are
planned for today?

K (‘_’-'"

. woa, b

.And how many for to-
morrow?

“The thrust of govern- .
ment thinking is away .

from separate develop-
ment and own affairs to-
wards a negotiated sys-
tem of joint local gov-
ernment based on pri-

vate ownership,” he says. -

“Its aim is to rational-
ise the present system of

racially-based land ten- -

ure rights and land regis-
tration and to upgrade
leasehold rights to full

ownership.”

Mr Hardy calls on all

parties involved to de-
. vise, in consultation with
private enterprise, a
comprehensive national
housing strategy to en-
able the building indus-
tliy to meet the needs of

a
“Specxnc af:tentlon

ey +, must,

ey

W

ating
tate:the
‘and the /

represer
ity,” e

. housing, .!_5 sa
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VAT Will hit hO“Sin | KWANOBUHLE TOWNSHIP

6242
UITENHAGE

hopes of the need

Finance Staff
Murray and Roberts
Construction’s Housing
Division says VAT could
rob vast numbers of
urban poar of the chance
to own their own home.

Noel Ayers, M&R
housing divisien’s finan-
cial director, says his
company stands at the
.threshold of a break-
through in the provision
of housing for disadvan-
taged: communities,
more than 60 percent of
whom have an affordabi-
lity teiling of less than
R12500 on a home,

“For example, M & R
subsidiary Ribco, has de-
vised the Waltherg
House. Specifically deve-
loped to offer a real and
practical solution to
housing needs fo this
sector of society, it can
provide up to 20 sq
metres of well con-
sfructed, durable and
aesthetically acceptable
shelter for just R5 300
(excluding GST/VAT).

' Affordable ..

“This sturdy steel’
house is affordable and,’

can meet short-ierm
needs, and can also be
incrementally upgraded
and easily expanded
with full re-use of com-~
ponents. RINTAE

. *In areas where semi-
permanent or perma-
nent land tenure is pro-
vided for unconventional
housing, these houses, to-
gether with upgraded
roads, water and elec-
tricity -supplies can sig-
nificantly improve the
standard of informal
housing. They can pro-

»

P

vide dignity and hope
where today there is
none,

At M&R's urging,
several major financial
institutions are looking
into the feasibility of
providing HP-type fin-
ancing schemes for the
Waltberg house and
other affordable homes.

Hire purchase

“The banks and build-
ing societies could offer
hire purchase terms
over, say, four years,

which means that the
. home owner would pay

about R175 a month (as

- suming a 15% deposit)

and at the end of the
term bwn the home out-
right.

“The individual/fami-
ly then has an asset that
can be sold or let or used

* as security to finance a

permanent home.

“The HP concept is
readily understood by
the intended customers,
and there is no reason
why they should not

- make use of such a ser-

vice. - :
i *“However, VAT levied

. at the announced rate

could add as Tich as
R636 to the basic cost
of the home and R23 to
the monthly repayment -
on terms. When you con-
sider that the typical in-
vididual/family who
would consider a Walt-
berg home earns BR800 a
month or less, it's clear
that VAT will lower the
affordability ceiling
very significantly.

“VAT can spell the
difference between a
stable and secure future,
not only for the people
concerned but also for
the country as a whole.

“Government must
therefore consider zero
rating VAT on informal
housing to ensure its
continued affordability.
Half measures such as
exempting this type of
housing from VAT or
providing a safety, net
flor the poor just won't

D-"

Zero rating informal
housing is also a cost ef-
fective and simple way
to implement a subsidy
for housing of the poor. -
No complex depart- -
ments need to be set up
to apply it.
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Beating the cycles@

Even the most optimistic analyst’s prediction
was confounded by the latest Murray & Ro-

" berts results. The group bounced back from a

'-, pedestrian first half to post a 14% increase in

[

1

W

n

“EPS to 500c. Fortunately, M &R is far

yre than a construction and building com-
ay; the result was achieved in spite of a

or year for road building and a decline in
§ engineering as a whole.

. 1¢ Receiver also helped — the tax rate

bfrom 40,2% to 36,5%, helped by an

ports.

The star performer was the land, sea and
air services cluster, which contributed al-
most a tenth of operating income. Suppliers
and services, which had declined by a quar-
ter in the first half, increased earnings by 7%
for the full year. ¢

Certainly, the contribution from Genrec
{Fox August 23) underpinned the results —

s

{

- - - - . -,
rlmcreasc in international activities and ex-

. the engincering division increased its contri-

bution by 62% — but there were good per-
formances all round. Construction was mov-

GETTING STRONGER
Year to June 30 1990 197
Turnover {RbN) .....cceeveas. 4,01 4,60
QOperating profit (Rm) ... 301 323
Attributable {(Rm} .......... 154 180
Earnings (e} ... 444 500
Dividends {C) .cevivereiennss 132 156J

ing off a very high base but was still the
largest contributor, while properties had a
fine year with a 42% increase in operating
profit. Under CE Dave Brink, the group has
not been content to sit back and resign itself
to lower profit and blaming the economy.
Mareover, short-term profit has not been

FERTET £ 40rbF
PIXYSOLL g Y § 1,
ik E e Wik AL

i :i._“ o vk b d
Murray & Roberts’ Brink ... not
content to sit back

FINANCIAL MAIL « SEPTEMBER « 6+ 1991 » 79
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pursued as an end in itself, It has kept up the
low-cost housing division despite low returns
and has developed simple, 20 m? and 15 m’
houses which are already being occupied in
the townships and cost about R5000 to
erect.

M & R acquired brick interests such as
Corocrete and Brakpan Bricks, which are

not yet contributing, and it has invested in |

the difficult automotive parts area through
parts factory Gemtec and foundry Cosmar.
It resolutely refuses to chase turnover and
argues that it prefers to charge a realistic
margin for the work it does. Nevertheless,
the operating margin fell by half a percent-
age point to 7% and return on assets was
slightly below target at 19%.

The balance sheet remains well within
targets. Gearing, at 0,26, is well below the
self-imposed limit of 0,60. At year-end there
was R157m in cash and a further R248m in
available borrowings.

Brink expects the contributions of certain
key sectors to fall next year. Mining and
mining contracting, the second largest con-
tributor last year and third-placed property

development, wiil both fall. Heavy engineer-
ing, bitumen products and design and project -

management are also expected to have a
tougher year.
Yet this should be offset by an even better

year for land, sea and air services, civil -

engineering and a range of services where
M & R is not yet fully represented »T) G
include plastics, catering equipment anﬁn—
tech engineering. 4

M & R used to have a relatively low share
price and until recently some investors con- -

tinued to cling to memories of the group’s
1986 attributable loss. Notably, the share
price has increased by about three-quarters
this year. M & R operates in cyclical indus-
tries but to a large extent it has proved that it
can beat the cycles and maintain a consistent
performance. The share now trades on a
historical dividend yield of 3,6% and an earn-
ings yield of 11,5%. That does not lock an

unduly demanding rating. Stephen Cranston
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By TERRY BETTY

THE construction industry
has asked the Government to
delay the implementation of

Vat in the TBVC states for six
months. ( 32

With on ks to
go fo Vat-day, Transkei, Bo-
phuthatswana, Venda and
Ciskei have yet to pass the
required legislation. But they
have started to send out Vat
registration forms.

A Transkei Inland Rev-
enue spokesman says the Vat
Bill must still be “channelled
through the corridors of the
military council”. /7T twalsd

A Bophuthatswana offictal
says its Bill has not had §
third reading. { r342*?

Colin Mester, chairman
Concom, says many sub-con-
tractors and suppliers in
these states have not regis-
tered. This will make them
uncompetitive because they
will have to pay Vat on their

inputs without being able
claim input credits.
British

They will also be unable to
issne Vat invoices which en-
able custnmers to claim in-
put rebates.

Mr Mester says that be-
cause South Africa had a siz-
month lead after promulga—
tion of the Vat Aect, it is unfair
to expect vendors in the
TBVC states to get their act
together in a few weeks.

Inland Revenue chief di-
rector, tax policy develop-
ment, Trevor van Heerden,
gaysif TBVC Vat systems are

and running in tithe, it
is possible to backdate legis-

not up

lation to September 30, But
this means vendors will have
to charge as if they were in-
cluding Vat in their pricés.
But confusion will reign if
the TBVC states dor not
change their tax 1aws by, Sep-
tember 30 because ghe;GST
gystem will yemain in place.
I this happens vefdors
will pay Vat on goods bought
in SA and have to levy. GST
on top of this without quplify-
ing for rebates. '
Building Industries Feder-
ation of South Africa {Bifsa)
economist Charles X
gays such doubts have cjused
confusion for those involv
in major projects In tye
TBVC states. L
Dr Martin says: “It is diffi-
cult to tender for new; con-
tracts when there is uncer-
fainty about tax.” -
The first TBVC registra-
tion forms were sent out Jast
week. Bophuthatswana em-
loyed British experts to help
implement its system and
mailed forms before SA did.
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“Call for construction incentives

" THE" construction industry’s expansion
.into markets north of SA is hampered by
,lack of government incentive, saysFranki
"pile MD John Gill. & [1D &) 4! f]'[]
Although local engineers were belig en-
.couraged to generate millions of rands in
export earnings for SA, the authorities
were not assisting the construction indus-
try, he said. The indusiry received no
" major incentives for working outside SA.

" “It seemns the authorities do not recog-
nise construction work in foreign countries
as a bona fide export activity.” Despite the
advantages of a weak rand, contractors
remained disadyantaged when tendering
against foreign contractors who recetved
incentives from their govérnments.

Gill urged government to recognise con-
struction work as legitimate export activ-

| MARC HASENFUSS |

ity. He said manufacturing companies re-
ceived an 18,5% cash incentive on the
value of total export turnover under the
General Export Incentive Scheme (GEIS).
A Department of Trade and Industry
(DTI) spokesman sald further changes to
GEIS were not envisaged. s
The DTI was ihvestigating export incen-
tives for service industries, but—these
would not fall under GEIS. (% 2. ).
Gill said small incentives for, ase
of local materials for export were usually
offset by the heavy transporf gosts. -
Local contractors hiad many advantages
over their Furopean cointerparts when
working in Africa, as they understood Afri-
can conditions and labour practices, he
added.
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DIVERSIFIED construction group Basil
Read is looking to improved profitabilty in
the year ahead after corrective measures
were taken in the wake of last year’s dis-
mal performance,

The group had to swallow a bitter pill in
reporting a break in its growth record in
the year to June 1991, chairman Leon
Dison said in his annual review.

After consistent growth since listing in
1687, Basil Read's earnings were more
than halved to 42c (96,1c) ‘a share.

Lower profits from most divisions were
compounded by abnormal losses in the
civil engineering and housing divisions.

Because of the losses and the need to
conserve cash resources, a final dividend
has not been recommended by the board
(last year 20c a share).

on corrective
‘ |

Dison said that to build up an adaquate

workload, the mining and civil engineering
_ divisions were locking at a variety of pro-
jects inside and outside SA's bovJers.

The building division, which operated at
a loss last year, had been restructured and
now had an adequate workload.

Dison expected the division to return to
profitability in the year to June 1952.

The group’s civil engineering division
had an unsatisfactory workload, but this
could be alleviated by the authorities
releasing funds for the development of
urban infrastructure and bulk services,
Dison said. ‘

The division could also be helped by the
anticipated change in government policy
on funding for road rehabilitation and con-
struction, and by tackling major infra-
structure and other projects in other Afri-
can countries.

Basil Read recently opened a civil engi-
neering office in Botswana. .

It has already been awarded.épntracts in

‘ 1)..a8 “in ST
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less than full capacity.

Dison said it was difficulf to negotiate
long-term contracts and the group was
forced continually to seek replacement
contracts in tunnelling and in underground
and open-cast mining.

He said the housing and property divi-
sions were budgeting for continued profita-
bility, while at the same time limiting their-
capital exposure. '

Dison said the waste recycling plant at
Robinson Deep, which began operations
recently, should produce a steady addition
to group profits.

Basil Read’s horrowings soared and
pushed gearing up to 100% (14,6%), but
directors said the Increase in gearing was
due mainly to a “technicality”.

If the investment in preference shares
was set off against total borrowings, the
effective gearing would be 40%, the
dirertors said. .

The share plummeted from 250c¢ to its
current low of 200c in relatively heavy

Anik M§61tll}pd;§%;@§rade after the weaker results had been

eported last month. The share peaked at

|
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VAT will not

increase clay

brick pric
Finance Staff

The introduction of VAT
will not increase clay
brick prices and in turn
will not influence prices
of building and construe-
tion work, according to
the executive director of

the Clay Brick Associa-
tion, Leon De Bnﬂ%ﬁ
He was respon to

recent claims made by the -
National Association of
Home Builders that the
cost of a new home could
increase by between 5 and

8 perce:t as.a result of

VAT.( s 2
“Preliminary ¢ -
tions on handindicate that
in most cases VAT will
not affect the price of clay
bricks.
“In fact one of the As-
sociation’s members
claims a small decrease
. in their brick prices upon
the introduction of VAT.

“Calculations indicate
that savings do occur be-
cause most brick makers
mine their own clay”.

Substitute brick prod- |
ucts such as cement brick
and blocks could increase
as a result of VAT said Mr
De Bruin.




THE deteriorating
business conditions in
the building industry
are bottoming out, ac-
cording to a survey of
the Bureau for Eco-
nomic Research at the

University of Stellen-
bosch.

The survey says condi-
tions being experienced at
present are still notimprov-
ing, but the tempo of dete-
rioration is slowing down,

" buildi

Soveben 12]9[1)

with prospects of im-
provement towards the
end of this year or the be-
ginning of 1992,

It says although com-
mentary given by mem-
bers of the architectural

THE World Bank has at-
tacked the South African
housing poticy as hope-
lessly inadequate and fuil
of inconsistencies and
counterfeits.

According to the bank,
planners have been urged
to undentake a radical re-
think about multimillion-
rand proposals on how to
tackle the massive black
housing shortage.

Present schemes may
be on the wrong track,
says a confidential report
compiled by a team of
experts senton the first of
a series of “reconnais-
sance missions’’ from the
bank to study urban de-
velopment in a post-

World Bank
housmg poI|

Sowednar

By JOSHUA
RABOROKO

iz,J

present housing sector is
highly distorted.

The vital featore of this
distortion is the spatial
segregation of different
racial groups within the
cities.

The benefits of correct-
ing this problem have im-
plications that far tran-
scend the housing sector.

It contends that the pri-
ority should be land use
and close integration of
whites and blacks and vast
improvements in the plan-
ning of new residential
zones interwoven with

11 as the ountless

hours taken in travel time
- that burdens black com-
muters who are forced to
live far from their jobs by
defunct apartheid laws.

However, the Inde-
pendent Development
Trust has confirmed that
is going ahead with its
R750-million subsidy
scheme totackle the acute
shortage of black hous-
ing, despite the bank’s
proposals.

Itsaid that the first allo-
cation from the subsidy
package was expected to
be approved within the
next few days to start the
flow of funds (o new
housing development in

profession is still gloomy,
there is a slight improve-
ment in their level of busi-
ness confidence which in-
dicates that they feel the
conditions are showing po-
tential improvement.

Quantity surveyors are
also less pessimistic with
only a smail decrease in
their level of business con-
fidence, supporting the ex-
pectation of improvements
in business conditions in
the building industry 1o-
ward next year.

According to the survey,
building costs are also in-
creasing al a much slower
tempo than during 1990
and indications are that,
excluding the effect of
VAT, the average year- on-
year percentage increase
could be below the 12 per-
cent mark.

As everyone is by now
aware, it is expected that
VAT could increase build-
ingcostsby beiweenfourto

ht at end of tunnel
ng industry

six percent.

Participantsin the indus-
try are duineon that VAT
will put mo <fedin on an

alrcady troubled industry.

All four proups of par-
ticipants in the industry
show concern for the state
of the industry, saying that
il things do not improve
soon the industry will be
severely damaged, and it
will not be able to recover
should conditions suddenly
improve.

The lack of Government
work, high interest rates
and unrealistic union de-
mands are again mentioned
as factors which contribute
to the poor state of the in-
dusiry.

Hopefully the forecasts
made by the participants in
the survey will come to
fruition and conditions in
theindustry will show signs
of improvement towards
the end of 1991 or the be-
ginning of 1992,

WIN YOURSEL
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apartheid South Africa.  shoppingcentresandbusi-  the country.
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CUTBACKS by SA’s mining com-
panies in the face of low commodity
prices and rising costs took their toll
in financial 1991 on Fraser Alexander,
the mining services, waste treatment
and construction group.

Hewever, chairman Peter Flack said he
was confident_the group's diversification
“and expansjon programmes would provide
a sound basé for improved earnings in
1992. o .

Earnings a share dropped from R165,5¢
to R124,9¢c and the year-end dividend was
cut by 15% from 46c to 89¢. Earnings at
holding company Fralex fell from 91,8¢ to
67,1c a share, while its dividend for the
year was slashed by 29% from 26c to 18,5c.

At a presentation yesterday of Fraser’s
results, Flack said that after a disastrous
first quarter in which Fraser struggled to
break even, the group doubled interim
earnings,.down 27% at R5,5m from 1990, in
the second half of the year.

Sakia]

I

MATTHEW CURTIN

-« Takeover

o4

He said the group would announce de-
tails ofya major acquisition next week,
while two others “related to the core busi-
nesses of the group” were in the pipeline,

A soiree close to Waste-Tech, a subsid-
fary of the Transport Technical Services
Industries Group and SA’s largest private
waste.mmanagement company, said yester-
day the‘company was considering a take-
over offer from Fraser.

Flack said his group’s improved per-
formance’ in’the second half of the year
refletted a change'of attitude in the mining
industry, which first panicked as the reces-
sion sef in,’then adopted strategies after it
realised the importance of maintaining
mining infrastructure and services.

The group had also won a five-year con-

e

Graphio: FIGNA KRISCH ~ Source: FRASER ALEXANDER ::I“‘x‘.'

tract to treat coal discards from *JCI's
collieries and its coal beneficiation plant in
Swansea, Wales, started in October.

These developments, revenue from coal-
mining operations and R8m Mega-Waste
sanitary landfill site serving the East Rand
RSC, will boost earnings in 1992. The new
investments pushed long-term borrowings
up from R7.6m to R24m, and gearing up
from 35% to 71% in 1991. .

Flack said' the rand’s depreciation
against the dolar in 1991 raised the.contri-
bution of overseas interests to earnings,
with a major contribution coming from its
Australian mineral services operation,

The recession and unrest in the town-
ships meant Fraser’s concrete division was
the only operation not to turn in better
resulis in the second half of the year.

Turnover rose 9% year on year-from
R215m to R233m, but pre-tax profits erum-
bled by 27%, with attributable earnings

"down by 24% from R20m to Ri6m.

Fralex,. 39% held by the Rembrandt
Group, owns 74% of Fraser Alexander.




BOB ALDWORTH: White areas also suffer in the economic crunch

%

Violence deters

housin

THE private sector has
the resources to finance a
building drive which
would make huge inroads
in the low-cost housing
backlog.

But building will continue
at a rate well below the natu-
ral increase in demand until
financial institutions have the
confidence to invest in black
housing.

It is a huge potential mar-
ket which remains a mine-
field for the unwary.

Housing Advisory Council

chairman Joop de Loor says:
“The groblem cannot be
solved by throwing money at
it. It must be attacked head-
on. A solution will need the co-
eperation of every role play-
er.” . :
Dr De Loor, former
Finance Director-General
and Auditor-General, heads a
teamn investigating a new
housing policy. The first
draft of its report will be
ready for Planning, Provin-
cial ~ Affairs and Housing
Minister Leon Wessels in two
months.

- Boycotts

. Contractors and housing
developers accuse banks and
building societies of cutting
off finance for black housing
because of.the risk of rent
and bond boycotts.

Institutions say they are
still lending, but many have
been forced to take a more
cautious line.

Company-backed meort-
gage schemes, which prom-
ised to speed up black hous-
ing, are being increasingly
threatened by heavy
retrenchments and company
closures.

Among the problems they
face are:

@ Political violence in
residential areas.

@ Bond boyeotts for politieal
aimhs. .
® Payment stoppages be-
cause of faulty construction.
® Rapidly increasing non-

12
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By IAN SMITH Khl"ll.‘

payment because of
retrenchment.

® Non-payment in protest
against high interest rates.

When borrowers are eviet-
ed for non-payment, the
house is sometimes
destroyed. More often, it can-
not be resold because the new
owner fears violence.

L]
White

Allied group managing di-
rector Bob Aldworth says:
“The situation is extremel
difficult. Not only blac
areas are affected,

“We are doing a reassess-
ment of the market, but bond
applications that stand up to
the normal comnmereial tests
are granted. Until the prob-
lems are resolved we are
forced to follow a more cau-
tious policy.”

Mr Aldworth says Allied,
which has an exposure to the
black market of more than
R1-billion, advanced R16-
million to the sector last

month.
He says the white housing
market has been hit in areas

like Welkom, affected by
mine closures.

“When a house is re-
possessed we have to employ
a security guard to ensure it
is not vandalised. T am asked
why we don't allow the
family, to remain without
bond repayments. But that
encourages neighbours not to
pay.n - .
Some companies which
have retrenched staff have
written off the 20% of the
mortgages they put up.

“But this does not help the
house buyer if he cannot find
another job."

Mr Aldworth says low-cost
housing still provides good
business in some regions.

“We have no trouble, for

" instance, in the Eastern Cape

and our experience in Natal
is good.

ot

“But the market on the
East Rand and West Rand
has been badly hit. :

“In every area we have to
weigh up the risks carefully.
We cannot put the company
in jeopardy whatever the
demand.”

Standard Bank, with an ex-
posure of about R500-million
to the black market, is pre-
paring to increase its educa-
tionai role among. first-time
buyers.

Senior general manager
Dennis Matfield says this
could help to avoid some
problems. RS

“Buyers need to low that
bad workmanship is not the
lender’s fault. They should
understand why interest has
to be paid, and that banks are
not responsible for high
interest rates.”

Affairs

Dr De Loor says financial
institutions will be able to
ﬁlay their full role when they

ave the normal protection
of the law. .

“There must be co-opera-
tion from everyone — first
and second tier government,
own affairs depariments,
local authorities, extra-par-
liamentary groups, financial
institutions, developers and
huyers. )

“Once the position is nor-
mal, there is no question that
there will be sufficient
funds.”

-~ I8
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L :
GOUGHj, Cooper has cut
house;prices ahead of the
8% rise in the cost of a
new house when VAT is
intrgduced, the company
said’in a statement.
Homes on the Bloubosrand
development near Four-
ways are now hbeing
offéred at a discount of
between_R8 000_and
R10000.{ 32
“Buyérs ha w
interest and are taking
advantage of this oppor-
- tunity,” says marketing
director Russell Glyn-
Cuihbert.
‘At::Randpark Ridge, dis-
counts-of up to "R11 000
*"have been offered. '
Packages are being tai-
. lored . to . meet buyers
nééds, with' the discount

"being used either to
subsidise the deposit or
ease repayments.

Under the present system,
there is a duty of between
1% and 3% on the pur-
ichase of land. This will
°fall away from Septem-,
bar 30, However, in place;
of the duty there willbe a
10% VAT charge.

He said VAT ‘would be '

" charged on labour and on |
‘materials. Only the

_ materials attract GST.
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Bu 'l'ﬂ‘ng plans mcrease"

THE, value of building plans
passed in the first seven months of
the' year have increased 18,6% to

.R7,010bn, Central Statistieah Ser-
*yice figures show. 5 2
" Plans for hous reased

JIil 1%, to R2,153bn and for flats
nd town houses 29.3% to
5556,2m Non-residential bulldmg
plans Were valued-at R2,175bn —
Ep 23,1% compared withJ anuary-
Tuly 1990,




AN analyms of various
building  activity in-
dicators clearly indicates
that the building indus-
try is still in a recession.

This is according o
the latest review in the
Building Indusmes Fed-
eration of South Africa’s
report on business con-
ditions in South Aftica.

The report says a fur-
ther two observations
can be made:

@®The rvate of slow-
down in activity levels
in the building industry
is petering out.

The federation says it
expects a sideways, rath-
er than a further
downward, trend for the
yeat to come; and

®Although business
conditions-are rather un-
favourable, the present
recession inithe building
industry .in- general is
markedly less severe
than the previous one of
1985/86. « .

Difficult

Bifsa members opera-

-3

that business conditions °

are-very difficult. -
Particular reference is

made to the

rates and  building
materials price inflation
are having on the affor-
dability of housing and
'thus building démand.”

rpr————

By JOSHUA
RABOROKO

" Z0Fthe market T

ting in the residential ;-2 ! }
sector continue toreport " feports adds: £'We are

impact
which the high mortgate |
: 1mprovement in business

- half of next year.

The unstable social
and political conditions
in the low-income hous-
ing market have brought
about a significant slow-
down of building ac-
tivity in this sector of -
the market.

The report says, when
viewed in conjuction
with the perceived
decline in the real value
of non-residential build-
ing completed, it is evi-
dent that building ac-
tivity levels in this sec-
tor of the market will
deteriorate further in the
short term.

that bmldlng will
increase by 10-12 per-
cent in 1991, alithough
the introduction of VAT
could result in a slightly
higher increase.

“Price of building
materials have receded
somewhat, but we
nevertheless remain con-
cerned about the con-
duct of certain building
suppliers who are in-
creasing their:prices at
an unacceptable rate.

“In instances where
those price -rises were
accompanicd by alleged
price collusion; the mat-
ter was referred to the
Competition Board and,

hopefully, quick.
T3 il

We anticipate there- g 5iive action will now
fore that tendering com- ~-qys* (aken,”” the report
petition  will remain - - cb‘ncludes’.

keen, which will un-

doubtedly have a nega- F==

tive impact on the profit |
margins of..contractors |.
and sub-contractors op- |
eratmg m this segment

Assessing the . f ; pros-
pects ahead for the over-
all building mgustry, the

still of thej oplmon that’
business conditions will
remain unfavourable un-
til the first half of 1992,
“Any reafr’mgmﬁcant ’

conditionis -can only be F
expected in the latter

“We -still--anticipate ’-




SuiplUYeEs guarantee 20% of
the loan, So far 347, of 2 000
applicants have received this
guarantee ‘
The banks pmv:de the cash
onl after the house is hujlt
the buyer takes transfer,
but the b der needs money
up front Mr Slabbert has

sz
truggles

x Governmelnlzt’sto

Ve mone cy reduce
inflation tm-lyegj the civil engi-

neering industry in trouble,
he SA Federation of Civil
ineering Contractors says
tem of construetion has
markedly and jittle
new work is on offer 1?/7/ /i
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Property Editor

THE National Association of Homebuilders is
making urgent representations to the govern-
ment to have further VAT concessions gran_ted

to the industry.

Johan Grotsius, executive director of the NAHB,
said he would be meeting Dr Theo Alant,
deputy minister of Finance and National In-
telligence Service today, to push for an exten-
sion of the six month phasing in period award-

ed to the industry recently.

e o0y the NAHB would also be secking

"

rationalisation of the phasing in formula to

make it more practical.

" Ha

“The present situation allows for dozens of per-
mutations and is causing a major headache,

particularly for sales staff.”

R LN

Concessions announced by Minister of Finance
Barend du Plessis in August include: . =

@Builders and homebuyers being given a choice
oof whether or not to pay VAT on homes stitl

~nnder construction but due for completion by
the end of the year. However, if they opt not to
charge VAT, then builders cannot claim input

tax on work done after October 31.

P

vhy o

If they go the VAT route, the tax will be levied at

.  rate of'3% on condition the work is ¢omplet-

-ed by December 81 this year and sold by that

te with builders being able to claim-an

,input credit at the full 10% rate for work done
b LA

in the last months’ of the year.

@ If-the dwelling is completed between J ariuéi'y
1.and March 31 next year and is sold by March

31 it will be taxed at 6%.

1L

Grotsius said as transfer duties still applied on
all transactions at concessionary rates “this

does not amount to much.

182

“In addition, the fragmentation of the imple-
mentation of VAT into three month periods
makes it extremely difficult to administer.

“The NAHB is advising members to send their
final claims out before the end of December
gven if finishing work still had to be complet-

W

ed,” he said.

Grotsius said they would also be seeking urggent
¢larification of the housing subsidy situation.
“We were promised that when VAT was in place
the housing subsidy scheme would he ad-

dressed

L SH

“Ttiis impérative that the first time hbmehuyer‘s
subsidy, which has a present cut-off; ppint of
R6G5.000 for both plot and dwelling, is-adjusted

upwards.

oz

“We ape making representations now tovensure
that provision is made for this in the 1992/93

Budget,” he said.

K.
N

concessions




hit Basil Starke

CAPE-based'construction Eroup Basil e Invest-
ments (BSI) yester_day reporied Static interim earnings

Maurice Phillips sajd: “Current economic condj-
tions in the con- .
struction  indyg
are such that what.
ever work is avail-
able is being ten-
dered for at
ridiculously low
margins,”

Earnings were
Mmaintained " 54
R448 000 (Ra47 gop)
or 26c a share op
the back of a small
Increase in {ypp.
over to R79m
(R75m) for the six months to June 1991, No interim
dividend wag declared,
" Phillips said the Broup wag realigning jtself to place
less emphasis o the construction industry and Increase
its involvement in Manufacturing,
' BSPs 879, held Operating arm Bagjj Starke Group
(BSG) posted a 65% Increase in earnings to R410 opp
(R248 000) or 47¢ (28¢c) a share for the period under
review, )

Turnover lifted to R79m (R75m) but Sjueezed margins
ept operating profits at last year's R2,7m level,

A R225 000 reduction in the interest iy helped boost
hottom iipe earnings, :

'BSI shares were untraded at 15¢ yesterday, just ahoye
its recent 13¢ low, BSG was untraded at 3 low of 30c.

Both shares are well below their respective net asget
values of 8gc ang 153¢ a share,

- W
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'SOUTH! Africa’s civil engi! roads and’ R400m
' dreation of serviced sites

neering industry, ham.
mered by public sector cut-
backs, is gearing up for
better things to come.

The industry says if Min-
| ister of Transport Piet Wel-
gemoed stands firm on his
recent eommitment to
spend R1lbn next year on
socio-economic projects it
should provide a mini-
boom in the industry. -

" O "that R1bn, R200m is

earmarked for secondary

P T N ' «-”f\s-i;»:%‘;h‘tn:\?' Ef-( “ )
‘Civil’ enginéers gear: up for

bett
ment %hatiat[:t preset%%vé

or the

for housing,

* Welgemoed also an-
nounced that R564m was to
be allocated to the main-
tenance of provincial roads,

According to the SA Fed-
eration of Civil Engineer-
ing Contractors (Safcec),
this is only half of what is
necessary to maintain 'the
road system, but the alloca-
tion is welcome.

Safeéc 5a¥s it has long™
been ecautioning govern-

R R T T A ;%’f‘v"{é?;ﬁ}'

of state assetsis a necessity
and delayed maintenance
of the road network, for ex-
ample, would create a pro-
gressively heavier burden
on the taxpayer,

Last year, the value of
new contracts awarded in
SA amounted to about
R3,5bn, which is about the
same as the 1989/90 year.

Safcec executive direc-
tor Kees Lagaay, however,
says after adjusting for the

er things

rise in the cost of construc-
tion, the fall in the volume
of new work Is consider-
abie.

Lagaay says he expects
the industry’s downturn to
come to an end by not later
than the first half of next
year, “although the accel-
eration of the urbanisation
process and the R660m ru-
ral roads and site services
scheme just announced
may result in the decline!
ending sooner rather than
later”.
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nTHE”recession — and
'SHEY competition for '

‘available work in the

construction industry
— hit the Bagsil Starke .
BYoup in the Six ;
months to June 30, P
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Turnover rose to \ ‘]‘! .
R78,7m (R75,2m) but operating available is bein} ¢ ndered for helping to delay r house-
come was almost unchanged ¢ ridieulously low margins,” building programmes - was
at'R2,6m. : one of the reasons for this,

& lower interest bil) of Ram 1 these circumstances, the

lvi- &roup was concentrating more "The civil engineering Indus-
e R e
able earnings of Ra10(oy nesses These are principally s o age o fr_nplney,t 12 Ig:te]i'es
CAgae000) This translaies o Premior e, e fape; and - rates and a failure to embark on
SATNIngs of 47c (280) 4 share.  shopfitters Homburg Interiors. 2 mace housing programme,

-t

Basil Starke Investments re. Phillips said Premier Wire, “The housing programme is
Ports attributabie income 3‘} which alt) one time was in diffj. being delayed because beople
R448 000 (Ra47 000) which trans-  culties, was now “making an im- do not pay, and because of vio-
lates to éarnings unchanged at portant contribution to the prof-  lence.
2,6c a share, itability of the group.”
> Operating income was R2.7m
tR28M) The interest bill was
R2,2in" (R2,3m).

Discussing the outlook for the ening away foreign investors, It
construction industry in isg sad because the potential for
general, he said:“I don’t see it growth and Prosperity is here,
. N - ”
.MD Maurice Phillips sajg yes-  picking up for a long time, s L
terday that conditions in ‘the ) . . It is a sad s:tualtxon andba lot
‘fonstruction industry were s0 Viglence — which frightened of innpcent people are being
(ltough that “Whatever work “ig” away foreign Investors and was perm}gnently damaged.__
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Shoredit lifts earnings in teeth of recession -

. ‘Finance Staffi{¢ 32-.) * ¥ changed intérim gdividend of 4c_
S S * has been-declared. ; 'Ji lion to R6,7 million.

Building and construction group Turnover ros ez :! Gla[s? . Directors say the rise in‘prof-
Shoredit boosted earnings — pigmiilion to R119 million and its was satisfactory and are
98 percent in the six months 0 perating income from forecasting a rise in turnover
June, despite depressed condi- g3 g million to R54 million. for the full year in excess of the
tions. ) ! A previobs financial year.

.Earnings per share rose from - Attributable earnings rose to The say the order books re-
10,1c to 12,9¢, from avhich an up-  ~ R1,4 million (R943000) and re- mained full at the interim stage.

tained earnings from R65mil-.
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Reducing debt

A
Little more than a year after acquiring Lu-
cem Industrial Corp, in a deal that left Ozz
carrying a large debt "burden, both profita-
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bility and cash flow have improved rapidly
and a hefty portion of the debt has been
repaid.

With the acquisition, Ozz increased the
preportion of high-margin operations con-
tributing to trading profit. Last year's 32,6%
advance in turnover saw operating income up
by 70,4%, which left pre-tax income 42%
higher after the interest biil almost quadru-
pled to R4,8m.

The effective tax rate was 46,8%, but most
of the R6,2m charge was for deferred tax, In
total, cash available from operating activi-
ties, after interest and tax, increased by
R5,3m, nearly 50% up on the 1990 year’s
figure. Interest-bearing debt was reduced by
R14m and, assuming that- borrowings will
not expand again during the current year,
there is scope for a marked drop in the
interest bill by the 1992 year-end.

No detailed breakdown of the profit con-
tributions from the various activities is given,
However, the core operations — engineering
and fixed property interests — provided
R17m ((R7.9m) of operating income and
R92,7m (R72m) of turnover, while the non-
core operations — bricks and other activities
— provided R1,3m (R2,8m) of operating
income and R21,3m (R14,0m) of turnover.
Chairman Gary Zulberg commgas L th
engineering operations producedJ an out-*
standing performance in absolute ferms and
also in improved market share, while the

= wWA :m\\on\\cx\

improving
the margins

0xx’s Zulberg . -

construction and property investment activi-
ties achieved their anticipated levels of pro-
fitabilicy,

Among the non-core activities, Capegas,
the gas production and supply division, re-
turned increased profits that exceeded bud-
get. Ozz’s remaining operational brickyard
at Nigel has been restructured with addition-
al personnel and has redefined objectives,

~

Activities: investment holding company with
core activities in foundries and specialised angi-
neering works, and in construction, develop-
ment and investment in fixed property. Non-
core operations comprise manufacture of
bricks, and production and supply of gas.
Lontrol: Diractors 42,2%.

Chairman: G Zuiberg.

Copital structure: 13,3m ords. Market capital-
isation: R39,9m.

Share market: Price: 300c. Yields: 5,7% on
dividend; 15,4% on earnings; p:e ratio, 6,5:
cover, 2,7. 12-month high, 300c: low, 122¢c.

Trading volume last quarter, 672 000 shares.
Yeur to March 31 88 ‘89 90 91

ST debt Rm) ........, 07 35 3B 039
LT dabt (Rm) ......... 006 253 253 169
Debtequity ratio ..... 04t 069 071 0,39
Shareholders’ interest 0,87 0,60 0,40 0.49
Int & leasing cover . 9,2 1.9 295 4,0
Return on cap (%} .. 3.4 3.7 103 19,8
Turnover (Rm) ........ g 9 86 114
Pre-int profit (Rm) ... 0,7 0.5 9.8 18,0
Pre-int margin (%) .. 0.8 61 114 15,8
Earnings (g} ............ 94 82 381 46,1
Dividends (c) ... 2,0 2,5 34 17,0
Net worth (c) 51,6 233 281 310

* Shares consclidated 4-for-1.

These changes, according to Zulberg, should
result in a general improvement this year.
Brickveld Brickworks division was sold for
Ri,8m, yieiding an extraordinary profit of
R646 000,

Zuiberg adds that all the group’s busi- )0

I N
nesses are operating profitably. It is intended
further to improve operational efficiencies
and to develop new products in the ambit of
existing expertise, for local and export mar-
kets. Acquisitions may also be pursued.
Growth in earnings and dividends is forecast,
though there is no indicatign%f the pace that
might be expected. ( 2 2.

At R3, the price has—climbed by about
70% from its 12-month low of 122¢, but
remains at a discount to tangible NAV.
Investments include a 50% stake in Bruma
Lake Development Trust, still being carried
in the balance sheet at R6,4m, which is
almeost certainly well below the realisable
value, While the share no longer looks cheap,
the yields are not unduly demanding. It
should still prove a worthwhile hold.

! . Andrew McNuity |

Time s -
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Scheme
bu11d1n§

THE SA home

scheme, an indemnity scheme war-
ranty which insures against building
loss or damage to structural defects,
inherent defects due to poor work-
manship, defective material, unstable
soil conditions and design defects was
launched last night.

For a 1,5% premium on the construction
contract fee, subject to a minimum premi-
um of R1 500, the warranty and insurance
backup will apply for five years from the
completion of construction, SA Home Own-
ers Warranty Scheme director Basie Pre-
torius said.

“The warranty is backed by an indepen-
dent insurance company and may be
bought by the owner of the property, that is
the developer, or the bond holder, that is
the financial institution providing the
finance, or by the builder if he is a inember
of the various Master Builders Associ-
ations (MBA) and Building Industry Asso-
ciations (BIA),” Pretorius said.

If the property is protected under the
warranty scheme, insurers will make good
any loss in accordance with the rules of the
scheme. An annual escalation of 15% in the
sum insured, compoumded over the five
years, is built into the premium.

“We believe that with the establishment
of the scheme, all fears will be something
of the past and more people will have their
homes built and will not wait for somebody
else to bnild a house and check it for

to 1nsure
of homes

P
PETER GALI.I

strueteral defects before they buy,” Pre-

torius said.

The warranty scheme is the result of
studies of overseas schemes and is de-
signed to protect the home owner, proper-
ty developer or financial institution. In
addition, the scheme will improve building
standards in SA and will create faith and

confidence in the industry.

The warranty scheme would also see the
market value of a property bui}t under this

scheme rise by about 6%.

Eligibility for the scheme has been {
restricted to members of the variousf

MBAs and BIAs to keep costs down. -

The cover was restricted to contractors
who were members of these bodies to
eliminate the need for an expensive and
complex system of monitoring workman-

ship and standards.

MBA and BIA membership was granted
only to contractors who complied with
strict criteria and who had been screened |
before admission, which reduced the need
for introducing a strict monitoring system

and inspection service, Pretorius said.

So as to give the scheme credibility and
independence, the building industry regis-
tered a Section 21 company — a company
that is not for gain. This would then over-
see the scheme’s function in accordance

with the law, he said.

_w—
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") tobold gut for anothep year
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Fowth nor decline

‘as impréved business’ cop.. - An"'public - seetor spending

. ditions' ‘'wig)’ then’ preiréil,.ﬂ;‘andja‘- ‘drop 0'a 3% rea]

Federation (Bifsa) ‘chief : sidentja], work,” he says.
economist Charles Martin, - .’I'hq fjgurqs for the indys.

“While the recession in.. 'ty as'a whole show a'real
the construetion industry is . growth of 2,6% in 1999 and
dire, it is less ‘severe thapn 0,5% in 1001

that of 1984/g5. -~ .," . b - '

“While, the.. short.tarm; . . “ Raise..

I outlook ‘g discouragiﬁg}ﬁ.':a .

South Africa can €xpectan * ' However, an upswing in
upturn in the sécond half of the second half of 1992 win
1592 and improved business rajge’ the real growth’ rate
conditions in 1993 ” he says. figure in building inyest.
A recent Bifsg analysis of . - ment to 2,1% for that Yyear,
realgrowth rate inyest. . followed by 8,89 rea]
ment ‘in- buildings hag- Erowth in 1993, rising to
shown that in the non-reg;. 10,7% in 1994, e
dent’ sector, Private’ and - In'addition, SA’s balance
public real growth rates of - of payments and for €lgn re-

12,7% and 12,5% were Serves constraints will con-

achieved in 1999, - e In the short term and
L 1 interest rates wil| remain
Martin says these will high in real termg py¢ more
drop to 319 and 2,1% for stable, Martin says.
year. =~ - . In the non-residentia
. “Reside’qt,ial develop- building sector, SA can ex-
Inent in 1990;saw Areal fall, DPect increased expenditure
) Of 7,3%. in publie Spending,’ by the state'on schools, clin-
 buta real growt, of8,8% in . jicsahd othen"sqci‘ally desir-
3
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the private sector. © able buildings.
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. “CONCOR chairman Brian Murphy has erifieizs govern-
.. ment,departments and parastatal authorities for under-
. takifig construction projects which, he says, should have
" been done’ by the, private sector, .
In his-annual review, Murphy said that with the new
, concept of commercialisation, these bodies were even
. competing in the private sector.
. He called on government to decide urgently whether
the construction industry should be allowed to lose
frained ‘human resources and_ shrink to a level;from
" which it"might not easily recover. oo
. -Coneor continued its consistent growth pattern in the
.. year to:June 1991, posting a 21% increase in earnings to
-R12,8m (R10,6m) on the back of a sall rise in turnover,
- It eased: 5e from its 220¢ high on' the JSE yesterday,
'+ Thésharé'bottomed at 85¢ almost a year ago.
j :dﬂj:fl:h'!:i‘,g‘l‘_gﬁh’s net asset value :currehtlyﬁg%nds a!t" 195¢.
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{bb) indien die eiendom voor die kennisgewings-
datum deur u as eienaar verkoop is, die naam (name)
en adres(se) van die koper(s) vergesel van die koop-
kontrak of 'n gewaarmerkte afskrif daarvan;

(cc) indien 'n gebou op die eiendom opgerig is en die
gebou onderworpe is aan 'n retensiereg ten gunste van
'n bouer uit hoofde van 'n skriftelike boukontrak, die
naam en adres van die bouaannemer, vergesel van die
boukontrak of 'n gewaarmerkte afskrif daarvan;

{dd) indien die eiendom op die kennisgewingsdatum
deur 'n deelsaaier bewerk word, die naam en adres
van die deelsaaier, vergesel van die deelsaaierskon-
trak of 'n gewaarmerkte afskrif daarvan indien dit op
skrif is, of volledige besonderhede van sodanige kon-
trak indien dit nie op skrif is nie;

{iv) u die adres verstrek waarheen verdere stukke in
verband met die onteiening aan u gepos moet word.

5. Verder word u hierby versoek om binne sestig (60)
dae vanaf gemelde datum van publikasie die titelbewys
van die betrokke onteiende eiendom of, indien dit nie in
u besit of onder u beheer is nie, die naam {name) en
adres(se) van die persoon (persone) in wie se besit of
onder wie se beheer dit is, skriftelik aan my te lewer of
te laat lewer. -

6. Die eiendom wat hierby onteien word, word deur
die Suid-Afrikaanse Ontwikkelingstrust in  besit
geneem op die datum waarop die onteiening van krag
word of op sodanige later datum as waaroor ooreen-
gekom word.

J. C. ESTERHUIZEN,

p.p. Minister van Openbare Werke en Grondsake
(Kragtens Spesiale Algemene Volmag PA55/1989
gedateer 10 Februarie 1989).

Adres: Die Direkteur-generaal van Openbare
Werke en Grondsake
Privaat Sak X65
Pretoria
» 0001,
Plek: Pretoria.

Datum van ondertekening: 23 September 1991,

(bb) if, prior to the date of notice, the property was
soid by you as the owner, the name(s) and address(es)
of the buyer(s), accompanied by the contract of pur-
chase and sale or a certified copy thereof,

{cc) if a building has been erected on the property
and such building is subject to a builder’s lien by virtue
of a written building contact, the name and address of
the building contractor, accompanied by the building
contract or a certified copy thereof;

(dd) if, on the date of notice, the property was being
farmed by a sharecopper, the name and address of
such sharecropper, accompanied by the sharecropper
contract or a certified copy thereof, if it is in writing, or
full particulars of such contract if it is not in writing;

(iv) you furnish the address to which further docu-
ments in connection with the expropriation are to be
posted {o you.

5. You are hereby further reguested to deliver or
cause to be delivered to me, within sixty {(60) days from
the said date of publication, the title deed of the expro-
priated property in question or, if it is not in your
possession or under your control, the name(s) and
address(es) in writing of the person(s) in whose pos-
session or under whose control it is.

8. The property hereby expropriated shall be taken
into possession by the South African Development
Trust on the date on which the expropriation becomes
effective or on such later date as may be agreed upon.

J. C. ESTERHUIZEN,

p.p. Minister of Public Works and Land Affaris (By
virtue of Speciai General Power of Attorney PA
55/1989, dated 10 February 1989)

Addrass: The Director-General of Public Works and
Land Affairs
Private Bag X65
Pretoria
0001.

Place: Pretoria.
Date of signature: 23 September 1991.

As getuies: As witnesses:
1. J. C. E. Bure. 1. J.C. E. Bure.
2. L. E. Velthuysen. 2. L. E. Velthuysen.
(4 Oktober 1991) {4 October 1991}
KENNISGEWING 916 VAN 1991 NOTICE 915 OF 1991
DEPARTEMENT VAN OPENBARE WERKE EN DEPARTMENT OF PUBLIC WORKS AND
GRONDSAKE LAND AFFAIRS

KENNISGEWING VAN ONTEIENING KRAGTENS
ARTIKEL 13 (1) VAN DIE ONTWIKKELINGSTRUST
EN GROND WET, 1936 (WET 18 VAN 1936),
GELEES MET ARTIKEL 12 (1) VAN DIE WET OP DIE
AFSKAFFING VAN RASGEBASEERDE GROND-
SCE)EI)_INGS, 1991 (WET 108 VAN 1991) (MET AAN-

Aan:

Die eksekuteur in die boedel van wyle Allison Nka-
bini {gebore 2 Julie 1935)

of sy erfgename of enige opvolgers in reg en titel of
enigeen wat 'n belang, soos bedoel in artikel 7 (4) van
die Onteieningswet, 1975 (Wet 63 van 1975), in onder-
vermelde eiendom het.

NOTICE OF EXPROPRIATION IN TERMS OF SEC-
TION 13 (1} OF THE DEVELOPMENT TRUST AND
LAND ACT, 1936 (ACT 18 OF 1936), READ WIiTH
SECTION 12 (1) OF THE ABOLITION OF BACIALLY
BASED LAND MATTERS ACT, 1991 (ACT 108 OF
1991) (WITH OFFER)

ror @) (&=

The executor in the estate of the iate Allison Nka-
bini (born 2 July 1935)

or his heirs or any successors in right and title or any
person who has an interest, as contemplated in section
7 (4) of the Expropriation Act, 1975 (Act 63 of 1975),1n
the undermentioned property.
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1. Geliewe kennis te neem dat 'n padserwituut, groot
ongeveer agthonderd-en-nege (809) vierkante meter,
s00s aangedui deur figuur ABCDE op die sketsplan
hieronder, oor die volgende onroerende eiendom
waarvan u die geregistreerde eienaar is, hierby krag-
tens artikel 13 (1) van die Ontwikkelingstrust en Grond
Wet, 1936 (Wet 63 van 1936}, gelees met artikel 12 (1)
van die Wet op die Afskaffing van Rasgebaseerde
Grondreélings, 1991 (Wet 108 van 1991), asook met
die Onteieningswet, 1975 (Wet 63 van 1975), ten
gunste van die breé publiek onteien word namens die
Suid-Afrikaanse Ontwikkelingstrust, welke eiendom
geleé is binne 'n gebied bedoel in artikel 10 (2) (b) van
genoemde Ontwikkelingstrust en Grond Wet, 1936:

Onderverdeling 67 van Lot 796, Edendale 775,
geleé in die administratiewe distrik Natal, groot vyf
twee twee vier (5 224) vierkante meter, gehou kragtens
Transportakte T2342/1960 gedateer 23 Maart 1960.

2. Die onteiening van die serwituut is onderworpe
aan die volgende voorwaardes:

(i) Die serwituutgebied sal vir padverbetering gebruik
word.

(i) Die Departement/Suid-Afrikaanse Ontwikkelings-
trust moet alle heinings wat deur die padserwituut
geraak word, verskuif of herstel.

(i) Die Departement/Suid-Aftikaanse Ontwikke-
lingstrust is daarop geregtig om enige ander diens,
soos pypleidings of kabels, binne die serwituutgebied
te l&, met toegangs- en deurgangsreg te alle tye vir die
doeleindes van inspeksie, onderhoud, herstel, uitbrei-
ding of rekonstruksie vir die Departement/Suid-Afri-
kaanse Ontwikkelingstrust, sy amptenare, werkne-
mers, kontrakteurs in sy diens of andere wat hy
behoorlik daartos gemagtig het.

(iv) Die Departement/Suid-Afrikaanse Ontwikke-
lingstrust is daarop geregtig om enige materiaal wat hy
tydens die konstruksie, aanlé, instandhouding of ver-
wydering van dienste uitgrawe, tydelik op die grond te
plaas wat aan die serwituutgebied grens, en die Depar-
tement/Suid-Afrikaanse Ontwikkelingstrust is voorts
geregtig op redelike toegang tot die betrokke eiendom
vir voornoemde doeleindes.

(v} Na voltooiing van die werk moet die Departe-
ment/Suid-Afrikaanse Ontwikkelingstrust op eie koste
die materiaal verwyder en die terrein in paragraaf 2 (iv)
hierbo gencem in die oorspronklike toestand herstel en
alle heinings, struike en plante wat beskadig is, herstel
of vervang.

{vi} Die Departement/Suid-Afrikaanse Ontwikke-
lingstrust is nie aanspreeklik nie vir enige liggaamlike
besering, lewensverlies of verlies van of skade aan
enigiets binne die serwituutgebied wat veroorsaak
word deur of ontstaan uit of verband hou met enigiets
wat bona fide gedoen of verrig word in die uitoefening
of verrigting van 'n bevoegdheid, werksaamheid of plig
ingevolge die regte wat kragtens die serwituutakte
en/of enige wetgewing aan die Departement/Suid- Afri-
kaanse Ontwikkelingstrust verleen 1s.

{vii} Die eienaar mag geen permanente bouwerk of
struktuur of plaveisel in die serwituutgebied oprig of 1&
nie.

{viii) Die eienaar mag geen bome of struike plant of
rotstuine of grondhope aanbring in die serwituutgebled
nie.

1. Kindly take notice that a road servitude, measur-
ing approximately eight hundred and nine (809) sguare
metres, as depicted by figure ABCDE on the sketch
plan below, over the following immovable property in
respect of which you are the registered owner, is
hereby expropriated in terms of section 13 (1) of the
Development Trust and Land Act, 1936 (Act 18 of
1936), read with section 12 (1) of the Abolition of
Racially Based Land Matters Act, 1991 (Act 108 of
1991), as well as with the Expropriation Act, 1975 (Act
63 of 1975), in favour of the general public, on behalf of
the South African Development Trust, which property is
situate within an area referred to in section 10 (2) (b) of
the said Development Trust and Land Act, 1936:

Subdivision 67 of Lot 796, Edendale 775, situate in
the Administrative District of Natal, measuring five two
two four {5 224) square metres, held by virtue of Deed
of Transfer T2342/1960 dated 23 March 1960.

2. The expropriation of the servitude is subject to the

following conditions: @J

(i) The servitude area shallbe uSed for road
improvement.

(i) The Department/South African Development
Trust shall move or repair any fences that are affected
by the road servitude.

(i} The Department/South African Development
Trust shall be entitled to do any other construction work
where necessary, such as the laying of pipes and
cables, inside the servitude area and to have access to
and through the area for purposes of inspection, main-
tenance, repair, extension or reconstruction for the
Department/South African Development Trust, its offi-
cers, its employees, contractors in its services or
others whom it duly authorises thereto.

{iv) The Department/South African Development
Trust shall be entitled to place any material excavated
during the construction, laying, maintenance or
removal of services temporarily on the land adjacent to
the servitude area, and the Department/South African
Development Trust shall furthermore have reasonable
access to the property in question for the above-men-
tioned purposes.

(v} After completion of any work the Department/
South African Development Trust shall bear the costs
of removing material and shall restore the site men-
tioned in paragraph 2 (iv) above to its original state and
shall repair or replace any fences, shrubs or plants that
have been damaged.

{vi) The Department/South African Development
Trust shail not be responsible for any physical injury,
toss of life or loss of or damage to anything inside the
servitude area that is caused by or arises from or is
connected with anything that is done bona fide in the
execution or performance of a qualified activity or duty
in terms of the rights granted to the Depariment/South
African Development Trust by virtue of the servitude
deeds and/or any legislation.

{vir) The owner may not erect any permanent build-
ing or structure or lay any paving in the servitude area.

{vmi) The owner may not plant any shrubs or trees or
create rockenes or mounds of soil in the servitude
area.
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{ix) Die eiendomsreq op pypleidings binne die serwi-
tuutgebied berus by die Departement/Suid-Afrikaanse
Ontwikkelingstrust.

{x) Die serwituutgebied moet deur middel van
bakens aangedui word, en sodanige bakens mag nie
versteur word nie.

(xi) Die Departement/Suid-Afrikaanse Ontwikke-
lingstrust is nie aanspreeklik vir enige skade aan
dienste nie, tensy sodanige skade deur ampltenare in
sy diens in die uitvoering van hulle amptelike pligte
veroorsaak is.

(xii) Die Departement/Suid-Afrikaanse Ontwikke-
lingstrust of koftrakteurs in sy diens moet uitgrawings
behoorlik opvukom insinking of erosie te voorkom.

3. Gemeide onteiening word van krag dertig (30) dae
na die datum van publikasie van hierdie kennisgewing
in die Staatskoerant, op welke datum die eiendomsreg
op genoemde serwituutgebied op die Suid-Afrikaanse
Ontwikkelingstrust oorgaan en die serwituutgebied in
besit geneem word.

4. Inevolge artikel 12 (1) (b} van gencemde
Onteieningswet word die totale bedrag van R4 646
(vierduisend seshonderd ses-en-veertig rand) hierby
aan u as vergoeding aangebied.

5. Ingevolge genoemde Onteieningswet word u aan-
dag hierby daarop gevestig dat die ver oedingsaan-
bo kraca;tens die bepalings van artikel 10 (5) van
genoemde Wet as deur u aanvaar beskou sal word
thdien u nie binne a% (8) maande (of sodanige langer
tydperk as wat die Minister bepaal} vanaf die datum
van die vergoedingsaanbod ’'n aansoek om die vas-
stelling van die vergoediri};sbedrag by 'n vergoedings-
hof of "'n afdeling van die Hooggeregshof wat jurisdiksie
het, indien nie, tensy daar voor die versiryking van
bedoelde tydperk ooreengekom is om die geskil aan-
gaande die vergoedingsbedrag aan arbitrasie te
onderwerp of om sodanige bedrag deur 'n vergoe-
dingshof te laat vastel.

6. U word hierby versocek om binne sestig (60 dae
vanaf die datum van publikasie van hierdie kennisge-
wing in die Staatskoerant aan my by die adres onder-
aan hierdie kennisgewing gemeld, 'n skriftelike ver-
klaring te lewer of te laat lewer waarin—

(i) u aandui of u die tersaaklike vergoedingsbedrag
hierin gemeld, aanneem en, indien u die bedrag nie
aanneem nie, wat die totale bedrag is wat u as ver-
goeding eis vir die serwituut wat hierby onteien word;

(ii) u die adres verstrek waarheen verdere stukke in
verband met die onteiening aan u gepos moet word.

7. Verder word u hierby versoek om binne sestig (60)
dae vanaf gemelde datum van publikasie die titelbewys
van die betrokke eiendom of, indien dit nie in u besit of
onder u beheer is nie, die naam en adres van die per-
soon in wie se besit of onder wie se beheer dit is, skrif-
telik aan my te lewer of te laat lewer.

J. C. ESTERHUIZEN,

p.p. Minister van Openbare Werke en Grondsake
(Kragtens Spesiale Algemene Volmag PA 55/1989
gedateer 10 Februarie 1989).
Adres: Die Direkteur-generaal

Werke en Grondsake
Privaat Sak X65
PRETORIA

0001.

Plek: Pretoria.
Datum van ondertekening: 23 September 1991.

As getuies:

1. J. C.E. Bure.

2. L. E. Velthuysen.
{4 Okiober 1991)

van Openbare

(ix} The property rights to pipelines within the servi-
tude area shall vest in the Department/South African
Development Trust, 212

(x) The servitude area mus arl eacons
and such beacons may not be disturbed in any way.

(xiy The Department/South African Development
Trust shall not be responsible for any damage to ser-
vices except when such damage is caused by officers
in its service in the execution of their official duties.

{xii) The Department/South African Development
Trust or contractors in its service shall fill up excava-
tions propetly to prevent subsidence or erosion.

3. The said expropriation shall become effective and
the servitude area shall be taken into possession thirty
{30) days after the date of publication of this notice in
the Gazefte, on which date the ownership of the said
servitude area shall vest in the South African Devel-
opment Trust.

4. In terms of section 12 (1) (b) of the said Expropria-
tion Act the total amount of R4 646 (four thousand six
hundred and forty-six rand} is hereby offered to you as
compensation.

5. In terms of the said Expropriation Act your atten-
tion is hereby invited to the fact that the offer of com-
pensation shall, in terms of section 10 (5) of the said
Act, be deemed to have been accepted by you if you
do not, within eight (8) months (or such longer period
as the Minister may allow) from the date of the offer of
compensation, apply to a compensation court or a divi-
sion of the Supreme Court having jurisdiction for the
determination of the amount of compensation, unless,
prior to the expiry of the said period, it has been agreed
to submit to arbitration the dispute regarding the
amount of compensation or to have such amount
determined by a compensation court.

6. You are hereby requested to deliver or cause to
be delivered to me at the address stated at the end of
this notice, within sixty (60) days from the date of publi-
cation of this notice in the Gazette, a written statement
in which—

(i) you indicate whether you accept the amount of
compensation in guestion stated herein and, should
you not accept it, what total amount you claim as com-
pensation for the servitude hereby expropriated;

(i) you fumnish the address to which further docu-
ments in connection with the expropriation are to be
posted to you.

7. You are further requested to deliver or cause to be
delivered to me, within sixty (60) days from the said
date of publication, the title deed of the property con-
cerned or, if this is not in possession or under your
control, written particulars of the name and address of
:hei ;t)gerson in whose possession or under whose con-
rol itis.

J. C. ESTERHUIZEN,

p.p. Minister of Public Works and Land Affairs @X
virtue of Special General Power of Attorney
55/1989 dated 10 February 1989).

Address: The Director-General of Public Works and
Land Affairs
Private Bag X65
PRETOR!
0001.
Place: Pretoria.

Date of signature: 23 September 1991,
As witnesses:

1.J. C. E. Bure.

2. L. E. Velthuysen.
(4 October 1991)
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KENNISGEWING 917 VAN 1991

DEPARTEMENT VAN OPENBARE WERKE EN
GRONDSAKE

KENNISGEWING VAN ONTEIENING KRAGTENS
ARTIKEL 13 (1) VAN DIE ONTWIKKELINGSTRUST
EN GROND WET, 1936 (WET 18 VAN 1936),
GELEES MET ARTIKEL 12 (1) VAN DIE WET OP DIE
AFSKAFFING VAN RASGEBASEERDE GROND-
REELINGS 1991, (WET 108 VAN 1991) (MET AAN-
BOD)

Aan: . =

Simunge Mbambo ka Mishopo of Chief Mandhia-
kayise ook bekend as Simunge Mbambo (geboor-
tedatum onbekend)

of sy eksekuteur of enige opvoigers in reg en titel of
enigeen wat 'n belang, soos bedoel in artikel 7 (4) van
die Onteieningswet, 1975 (Wet 63 van 1975), in onder-
vermelde eiendom het.

1. Geliewe kennis te neem dat 'n padserwituut, groot
ongeveer drichonderd-en-agt (308} vierkante meter,
soos aangedui deur figuur ABCDE op die sketsplan
hieronder, oor die volgende onroerende eiendom
waarvan u die geregistreerde eienaar is, hierby krag-
tens artikel 13 (1) van die Ontwikkelingstrust en Grond
Wet, 1936 (Wet 18 van 1936), gelees met artikel 12 (1)
van die Wet op die Afskaffing van Rasgebaseerde
Grondreélings, 1991 (Wet 108 van 1991), asook met
die Onteieningswet, 1975 {(Wet 63 van 1975), ten
gunste van die breé publiek onteien word namens die
Suid-Afrikaanse Ontwikkelingstrust, welke eiendom
geleé is binne 'n gebied bedoel in artikel 10 (2) (b) van
genoemde Ontwikkelingstrust en Grond Wet, 1936:

Onderverdeling 69 ('n onderverdeling van 10} van
die plaas Groeneberg 844 geleé in die administratiewe
distrik Natal, groot twee komma sewe vyf een vier
(2,7514) hektaar, deur u gehou kragtens Transportakte
T3027/1920 gedateer 28 Junie 1920.

2. Die onteiening van die serwituut is onderworpe
aan die volgende voorwaardes:

{i) Die serwituutgebied sal vir padverbetering gebruik
word.

(i) Die Departement/Suid-Afrikaanse Ontwikkelings-
trust moet alle heinings wat deur die padserwituut
geraak word, verskuif of herstel.

(i) Die Departement/Suid-Afrikaanse Ontwikke-
lingstrust is daarop geregtig om enige ander diens,
s00s pypleidings of kabels, binne die serwituutgebied
te |&, met toegangs- en deurgangsreg te alle tye vir die
doeleindes van inspeksie, onderhoud, herstel, uitbrei-
ding of rekonstruksie vir die Departement/Suid-Afri-
kaanse Ontwikkelingstrust, sy amptenare, werk-
nemers, kontrakteurs in sy diens of andere wat hy
behoorlik daartoe gemagtig het.

{iv) Die Departement/Suid-Afrikaanse Oniwikke-
lingstrust is daarop geregtig om enige materiaal wat hy
tydens die konstruksie, aanlé, instandhouding of ver-
wydering van dienste uitgrawe, tydelik op die grond te
plaas wat aan die serwituutgebied grens, en die Depar-
tement/Suid-Afrikaanse Ontwikkelingstrust is vooris
geregtig op redelike toegang tot die betrokke eiendom
vir voornoemde doeleindes.

NOTICE 917 OF 1991
DEPARTMENT OF PUBLIC WORKS AND
LAND AFFAIRS 32

NOTICE OF EXPROPRIATION IN TERMS OF SEC-
TION 13 (1) OF THE DEVELOPMENT TRUST AND
LAND ACT, 1936 (ACT 18 OF 1936), READ WITH
SECTION 12 (1) OF THE ABOLITION OF RACIALLY
BASED LAND MATTERS ACT, 1991 (ACT 108 OF
1991) (WITH OFFER)

Simunge Mbambo ka Mishopo or Chief Mandhla-
kayise also known as Simunge Mbambo (date of
birth unknown)

or his executor or any successors in right and title or
any person who has an interest, as contemplated in
section 7 {4) of the Expropriation Act, 1975 (Act 63 of
1975), in the undermentioned property.

1. Kindly take notice that a road servitude, measur-
ing approximately three hundred and eight (308)
square metres, as depicted by figure ABCDE on the
sketch plan below, over the following immovable
property in respect of which you are the registered
owner, is hereby expropriated in terms of section 13 (1)
of the Development Trust and Land Act, 1936 (Act 18
of 1936), read with section 12 (1) of the Abolition of
Racially Based Land Matters Act, 1991 (Act 108 of
1991), as well as with the Expropriation Act, 1975 (Act
63 of 1975), in favour of the general public, on behalf of
the South African Development Trust, which property is
situated within an area referred to in section 10 (2) (b)
of the said Development Trust and Land Act, 1936:

Subdivision 69 (a subdivision of 10} of the farm
Groeneberg 844, situate in the Administrative District
of Natal, in extent two comma seven five one four
(2.7514) hectares, held by virtue of Deed of Transfer
T3027/1920 dated 28 June 1920.

2. The expropriation of the servitude is subject to the
following conditions:

{iy The servitude area shall be used for road
improvement.

(i) The Department/South African Development
Trust shall move or repair any fences that are affected
by the road servitude.

(i) The Department/South African Development
Trust shall be entitled to do any other construction work
where necessary, such as the laying of pipes and
cables, inside the servitude area and to have access to
and through the area for purposes of inspection, main-
tenance, repair, extension or reconstruction for the
Department/South African Development Trust, its offi-
cers, employees, contractors in its service or others
whom it duly authorises thereto.

(iv) The Department/South African Development
Trust shall be entitled to place any material excavated
during the construction, laying, maintenance or
removal of services temporarily on the land adjacent to
the servitude area, and the Department/South African
Development Trust shall furthermore have reasonable
access to the property in question for the above-men-
tioned purposes.
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(v} Na voltooiing van die werk moet die Departe-
ment/Suid-Afrikaanse Ontwikkelingstrust op eie koste
die materiaal verwyder en die terrein in paragraaf 2 (iv)
hierbo genoem in die oorspronklike toestand herstel en
aile heinings, struike en plante wat beskadig is, herstel
of vervang.

{vit Die Departement/Suid-Afrikaanse Ontwikke-
lingstrust is nie aanspreeklik nie vir enige liggaamlike
besering, lewensverlies of verlies van of skade van
enigiets binne die serwituutgebied wat veroorsaak
word deur of ontstaan uit of verband hou met enigiets
wat bona fide gedoen of verrig word in die uitoefening
of verrigting van 'n bevoegdheid, werksaamheid of plig
ingevolge die regte wat kragtens die serwituutakte
en/of enige wetgewing aan die Departement/Suid-Afri-
kaanse Ontwikkelingstrust verleen is.

{vii) Die eienaar mag geen permanente bhouwerk of
struktuur of plaveisel in die serwituutgebied oprig of &
nie.

{vii{) Die eienaar, mag geen bome of struke plant of
rotstuine of grondhope aanbring in die serwituutgebied
nie.

{ix) Die eiendomsreg op pypieidings binne die serwi-
tuutgebied berus by die Departement/Suid-Afrikaanse
Ontwikkelingstrust.

(x) Die serwituutgebied moet deur middel van
bakens aangedui word, en sodanige bakens mag nie
versteur word nie.

(xi) Die Departement/Suid-Afrikaanse Ontwikke-
lingstrust is nie aanspreeklik vir enige skade aan
dienste nie, tensy sodanige skade deur amptenare in
sy diens in die uitvoering van hulle amptelike pligte
veroorsaak is,

(xii) Die Departement/Suid-Afrikaanse Ontwikke-
lingstrust of kontrakteurs in sy diens moet uitgrawings
behooriik opvul om insinking of erosie te voorkom.

3. Gemelde onteiening word van krag dertig (30) dae
na die datum van publikasie van hierdie kennisgewing
in die Staatskoerant, op welke datum die eiendomsreg
op genoemde serwituutgebied op die Suid-Afrikaanse
Ontwikkelingstrust corgaan en die serwituutgebied in
besit geneem word.

4. ingevolge ariikel 12 (1) (b) van genoemde
Onteieningswet word die totale bedrag van R280
{tweehonderd-en-tagtig rand) hierby aan u as vergoe-
ding aangebied.

5. Ingevolge genoemde Onteieningswet word u aan-
dag hierby daarop gevestig dat die vergoedingsaan-
bod kragtens die bepalings van artikel 10 (5) van
genoemde Wet as deur u aanvaar beskou sal word
indien u nie binne agt (8) maande (of sodanige ianger
tydperk as wat die Minister bepaal) vanaf die datum
van die vergoedingsaanbod 'n aansoek om die vas-
steling van die vergoedingsbedrag by 'n vergoe-
dingshof of 'n afdeling van die Hooggeregshof wat
jurisdiksie het, indien nie, tensy daar voor die versiry-
king van bedoelde tydperk ocoreengekom is om die
geskil aangaande die vergoedingsbedrag aan arbitra-
sie te onderwerp of om sodanige bedrag deur 'n ver-
goedingshof te laat vasstel,

(v) After completion of any work the Department/
South African Development Trust shall bear the costs
of removing material and shall restore the site men-
tioned in paragraph 2 (iv) above to its original state and
shall repair or replace any fences, shrubs or plants that
have been damaged.

22

{vi) The Depaﬂmen% African Development
Trust shall nct be responsible for any physical injury,
loss of life or loss of or damage to anything inside the
servitude area that is caused by or arises from or is
connected with anything that is done bona fide in the
execution or performance of a qualified activity or duty
in terms of the rights granted to the Department/South
African Development Trust by virtue of the servitude
deeds and/or any legislation.

{vii} The owner may not erect any permanent build-
ing or structure or lay any paving in the servitude area.

(viii) The owner may not plant any shrubs or trees or
create rockeries or mounds of soil in the servitude
area.

{ix) The property rights to pipelines within the servi-
tude area shall vest in the Department/South African
Development Trust,

(x) The servitude area must be marked by beacons
and such beacons may not be disturbed in any way.

(xi} The Deparment/South African Development
Trust shall not be responsible for any damage to ser-
vices except when such damage is caused by officers
in its service in the execution of their official duties.

(xii) The Department/Scuth African Development
Trust or contractors in its service shall fill up excava-
tions properly to prevent subsidence or erosion.

3. The said expropriation shall become effective and
the servitude area shall be taken into possession thirty
(30) days after the date of publication of this notice in
the Gazette, on which date the ownership of the said
servitude area shali vest in the South African Develop-
ment Trust.

4. In terms of section 12 (1) (b) of the said Expropri-
ation Act the total amount of R280 (two hundred and
eighty rand) is hereby offered to you as compensation.

5. In terms of the said Expropriation Act your atten-
tion is hereby invited to the fact that the offer of com-
pensation shall, in terms of section 10 (5) of the said
Act, be deemed to have been accepted by you if you
do not, within eight (8) months {(or such longer period
as the Minister may allow) from the date of the offer of
compensation, apply to a compensation court or a divi-
sion of the Supreme Court having jurisdiction for the
determination of the amount of compensation, unless,
prior to the expiry of the said period, it has been agreed
to submit to arbitration the dispute regarding the
amount of compensation or to have such amount
determined by a compensation coutt.
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6. U word hierby versoek om binne sestig (60) dae
vanaf die datum van publikasie van hierdie kennisge-
wing in die Staatskoerant aan my by die adres onder-
aan hierdie kennisgewing gemeld, 'n skriftelike verkla-
ring te lewer of te laat lewer waarin—

{i} u aandui of u die tersaaklike vergoedingsbedrag
hierin gemeld, aanneem en, indien u die bedrag nie
aanneem nie, wat die totale bedrag is wat u as ver-
goeding eis vir die serwituut wat hierby onteien word:

(i) u die adres verstrek waarheen verdere stukke in
verband met die onteiening aan u gepos moet word.

7. Verder word u hierby versoek om binne sestig (60)
dae vanaf gemelde datum van publikasie die titelbewys
van die betrokKe éiendom of, indien dit nie in u besit of
onder u beheer is nie, die naam en adres van die per-
soon in wie se besit of onder wie se beheer dit is, skrif-
telik aan my te lewer of te laat lewer.

J. C. ESTERHUIZEN,

p.p. Minister van Openbare Werke en Grondsake
(Kragtens Spesiale Algemene Volmag PA55/1989
gedateer 10 Februarie 1989).

Adres: Die Direkteur-generaal van Openbare Werke
en Grondsake
Privaat Sak X65
PRETORIA
gco1.

Plek: Pretoria.

Datum van ondertekening: 23 September 1991,
As getuies:

1. J.C. E. Bure.

2. L. E. Velthuysen.

6. You are hereby requested to deliver or cause to
be delivered to me at the address stated at the end of
this notice, within sixty (60) days from the date of publi-
cation of this notice in the Gazette, a written statement
in which— T

{i) you indicate whether yoiraccépt-the amount of
compensation in question stated herein and, should
you not accept it, what total amount you claim as com-
pensation for the servitude hereby expropriated:

(i) you furnish the address to which further docu-
ments in connection with the expropriation are to be
posted to you.

7. You are further requested to deliver or cause to be
delivered to me, within sixty (60 daﬁs from the said
date of publication, the title deed of the property con-
cerned or, if this is not in your possession or under your
control, written particuiars of the name and address of
Ehr-,; }t)garson in whose possession or under whose con-

rol itis.

J. C. ESTERHUIZEN,

p.p. Minister of Public Works and Land Affairs (By vir-
tue of Special General Power of Attorney PA55/1989
dated 10 February 1989).

Address: The Director-General of Public Works and
Land Affairs
Private Bag X65
PRETORI
0001.

Place: Pretoria.

Date of signature: 23 September 1991.

As witnesses:
1. J.C.E. Bure.

2. L. E. Velthuysen.
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t cartel

IF THE ancient Egyptians had it, their
pyramidi}vpgld have been bigger; if the
Chinese liad it their Great Wall would
have been even more vigible from space;

- and if the Greeks had it the Venus de Milo
would probably still have arms.

The produet is cement and, in our modern,
iirban-based society, it is the product that binds
our “concrete jungles” together. It is as essen-
tial to conerete, the prime building component
in most of our buildings, as flour is to bread.

Cement is a relatively low-value, high-vol-
ume product, its price radically affected by
transport costs. And because its main ingredi-
ent is limestone producers have to be where the
limestone deposits are. In 84 the big limestone
deposits are in the Western Trangvaal — gener-
ally a fair distance from the main markets,

Because of that and the high capital outlay
associated with cement plant construction,
8A's three producers, Pretoria Portland
Cement (PPC), Anglo-Alpha, and Blue Circle,
have been granted leave to operate in a collu-

' sive environment.

: Cartel

*  This arfangement, sanctioned by the Com-
+ petition Board in August 1988 (but currently
* under review), has largely allowed these com-
» panies to offset the effects of weak demand in
the markets they serve.
*  Cartél members, of course, are not totally
shielded, and uniformiy complain of reduced
- sales, They are currently operating at about
* 60% of total yearly capacity of about 12,3-
- million tons, Sales have not been near 80% of
- capacity since about 1982, when cement de-
= mand 'jumped 40% in two years on buoyant
capital spending.
But sales have slumped since, and members
~ say there are no plans to increase production
facilities at least until the beginning of next
< century. PPC, which commissioned the R250m
* Dwaalbcom cement plant in 1986, has since
? mothballed it.
- The Dwaalboom plant is capable of produc-
ing 650 000 tons of cement a year, about 13% of

Pros and cops, of ceme

/" BRENT VON MELVIEEE—"

PPC’s 5,2-million-ton total capacity. PPC rep-
resents about 45% of SA’s market, followed by
Anglo-Alpha with 35%, and Blue Circle with
20%. Market share is maintained at those lev-
els by agreement.

The current year does not look rosy, as the
civil engineering and construction industries
continue to slump. Latest figures from the 8A
Cement Producer’s Association (Sacpa) indi-
cate cement sales at 4,9-million tons to August,
compated to 52-million tons during the first
eight months of last year. On a moving annual
total this indicates that sales will be about 4%
down from last year’s 7,8-million tons.

However, a market analyst says the three
producers have averaged about 10% compound
earnings growth during the past decade, and
investors are taking the longer-term view that
demand for black housing and informal sector
building is bound to pick up.

The three producers show an average his-
torical price to earnings ratio of almost 12
times. This compares with ratings of construc-
tion companies such a8 Concor (3,9 times),
Group 5 (3,4 times), and LTA (4,5 times).

The cartel situation has enabled the three
groups to maximise supply efficiencies and to
keep pricing at a level which tompares well
with prices ahroad, although the latter point is
argued by crifics.

Critics also say the industry enjoys special
legislation, and point to a recent case where the
cartel managed to squash attempts by a Span-
ish company to import cement through Natal
several years ago.

Sacpa says the local industry wants protec-
tion against cement being “dumped” in SA at
prices below those ruling in the countries of
origin, and that it has no objection to fair
competition from foreign producers.

In relation to international prices, SA is still
one of the lowest-cost producers. Swiss-based
Holderbank figures show that at the end of 1990
bulk prices of SA cement were at $48,17 a ton,
compared with $113,86 in New Zealand, $72,62
in Canada, and $36,65 in Lebanon.

g

positien’ to the cartel grew more
pitched recently the Competition Board has
reopened its investigations.

Arguments justifying the exemption include
the fact that there are essentially no barriers to
entry into the market, substitute building pro-
ducts provide competition, and the local mar-
ket is open to competition from international
producers.

Sacpa says the best way of minimising the
inflationary effects of transport on the cost of
cement is through the cartel. Deliveries are
optimised through a computerised transporta-
tion model, avoiding expensive cross haulage.

The main argument is the capital intensive
nature of the business. Anglo-Alpha MD Johan
Pretorius points out that a new economically
sized kiln will now cost at least R500m.

Critics such as Concor Technicrete's MD Pe-
ter Michau say that any business involves risk,
and if one is not prepared to take that risk one
should not enter the market.

Alternative

-~

As for substitute building products, the most
commonly used in SA is steel, mostly in so-
called “fast track” construction of warehouses,
bridges and some commercial buildings. Glass
cladding, brick and mortar housing and timber-
frame housing are other examples.

More specifie to roads and piping, alterna-
tive building materials include blacktop bitu-
men, PVC and bitumen pitch pipes.

SA Federation of Civil Engineering Contrac-
tors {Safcec) CE Kees Lagaay says asphalt
highways cost less to build than concrete ones,
but their lifespans are shorter.

Portland Cement Institute executive direc-
tor Graham Grieve says cement represents
between 7% and 10% of total costs of engi-
neered structures such as bridges, roads, and
cooling towers. Those costs are reduced in the
case of typical multistory commercial build-
ings to about 2%, and, according to Building
Industry Federation of SA figures, amount to
Bbout 6% to 8% of the total materials cost of
residential buildings.
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Murray & Roberts to focus on exports

WITH SA; companies finding more favour
worldwide, diversified industrial group
Murray ‘& Roberts (M & R) has taken a
major strategic decision to focus its busi-
nesses on exports, with particular empha-
sis on southern Africa.

M & R CE Dave Brink said the improved
political elimate and elimination of sanc-
tions augured well for the gronp’s activi-
ties in SA. He says additional opportunities
would be provided by the increasing access
to African and First World economies.

In his annual review, Brink says the
Sankorp-controtled group will be concen-
trating specifically on developing its busi-
nesses in_sub-Saharan Africa. Future
growth will’ be organic, from grass reots
projects and from further acquisitions.

With that'in'mind, the group has budget-
| ed for a relatively high capex, level of
R200m for the current financial yéar, com-
pared with R150m expended during the

| BRENT VON MELVILLE _ |

1991 financial year. ( 52-)
Brink warns, however, 92 will

likely be disappointing, although real
growth in turnover and profits should be
achieved again in the 1993 and 1994 finan-
cial years,

Jew L
He forecasts a delline ih attributable
earnings of about 10% for the coming year.

Brink says the Construction, Engineer-
ing and Properties operating groups are in
the downward phase of their business eycle
with gross domestic fixed investment
growth remaining negative and few major
new projects in prospect for the 1992 finan-
cial year.

“There is little sign of the long-awalted
economic upswing, the early stages of
which would help our Industrial and Sup-
pliers & Services operating groups.”

—
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PRIVATE-
SUBSID
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PRIVA&-\sector cotistrue-

tion companies are accusing
the Independent Develop-
ment Trust of bias toward
the public sector for the
R750-million: capital subsidy
scheme to develop 100000
housing sites. ..
- Group 5 chairman Peter
Clogg says private-sector ap-
ﬁlications» were more than
750-million in value, most
of which were turned down.
* “Mr Clogg says the regional
services councils and the pro-
vincial administrations were
given preference, though
they would probably have to
tender to private companies
anyway to do_the job. .

ot

.+ Costs

1}‘

»He says chamnelling work
through such state bedies can
ineur unnecessary egtra
costs,
rMr Clogg says the IDT
£ould have saved a lot of time
by buildicg on sites that the
private sector has already
developed, but were not able
to-sell. Instead it s going to
th‘(egstrouble of developing new
sites. w_o
- Stocks and Stocks chair-

-

man Reg Edwards says the

SECTO)
IES MOA

"because profitability is limi- |

.. Mr Ridley says 404 appli- |

B3 T a0

By DIRK TIEMANN

Bgvate sector has so far not
n given any business by
the IDT. K
* But IDT executive director
Michael Ridley says private
companies have no reason to
complain because they stand
to pet R300-million of civil
work out of the R750-mitlion
site-development scheme. i
He says the private sector |
has not shown much interest
in tendering for the scheme

ted in relation to the risks
involved. o
cations were received for the
R750-million, hut only 11% |
was from the private seetor,
and 9% of this amount was
approved. " -
ublic authorities will
handle 37% of the {otal busi-
ness, community trusts 34% |
and utility eompanies 20%. |
Mr Ridley says: “We will
neither favour nor disfavour ’
ublic companies in any way.
ertain limited urgent con-
tractual appointments were 4
made by bodies funded by the
IDT in the past, but fe
were confined to emergen-
cies only.” iop

d
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GRINAKER HOLDINGS

£ 0o\t

Relying more

@)

on elecironics

GRINAKER
Activities: Operates in construction, electronics
and computers.
Confrol: Anglovaal Industries 51%,
Chairman: J C Robbertze; MD: A N Saulez.
Capital siructare: 35m ords. Market capitalisa-
tion: R306m.
Share murket: Price: 875¢c. Yields: 3,9% on
dividend; 12,4% on earnings; p:e ratio, 8,0;
cover, 3,2, 12-month high, 1 050c¢; low, 850c.

Trading volume last quarter, 87 000 shares.
Year to June ‘88 39 W ‘H

ST debt (Rm) ......... 20,7 309 233 43,5
LT debt (Rm} ......... 28 9.7 208 15,2
Debt:equity ratio ..... — 003 — —_—
Sharehoiders’ interest 0,43 038 0,38 0,35
Int & faasing cover . 14,7 9.0 75 12,1
Return on cap (%) .. 15,8 154 184 152
Turnover {Rbn} ....... 0,89 1,22 194 208
Pre-int profit (Rm) ... 72 41 153 125
Pre-int margin {%) .. 8,1 75 78 6,1
Earnings (¢} ..coooeeee. 71,4 106,8 143,9 1087
Dividends {¢} ... 22 30 a8 34
Net worth {€) ......... 423 479 545 476
GRINTEK

Activitiess Manufactures and distributes radio
cormmunications, specialist electronic products
and computer products.

Control: Grinaker Holdings 67,6%; Anglovaal
has ultimate control,

Chairman: A N Saulez.

Capital structure: 193m ords. Market capital-
isation: R291m.

Share market: Price: 125¢. Yields: 4,3% on
dividend: 11,9% on earnings; p:e ratio, 8,4;
cover, 2,8. 12-month high, 2560¢; low, 110c.
Trading volume last quarter, 9156 000 shares.
Yeur to June 90t ‘N

ST debt {RM) ooinniviiinnninnnns 4.4 13,7
LT debt (Rm} ..... .- 1,8 1.4
Debt:equity ratio ...... — —
Shareholders’ interest : 0,40 0,41
Int & leasing cover ............ 10,7 18.1
Return on capital (%) ...c..... 15,6* 17,6
Turnover [BmM} .eeeniiieecaiins 1031 1076
Pre-int profit (RM) .eeovveeeenns 120,1 84,9
Pre-int margin (%} .... 9.8 6,5
Earnings {C) .eevnerniens 23,9% 14.9
Dwidends () ..... 4,7* 5.4
Net worth {8} .oovrvvvenaiininen, 72,0 69,9
t Eighteen months to June 1990.

* Annualised.

Elecironics and construction may make
strange bedfellows but in the 1991 financial
year — and so far during the current year —
their peformances have been counterbal-
ancing each other.

It was the turn of electronics to suffer last
year, partly because of major cutbacks in
defence contracts. This year the cutbacks in
road building are only just affecting Grin-
aker Construction while electronics looks set
to recover.

Construction had a strong year, with at-
tributable earnings up by a quarter. The
reinforcing, piling and quarry divisions all

... roads
will have to be built

performed ahead of budget and the bulding,
civils and engineering projects were on bud-
get. Concrete and property performed below
expectations. Among the highlights of the
year was the building of Shell Ultra City
between Johannesburg and Pretoria in a re-
cord four months. Grinaker was awarded
five infrastructure contracts for Sasol’s Sy-
ferfontein colliery, worth more than R50m,
and an R82m contract at Sun City’s Lost
City project.

There was considerable activity in neigh-
bouring territories where lower tax rates
apply; Grinaker Construction's effective tax
rate fell from 47,3% to 40,9%.

Group MD Jack Saulez says government
contracts for new roads and railways have
aimost disappeared, He adds it’s the first
time that the cutback has been this drastic
and there is a view that the road system is
adequate, and there are other priorities, but
it will not take long before roads will have to
be renewed.

Grinaker has severely curtailed its low-
cost housing activities and there was an R8m
extraordinary loss on discontinued oper-
ations. It will keep a foothold in this market,

g:%t}s Grinaker Holdings
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which could be expanded when prospects
improve, but Saulez says that any upturn in
contracts now will not have a material effect
on the 1992 financial year.

Grinaker Electronics suffered from un-
foreseen cutbacks by major clients in de-
fence. This work offered better margins than
the civilian work, so earnings fell by 47% to
R12m. Prospects for the year are better,
thanks to orders from Transtel for radio
trunking systems, and from the SABC for
FM radio antennae. Export opportunitics are
improving. The group has entered the com-
mercial security market through the Nay-
bor-Call range of products to be launched
before the end of calendar 1991.

Siltek (see separate report) went through
a major rationalisation programme, which
brought about an extraordinary loss of
R24m. Attributable earnings fell by 31% to
R28m. But its earnings have less effect on
Grinaker Holdings than the construction in-
terests. Less than 47% of earnings are at-
tributable to the top Grinaker company.

The electronics interests are in two-thirds
held Grintek, which in turn holds 63% of
listed Siltek and 94% of unlisted Grinaker
Electronics. Grintek was created in Novem-

Grintek
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ber 1989 from the Mooi River Textiles cash
shell, after Anglovaal Industries delisted the
textile company.

All the companies are ungeared. The
Grinaker Holdings cash balance increased
from R55m to R67m. Grintek’s cash re-
sources feli by R20m to R38m, but they still
comfortably exceed borrowings. Saulez,
however, says there will be no change to
dividend policy, which is designed to smooth
out fluctuations, provided cash resources are

-adequate. Despite a 24% reduction in Grin-

aker Holdings’ EPS, dividends fell by 11%.

Grintek’s earnings were almost static on
an annualised basis and by the same measure
the dividend grew. Grintek has better imme-
diate prospects than the group as a whole,
and the gap is widening between Grintek and
Grinaker. The Grinaker share has slipped to
a pe of 7,8, while Grintek now stands on 8,4.
As Grinaker’s dividend cover is higher it has

a more demanding dividend yield v_o\f 4%, £ >

compared with 4,3% for Grintek. The shares
are unlikely to make spectacular gains in the
short term but the disciplines and financial
strengths are strong. Grinaker and Grintek
offer good long-term prospects. Stephen Cranston |,
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Buildin:

VAT would add about 4% to
 building costs and would
result in a 16% hike in
building costs for the year,
the Bureau for Economic
Research (BER) said on
Friday in its latest survey
on the building industry.
This was well ahove pre-
liminary estimates of be-
low 12% increases for the
year, and followed “sur-
prising” increases in the
Building Cost Index in the
first half of the year.
The index soared by 14%
quarter-on-quarter in the
 first quarter and 14,8% in
the second. Costs were ex-
pected to rise by about
12,5% in the third quarter,
the Asurvey said.
.VAT would also push up
prlces in 'previously GST-
.exempt building mdustry

||,1\1l‘

g costs ,Jn

snnﬂonf' woon/

services, specifically achl-
, técture and quantity sur-
veying, it said.

Building contractors and
sub-contractors were also
concerned because they
would now have to charge
VAT on the labour compo-
nent of their service,

While the building indus-
try was still experiencing
difficult conditions, the sur-
vey results indicated slight
improvements during the
third quarter.

In addition, expectations
in the industry were that
conditions would get slight-
ly better during the fourth
quarter of the year and ear-
ly next year:-.

Regidential sector build-
inig contractors and sub-

contractors fared beiter
than the other groups dur-
ing the third quarter.

This could have been a
resuit of homeowners im-
proving existing homes
rather than building new
ones, it said.

Architects expected busi-
ness conditions to remain
more or less the same in the
last quarter of the year as
those experienced in the
third quarter.

The BER reported archi-
tects were too optimistic
about conditions in the
third quarter and generally

ay rise by

h
\,_!

condm were poorer
than anticipated.

ing the third quarter were‘
better than expected forig
quantity surveyors.

Expectations were thath
conditions for quantlty 111 ol
veyors would improve it A,
the fourth quarter.

Political factors, labom;
unrest and high interest-
rates were were causing
some concern.

The industry also ex- I
pressed concern about the

trained workers.

I
loss of skilled artisans and '
i
l

ﬂ.r i
"-I'.}

Business condifions dur- —
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By MAGGIE ROWLEY
Deputy Business Editor

VAT SHOULD reduce
non-residential build-
ing costs by between 5%
and 6%, says Erwin
Rode, editor of The
Rode Report.

In the GST era, says
Rode, building materi-
als and plant and equip-
ment, which constituted
on average 50% of build-
ing costs, were subject
to 13% GST.

“Under the VAT sys-
tem, the 13% is stripped
away, effectively reduc-
ing building costs by
about 5% to 6%.

“¥While labour now be-
comes subject to VAT,
at 10% as long as the
seller or buyer is a ven-
dor, which is usually the
case in non-residential
buildings, then they can
elaim input credits for
any VAT payable.

“Hence VAT does not
add to the cost of erect-
ing a non-residential
property and in fact the
cost of doing so de-
clines,” he said.

With regard to re-

Building

COStSSaH

to drop by 6%

sidential properties,
Rode says the impact of
VAT should be no more
than 4%.

“And if residential
properiies are subject
to VAT, then they ave
not subject to transfer
costs which are normal-
ly in the region of 3%.
Therefore the maxi-
mum increase in the

cost of new houses as a

{%sn’lt of VAT should be
0s

Dr Okkie Stuart, di-
rector of the Burean of
Economic Research
(BER) at the University
of Stellenbsoch said that
while in theory this
should be the impact of
VAT on building costs,
he believed it would be
higher.

“1t is unlikely that de-
velopers, whose mar-
gins have been under
immense pressure in
the downturn, will pass
on this full saving in
either the residential or
non-residential sectors
of the market.”

In its latest survey on
the building industry is-
sued, BER forecasts that
VAT will increase
building costs generally
by about 4% bringing
the total increase this
year to about 16%.

BER initially antici-
pated the average annu-
al increase would he be-
low the 12% mark, not
taking the effect of VAT
into account.

However, this had had
to be amended follow-

" ing “a surprising jump”

in the preliminary guar-
terly percentage in-
creases.

The year-on-year per-
centage change for the
first and second gquar-
ters of this year in-
creased from 12,7% to
12,9% to 14% and 14,8%
respectively while the
preliminary figure for
the third quarter was
12,5%, giving an average
increase so far this year
of 13,8%.

In an interview, Stu-
art forecast that the an-
nual increase in build-
ing costs, without the
impact of VAT, should
he in the region of about
13%. e

“The Producer Price
Index is coming down

fairly rapidly and there
§s a strong correlation
hetween the PPI and the

‘Building Cost Index and

as such building cest in-
creases in the fourth
quarter should taper off.

“However the overall
inerease taking VAT
jnto account will de-
pend on whether or not
developers pass on VAT
savings. If they do, the
increase may be less
than 16%.”

According te the BER
report, the building in-
dustry is still experienc-
ing difficult business
conditions but slight im-
provemehts Wwere
experienced during the
third guarter of this
year and this trend was
expected to continue.

The residential bhuild-
ing contractors and sub-
contracters appear to
have experienced better
conditions during the
third quarter than other
groups surveyed possi-
bly due to home owners
having opted for im-
proving existing houses
rather than building
new homes.

The refurbishment of
existing buildings as op-
posed to building new
ones was. also becoming

sidential. sector.

»Architects ~exp
business conditions, to
remain more or less the
samie.in the, last-gquarter
of the.year asithose

an option. in the non-re-

quarter: - .

‘OIS, -
. Overal
‘were_that conditions for
guantity surveyors

fourth quarter. '
! ‘Neither Stuartnox

growth in:the building

indusiry. before:the, lat-

xl;_éc‘té,(i

experienced: ih*fthg’:thii;d
 Biisiness. conditions
during the -thirqi_lqug_r.tex;
were better than expeéct-|
ed’ for -quantity survey-j

expectatioiis
‘would - improvein’ thej
e

Rode expected :any réal
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Construction indust'ry <
.’ imulation’

Bloey 1y o$?l (23
THE eivil, building and engineer- 7 m,/,,{,,.g, by steel project, the Proposed Loujs Luyt
ing industries need active indus- PETER GALL| Internationat brewery on the Waest

trial ‘growth angd building devel- Rand, the Alusaf Smelter project
Opment in the next six months to Pected to push construction costs up likely to be built at Richards Bay, and

—PROPERTY —_|

slimulate both the industry and  byat least 5%, had resuited in 2 bleak oil platforms off Durban.
economy, says Management forecast, a number of new contracts These last two projects, and de-
consultants Philj Loots & were signeq thig year. velopments in the petrochemieal jn.
Associates MD Ian assey, However, the industry should not gustry, rimforce the view that Dur.

“Someone needs to take the initia- be complacent, he says, Contractors l';nl ang) he l\{gtal nortltl coast are

tive. The present inertia is dye fothe  need to adopt different strategies for \;ngy . thpr ?": e gpﬁor hities for
Poor level of business and the lack of  work acquisition, particularly in dif- 1 lé’d. t'e “th“r‘i"es issﬁ’i salys.
econotitic and political certainty  fering geographic areas, b e‘:‘eﬁ) nlu ;?12’ P:o'ectOt ;ortfh]gggs

worldwide,” he says, ‘ “This will require greater care ang and prg:riding worf: for local ang offr-l
However, a number of major civil, controls in the execution of such pro- shore contragtors went ahead this

4 building and engineering contraets jects, and in the management of the year. !

have been signed this year, prompt-  risks,” He adds that while these industries

ing some optimism about building The larger companies could no will not bhe booming in the near

b

.-conditions in these industries for the Jonger rely on SA to provide the buli future, the situation is not as bleak o

the introduetion of VAT, Whiclji3 isex- clude the R2,5bn Columbus stainless benefit,” Massey says.

~coming:year, . of their work and it was essential that py,n erceive it to he, :
* <#One%F the reasons for this is the  they looked farther afield, even biggt"}.'{rp organisations aﬂanglggatg;
.umber=of new projects which are  worldwide, looking across the horer into-south-
rlikely to be finalised over the next While SA could operate from a Joy ore Africa for work to fill orger
“few months and in the first half of og base, productivity was 3 prob-  books, A% 3 ,
Jext year.” lem when competing with interng. “This could have af spin-off.ieffect
(. While many projects hag not come  tional markets, through which fjpnt fhire,!’suppliers
.0n Stream ag early as expected ang New projects in the pipeline in- and small confractors eenlg also

—_— el T
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THE squalid conditions
of squatters Jed Mr
Walter Linda Masilo to
open a sanitary engineer-
ing business.

Masilo Plumbers and
Sanitary Engineers repairs
blocked draing, burst pipes,
drain laying, gutters,
stormwater drains, waler-
proofing and home altera-
tions.

The lack of these facili-
ties came tohis notice when
local authorities failed to
render services, especially
. - during boycott of tariffs in
-, the townships.

" . The conditions under
__which black families lived

L

Pi

By JOSHUA
RABOROKO

in squatter camps such as
Kliptown, Chicken Farm,
Mshenguville and else-
where in the counlry were
painful to him.

“The streets and yards
laden with overflowing ef-
fluent from blocked drains
and toilets disgusted me. It
is a terrible sight to see

these things happeninyour _

own backyard,”” he said.
Masilo was. born in
Soweto and matriculated at
Sekano-Ntoanz High
mn_EQ in _omo He. noaz:-

m?%f o

ved his studies at the
George Tabor Vocational
School in Soweto, where
he obtained a diploma in
plumbing in 1983.

His ambition was io be-
come a school teacher, but
was forced tolook for work
because his parents did not
have sufficient funds to pay
for his education.

Meagre

He worked for a com-
pany inJohannesburg. Dur-

ing Rig leisure hours he re-

eanmn blocked drains and
1 pipes - most of the wark
was done from his parents’
backyard to asgment his

"

- “I spon became tired of

meagre salary.

working for whites. I de-
cided to quit the job. ”

He used his own money
to buy equipment and he
operated fulltime from his
home. But, as he says, the
premises became too small
whenthe businessstarted to
grow.

He soon found a trading
site at the Ipelegeng Com-
munity Centre in Soweto

-where he operated a 24-
hour service in the town-

ships and later to most of -

,?qcrm::mmc:_.w s suburbs. |
“There is a great poten- ~
_lial for business, because

Eanozoam:w!mowm
who are qualified in the
job,”’ he said, adding,
“seemingly because
plumbing is not a clean
job".

As Masilo’s business
grew from strength to
strength he decided to em-
ploy four other people
whom he trained.

“Today they are skilled
intheirownright,” he said.

Today Masilo’s business
isbasedinthe Conservative
Party-controfled town of
Boksburg, where he is not

", afraid to repair. the’homes
of the most radical whites. .

“Yhey do not give prob-

lems when their toilets and
drains are blocked. 1 actu-
ally enjoy working for
them. I still service my old
clients in the PWV, al-
though my headache is get-
ting payment from stme of
them,”” he said. -V

He intends to sign con-
tracts with local authorities
- astep he thinks will even-
tually lead him to boom-
time.

Masilo wants to train
more blacks as apprentices
in order to become fully-
fledged plumbets in the fu-
ture. He can be contacted at
telephone number (011)
862-1634.

.




Economic
building:
system
dews

THE provn;‘l of fford-
able housing in South Af-
vica has led to the develop-
ment of cconomical build-
ing systems. Jdad

In turn it has becomc
necessary to identily fin-
ishes which will comple-
ment these structures with-
oulsubstantiallyi mcrcasmg
costs. :

Harvey Rooﬁng Pmd-

. ucls’ sales execulive, Mr

Patrick Mkolesa says mof-
ing in particular requires
carcful consideration..3

“The weight of the roof-
ing material, case of trans-
porlation and mstallalmn,
durability and aesthetics
are all factors which influ-
ence specification. .«7

A cost-effective’ product
which is meeting rcqunre-
ments is Tuffspan “S77 rib’
profiled roofl shcclmg
Manulactured by the €om-
pany, Tullspan is l’aclory-
coated in a range of colours
developed Lo enhance indi-
vidual units or lend charac-
ter to mass housing
schemes. 4

The attractive,. mainigé-
nance-free  [ini¥EY 2
achicved with “ah acryl

. formulation whigh c:mi
" withstand high ultra-violét

levels and adverse climatic
conditions.




Stokvegs and]gi}lll

SIGNIFICANT fntoady could
be made into SA’s dire hous-
ing shortage through a local-
ly developed mechanism to
empower black builders.

Devised by Johanneshurg-
based Promatra Training Ser-
vices, the mechanism involves
the combination of third
world “stokvels” and first
world trusts to financially en-
able thousands of black build-
ers to learn the finer points of
the building trade.

According to Tjaart van
Staden, Promatra’s managing
director, the stokvel and trust

coricepts will be merged to
form a “trustvel” to provide
finance for entrepreneurial
black builders.

“Many black builders have
poor credibility and are den-
ied access to funds because
their management expertise
does not match their building
prewess. We have developed a
totally practical training
course that enables black
builders to earn a diploma
after they have come to grips
with the administrative side
of contracting.”

Course contents include

sts joining forces

tendering and-estimating’
planning and executing con-
tracts; and the management
of marketing, finance, general
administration, and manpow-
er. Mr van Staden envisages
initial funding for the scheme
coming from sponsor bodies
including the Government,
quasi-gevernment entities, the
private sector, and foreign
sources wanting to assist in
upgrading the country’s hous-
ing situation.

“Sponsor bodies will pay for
the builder’s training, the
builder will pay back the

b a k é%&ders |

nsor, who will in turn pay
into the trustvel, which will
also receive some bridging
capital. Access to funds in the
stockvel for building purposes
will be strictly controlled, as
it is in the traditional stokvel
gystem.

‘““We have already had
many enquiries from black
builders wanting to take our

.training course but we feel

that the sponsored trustvel
route will enable many more
individuals to benefit and be-
come more effective build-
ers.”

——— .
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: THE Ol¢ Mutual/Nedcor housing
: scenario © kick-start the economy
i could see in additfonal 100 000 people
¢ employedif it wete implemented, SA
. Building Hdustrjes (Bifsa) executive
director Neil Fraser told delegates at
its annua conference at_ the Wild
Coast Sun'yesferday.
; Oneof tie proposals in edcor-
/01d Mutral economic plan was that
200000 liw-cost homes be built a
¢ year for three years; that 400000
plots be girviced and a million houses
be provited with electricity annuaily
over thesame period.

T B

handlezhe task.

A Bisa analysis showed that about
: 55 900 people would be employed as
superisors, skilled operators, semi-
skillei and unskilled workers to pro-
vide servie Igd civil engineering
facilties. ‘ ii0

Indddition, about o%oliipllir‘»
cluding 4 000 supervisors, would be
‘ emppoyed on building work.

least 800 small companies could

be pstablished as a result of the

! pregramme, he said.

raser then detailed what would

. Bjsa based its analysis on a house of
4J25m* with two bedrooms;"a living
rpom/kitehen and bathroom.

“While such a house is too sophisti-

ted far very low income earners, it
within the affordable levels of

any others and thus represents an

average demand.” R
- The analysis included a complete
grogramme for the operation, based
m the completion of 80 houses

"countrywide each working hour,

' Fraser said, '

' Bifsa has programmed the.build-

ing of single houses at 18 days a
louse, not including site clearing and
#lectrical reticulation.

" “The manufacture of the materials
required would provide thousands

"more jobs and promote small
business.

.~ The 286-million concrete blocks
required could be almost entirely
produced by labour-intensive small
entrepreneurs,” Fraser said.

Frase said the industry could!

‘ handle hugel@ R%Bg 1
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[ SIMON WILLSON - |

THE rand is noticeably more resil-
ient on average against a basket of
trading partners’ currencies since the
Reserve Bank's changes to the trade-
weighted rand’s currency basket.

The trade-weighted, or effective, ~

rand shows the rand’s value against a
cross-section of currencies weighted
by trade flows rather than as a hi-
lateral rate against one.or other of
the major currencies.

The rand’s trade-weighted value is
expressed as an index, where Janu-
ary 1975 equals 100 . ;

The basket of currencies against
which the effective rand is measured
contains the currencies of 8A’s six
biggest trading partners. The top four
currencies in the basket have
changed little over the years: US dol-
Iar, British pound, Deutschmark and
Japanese yen. .

The bottom of the currency basket
ranking is more volatile. .

Static . -

The change enacted by the Reserve
Bank during the third quarter was to

Qre resilient
new’ pasket
o

Br ective exchange
s rate of the rand
34 Index:

1979 = 100

Revised
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markets,” Donald said. Precious met-
als constituted the main SA export to
Italy, followed by coal, base metals,
metallic and non-metallic ores and
hides and skins — highlighting Italy’s

. -buoyant jewellery and leather con-

sumer goods industries.
Donald added that the importance
" of the Netherlands was centred on its

- role as a gateway to Europe through

the giant entrepdt of Rotterdam.
- “SA exports to Rotterdam cover a
wide spectrum and include huge

toss the Swiss and French frangs out. . ameents of bulk minerals and con-

*of the basket and replace them with

the Italian lira and the Dutch guilder.

The switch implies a shift in trad-
ing patterns over the 12 months since
the Reserve Bank last examined the
composition of the currency basket.
Trade relationships with Italy and
the Netherlands would seemn to have
burgeoned, while those with Switzer-
land and France have remained
statie or fallen off.

Official figures detailing SA’s
trade with individual foreign coun-
tries have been classified since the.
mid-1980s to avoid sanctions pres-
sure. SA Foreign Trade Organisation
{Safto) economist Bruce Donald said
commercial relations with Italy and.
the Netherlands had indeed expanded
receuntly. ’

“Ttaly stands out as a major growth
point for SA exports, and the Italian
market has moved up considerably
recently among SA's other export

~ tainerised cargo. This traffic can be

-expected to increase subsiantially in
the years ahead in view of the remov-

al of political trade barriers within
. the EC.”

The growth of SA freight traffic
through Rotterdam may also have
been helped by the more compliant
-attitude of the Dutch doekworkers.
Trade union sensitivity over handling
products of SA origin had been over-
come earlier in Rotterdam than at
some other European ports.

Donald said the importance of
France as a supplier had declined
since 1988, while there had been a
parallel decline in the significance of
Switzerland as a market over hroad-
ly the same period.

The dramatic improvement in SA’s
commercial relationship with Italy
seems to have been visible during
last week’s visit to Italy by Trade and
Industry Minister Org Marais.

;
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ARCHITECTS are complammg tha
thejr creative opportunities are dwin-'
dling.as clients become more design
and, cost-conscious.

As inistitutions or developers of commer-
cl,altand industrial property become more:
aware,of all aspects of their projects they
develop an awareness of what they want,
how they want it done and the most cost-
e fectqre way of achieving these objec-
tives, says Meyer Pienaar Smith partner
Tony, Olley

“The developer often has to initiate his
own project, which he then markets to an
institution or financier. We are given spe-
cific instructions and an explicit brief.

-“Creative opportunities seldom arise for
the? archltect in this market,” he says.

Hls ¢ompany has shifted its focus over
the years from educational and civie build-
mgs to retail, commereial and industrial
ones, The company was also involved in
the "Bank City head office for First
National Bank.

: “We were looking to design other cor-
porate head offjces, with many companies
expressing interest in projects similar to
Bank City. However, over the past few
years these mtentmns have dwindled, with
many of the companies moving to subur-
baf locations on cheaper ground and with a
staaller development,” he says.

"UFew; developments are taking into con-
mdera{mn the larger commumty picture —
when a“building is erected, profitability is
a-keff!issue for all players.

rchitects denied |
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Re orte by
PETER GAI.LI

The tight economy affects every aspect
of the project and few developers are pre-
pared to create more facilities than are
cost-effective and essential, Olley says.

BSADH architects and urban planners
partner Bannie Britz says it is essential for
developers to talk to the end users, other-
wise they could burn their fingers.

“Many developers forget the end user or
helieve they know what he wants. This is
nonsense. It is essential they consult the
end users and examine issues such as the
life of the building.”

Buildings should be designed for more
than just a “guick buck”, and around the
needs of the user and the climate. It must
have low maintenance and low energy use
and be adaptable, Britz says.

In the past, the bottom line was all that
was taken into consideration. The building
was imposed on its surroundings and was
not always environment-friendly.

Other factors are now being taken into
account — not just the structure, but also
the urban design concept, which combines
the architectural and town planmng as-
pects, and the people and envirgnmental
point of view.

Alternative means of fmancmg are also
being considered, Britz says. |

Olley says the past 10 years have seen
developers and entrepreneurs put more
effort and money into landscaping, as a
development without it will not be as pro-
fitable.

- -



THE bIack-owned Mepco
building and construction
company started, solely
with the. low income
group in~mind, tries to
make eVery employed ur-
ban dweller a homeowner.
b ’

Manag}ng director Mr
Mishali says his company
places speclal emphasis
on providing affordable,
secured and high quahty
homes, . . .

It is concerned with the
86 percent of the black
population that is looking
for affordable homes
while financial institutions
regard : them 3dgi.

Providing a @
0me for eQ/e
eran wo e

By JOSHUA
RABOROKO

more houses for less
money m the low income
group.”

Violence and upnsmgs
in black areas has greatly
affected the building in-
dustry, he said. -

A builder ™3 from
Sebokeng is~not allowed
to build in Soweto, for ex-

- ample, he said, and that

restricts them in their
work. - oo

" For - ~more mformatmn
on Mepco contact 333-
3232 or 333-3234.

“economic Hsk.rirg -
Mishali has appealéd to
State President-EWx de
Klerk and the African Na-
tional “"Congress “rand
: ! people.—- with  research
; knowlecfge to plan a new
strategy to overcome the
, housing shortage. - -
' A great deal of money
lies fallow in provident
* funds. It"could be used to
help people acquire, a
home. - s
Mtshali wants ‘that
small builders should be
given a chance to prove
themselves. Black —and
white builders should
unite, he says, adding,
 white builders have the
capital 7dhd the expertise
while blacks have the
\labour PO
He stresses that training
.and education is vital. In-
stitutions  should con-
centrate on courses for
! builders, which look at the
.practu:al side of tiinhing
'thedndustry, e

ot
He wants more land to

velopers.

“This could ensure

\E{e mate available to black
[+

ey
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Roets come out on tep to
prom@ aﬂordable homesg

THE provision of affordable housmg in
South Africa has led to the development
of different economical building systems.

It has also become necessary to identi-
fy finishes to complement these struc-
tures without increasing costs too much.

Harvey Roofing Products’ sales execu-
tive, Mr Patrick Mkolesa, said roofing in
particular required careful consideration.

. The weight of the roofing material,

ease of transportation and installation,
durability and aesthetics were all factors
which influenced specification.

A cost-effective product which meets
requirements is Tuffspan “‘S" rib pro-
filed roof sheeting.

Tuffspan is factory Coited in a range
of colours developed tg”énhance individ-

| By JOSHUA RABOROKO

Bl

is achieved with an achylit formulation
vhich can withstand high ultra-violet
levels and adverse climatic conditions.

Natural stone granules on the weather-
side add visual appeal. Coating on the
underside provides a good-looking sur-
face in arcas where ceilings are not an
immediate necessity. 2.+¢{1e{4|

The company recently demonstrated
the benefits' of aesthetically pleasing
roofing when it was used on a Brickmart
unit built by Let Property Development

ual units'or lend charactep!to mags hous-". the smgle skin clay brick home which

ing schemes.
The attractive, maintenance-free finish

-emerged a winner in the Show’s Best
Home category.

for the Star Affordable. Show in Vos-, E'
oo ¢ 175 (4aB) ]
Green cotoured roof sheets enhanced

s 8t St s aime
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Building the Nation

‘Stokvel’ p
boost

SIGNIFICANT prog-
ress could be made in
alleviating South Afri-
ca’s dire housing
shortage if a plan to
empower - black
builders comes to frui-
tion.

Devised by Johannes-
—

uild

By JOSHUA
RABOROKO

burg-based Promatra
training Services, the plan
involves a combination of
Third World “‘stokvels™
and First World trusts to
financiatly enable thou-
sands of black builders to

24| |Q‘°ﬁ {

learn the finer points of
the building trade.
According to Mr Tjaart
van Staden, Promatra’s
managing director, the
stokvel and trust concept
will be merged to form a
“*“trustvel”” which will fi-
nance black builders.
“*Many black builders

"\ have poor credibility and
are denied access to funds
because their management ™

expertise does not match
their building prowess,”
he said. 3 -

“We have developed a
totally practical training
course that enables black
builders to eamn a diploma
after they have come to
grips with the administra-
tive side of contracting,”’

The course includes
tendering, estimating,
planning and executing
contracts, marketing, fi-
nance, general administra-
tion, and manpower.

Van Staden envisaged

~—

that initia! funding for the-

scheme would cone from
sponsors, including quasi-
Government  entities,
members of the private
sector and foreign sources
wanting to assist in up-
, grading  ‘the counuy’s
. housing sifuation.
*‘Sponsor bodies will

lan |

ers

pay for the buiider’s train-
ing. The builder will pay
"_back the sponsor,” who
“will in tumn pay into the
trustvel, which will also
receive some  bridging
capital,’” he said.
4 Access to funds in the
stokvel for building pur-
‘poses will be stricily con-
trolled as it is in the tradi-
tional stokvel system.**
Promatra’s  training
courses  hinge on the
'competency-l;ased
modular methods . which
- ensure that students only
- graduate once their practi-
cal understanding has
been thoroughly
evaluated. :
. Apart from erabling
black builders to gain
eagier access to capital,
the course is also designed
to equip them with busi-
ness discipline and con-
trols.
- “*Qur aim is to develop
specific  competentcies
and at the same time pro-
vide valuable collateral
security,” Van , Standen
said. .
““We have already had
many inquiries from black
builders wanting to un-

dergo  ocur training
-courses,’” he added,

“

e
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the major

CONSTRUCTION 'com-
pany R McCarthy has
set its sights on becom-
ing a major player in the
local construction scene

within five years.

The company was ac-
quired by the listed Time
Holdings group in April
1989 and achieved a turn-
over of R34m in the nine
months {0 December that

year.

*8ince then it has refo-
cused and consolidated its
operations, to see turnover
increase to R64m in 1990
and a projected R90m this

year.

league.

e

MD Alastair Williams
says McCarthy’s goal for
the next five years is a
steady 25% growth in turn-
over annually, to bring it
into the R250m a year

On the one hand, around

ALASTAIH WILLIAMS

50% of its turnover will
continue to be generated
from within the Time
group, but to ensure it stays
competitive the company
has embarked on an ag-
gressive programme to
capture outside tenders.

He says growth will be

r league

controlled to ensure Me-
Carthy does not outstrip its
resources.

“We will increase our la-
bour, supervision and plant
resources only as required.

“Our first objective, for
instance, will be to opti-
mise the use of our existing
plant.

“Where we experience a
temporary shortfall we will
hire rather than buy until
increased ownership makes
good business sense,” he
says.

Deputy MD Graham
Crosson says the growth of
any construction company
is limited by its financial
facilities.

“The ideal is to be seli-
funding, and in pursuit of
this McCarthy has no over-
draft at present and is, in
fact, a cash generator for
the group.

Controlled grdwtﬂ
will see move into

Ny

(32

“We're planning to keep
it that way. Profits create
cash in the long term, while
turnover creates opportu-
nities for cash manage-
ment.

“These have to be bal-
anced and managed.

“There is no point in kill-
ing yourself for high turn-
over with low profits.”

Cash management,
among other things, 'in-
volves centralised buymg

Bulk

“Instead of each project
ordering independently as
materials are required, the
usual practise in the indus-
try, we place bulk orders as

a company for goods deliv-
ered as we need them.

“This often fixes our ma-
terials costs in advance.

“Qur objectwes and
strategy in achieving our

g | planned growth are focused

on guality, service and pro- |

fitability,” Williams says,.
Computerisation . lsyan--_
other methed of improving -

financial management.

JIn these-days - of fast; :
track construction there is

a greater need for comput- -,
er control-of costs; produe: -

tmty and the planning.and
updating | of crltlcal data.
“On-our: larger’ pmJects

Ahis. work. is monitored:us<;

ing on-site .personal com-
‘puters,” he says.

e
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WHEN a-highly individual
old-school business with a
hands-on management
style links arms with a di-
versified public company
with entrepreneurial flair
and a record of rapid
growth, the result must be
interesting,

Three years down the
line, the combination of R
MeCarthy and Time Hold-
ings has proved a profit-
generating dynamo largely
because from the outset the
needs of both parties were
recognised,

Time ' executive chair-
man Colin Hibbert says:
“We needed an established,
medium-sized contracting
company with growth po-
tential to complete the cir-
cle of our property-related
businesses,”

McCarthy director Mike
McCarthj,,;i-.,; son of the
founder of the company —
says: “We needed & rich
] E;ddy to help us grow.”

Links wjth Time
Holdinge prove o
highly profitable

The McCarthy family
originally sold control of its
company to IGI, a member
of the Hoskens group,
around six years ago.

“We wanted to join
forces with a company big
enough to send work our
way.

“Three years later Hos-
kens decided to rationalise
and focus on its financial
operations and sold jts
share in McCarthy to
Time.”

Strong -

The benefit of being
owned by Time, McCarthy
s00n found, had to do with
dealing with a parent com-
pany with a strong proper-
ty-orientated background,

At the same time, the
group’s ownership of Time
Life Insurance and Time
Life Property Investments
gives McCarthy access to a
larger pool of business than

' COLIN HIBBERT -
a property developer alone
could offer. Lo
The end result appears to
be a happy family,

“MeCarthy has more
than met the profit warran-
ties which formed part of
the deal,” says Hibbert,

“We have developed a
synergistic relationship
which will enable -all”the
companies in the group to
stimulate growth in each
other.”

L] ] .
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'THE building contract-
:ing industry is in the
‘worst recession in 20
'years and R McCarthy
‘deputy MD Graham
"Crosson sa%r,s the intro-
‘duction of VAT will put
,additional pressure on
‘contractors

“VAT will benefit con-
!tractors buying capital
}goods, but we will lose out
’on our mark-ups on current

+projecis,
" “In the past, the mark-up
+included GST, but now it
-will be limited to the cap-
ital sum.

“As a result, the cost to

[

ressure
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the contractor will be un-
changed, but the end price
will be around 3% lower.

“This is a short-term
problemm — new contracts
will be designed to bring
profit margins back into
line with the contractor’s
needs, and in the long term
VAT will have little real
effect on the industry,” he
says.

Gloomy

Overall, however, the
outlook for the industry re-
mains gloomy.

Property development

tors

costs are high and the rate
of inflation in the industiry
continues at around 19%.

With the prices of many
materials controlled by
near-monopolies and infor-
mal cartels, they react
sluggishly to the downward
pressure of reduced de-
mand.

At the same fime, money
is expensive, while poten-
tial developers are holding
back in the face of political
and economic uncertainty.

“There is a huge pool of
contractors competing for
a limited number of johs.”

MD Alastair Williams
says in a tight market
many contractors tend to

take on tender work at zero

.| profit margins in an effort
-] to keep staff and plant

busy.
. “Inmany.cases, they rely
for profits on the fact that
clients change their minds.
“Customers who don't
want tozburn their fingers
must, look beyond the price
tag" andﬁ analyse the re-
sources and reputation of
the contractor,” he says.

gy = s
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GRAHAM CROSSON .

Despite the tight market,
Crosson is not despondent.

“The pressure of demand
for property in all sectors
i:ontinues to build up slow-
y.

“Our order book is full
until around June, and by
then we expect to see an
imprevement in the mood
of the industry,” he says.

Nibbling

" “Overseas buyers are -
also still nibbling.
“We have recently; had .
two strong inquiries About
work, one from an organi-
sation in London making in-
quiries on behalf of poten-
tial investors throughout
the EC, and one from an
Italian developer interest-
ed in putting togéther a
R200m project.” -
Williams says the reces-
sion,is close to bottoming
out.and. the ‘company will
maintain a holding, pattern
until it starts to. hft 7
““The - contracting mdus~
try must be led by mvestors |

7and developers,, . .

A small. drop,in :nterest :

. rates has, been predlcted‘f
+ for the eid of this, year or:,
~‘earlytin 1992, and this  could”
lielp improve mvestor con- .
“fidence.”" he'says; "

"UnleS this lighter mood:
has a prompt effect, howev-

.er, Williams says;, condi-

txons in some sectors of the |
industry could worsen over
the short term.




Grinaker Construction wins,

but electronic

HIGHER revenues from Grinaker’s -

consiruction arm were outweighed
by lower profits from its electronies
subsidiaries last year.

Chairman Jan Robhertze said in
his annual review: “Group operating
companies experienced a year of
mixed 'performances.”

Grinaker Construetion Limited's
(GLC) attributable earnings in-
creased 26% to R36m (R29m) on the
back of a 5% higher turnover of
R969m (R926m).

Electronics subsidiary Grintek’s
attributable earnings fell 40% to
R29m (R48m) on the back of a 6%
higher turnover of R1,1bn.

GLC discontinued certain oper-
ations in the low cost housing market,
which had been affected by unrest in
development areas and high interest

albey > e
t fonerT/LAING

rates. ‘

Closures and retrenchment costs,
coupled with declines in fhe value of
land had resulted in an extraordinary
charge of R8m.

He said the group would maintain
a presence in the low-cost housing -
market, concentrating on work for
corporate and public sector clients.

GLC was active in neighbouring
territories in which significantly
lower tax rates applied. . ",

Grinaker’s earnings were 108,7c
(143,9¢) a share and its dividends 34c
(38c) a share. ‘ ’

The rationalisation of Grintek's
subsidiary Siltek resulted in Grin-
aker’s net asset.value falling 4% to
497c (520,4c) a share.

m falters
.
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Shedding workers

Stringent cost cutting helped Group Five to
increase profit and lift the dividend in line
with inflation., Even though turnover fell by
11%, sharply higher operating margins and
interest receipts contributed to a 22% ad-
vance in pre-tax profit,

Chairman Peter Clogg considers this par-
ticularly satisfying in view of the 15% reduc-
tion in value of work done and an abnormal

Activities: Building, engineering, construction
and related activitias, property developmant,
Project management and operation of water
and sewage systems.
Conlrol: Group § Holdings (53,8%), which in
turn is controfled by § M Goldstein (45%).
Chairman: P K Clogg.
Capital structurer 16, 7m ords. Market capital-
isation: R100m.
Share market: Frice: 600¢. Yields: 10,7% on
dividend; 32,3% on earnings; p:e ratio, 3,1;
cover, 3,2, 12-month high, 700c; low, 400c.
Trading volume last quarter, 77 000 shares.
88 ‘89 ‘90

Year to June 30 i
ST debt (Rm) ......... 2.5 7.0 3.0 nil
LT debt (Rm} ......... 80 30 nil nil
Shareholders” interest 0,20 0,14 0,15 0,20
Return on cap (%} .. 8.8 6,1 1.6 8,1
Turnover {Rbn} ....... 0,77 107 130 1,16
Pre-int profit (Rm} ... 16,8 24 362 3749
Pre<int margin (%) .. 2.2 2,3 2,7 3.3
Earnings (€} ............ 122 131,2 170,1 2064
Dividends (¢} .......... 45 47 55 64
MNet worth e} ......... 238 324 413 544
1T 18 months.

loss of R19m on a stay cable bridge venture,
partly attributable to the late delivery of
certain designs by the principal. Much of this
loss should be recoverable.

The extent to which Group Five has
curbed operations is evident from the shrink-
age of the payroll. Total employees were cut
by a quarter to 11 557; the peak was 16 468
at end-June 1989. Reductions occurred
mainly in the civils (34,5%), roads (33,1%)
and building (20,3%) divisions. Clogg telis
the FM that there could be a further cut of
25% this year, bringing the total down to
about 8000, “unless government starts in-
vesting again in infrastructure.”

To some extent, exposure to competition
was eased by entering into joint ventures,
which provided much of last year’s growth.
While operating profit fell from R22,4m to
Rl4m, the share of joint ventures’ profit
more than tripled, from R8,2m to R25,9m.

Main contributors to growth were the
building and civils divisions, whose pre-tax
profit rose R12,5m and R21,6m respectively.
Engineering was down R3,6m, homes up
R342 000, properties lost R5,9m, roads was
down R9,Im and industrial down R1,3m.

However, the group has invested a lot of
effort in the industrial division and sees this
as a major source of diversification and
growth. Three main areas have been identi-
fied: environmental community services,
steel products and rock products (quarrying,
wall and floor cladding, and so on).

The overall trading margin has steadily

Group Five

Cents
710

680
640
600
560
520
480 14
440
40
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Group Five's Clogy ... fixed
investment needs to improve

widened over the past four years. The year-
end cash balance of R83,8m puts the group
in a strong position to handle more competi-
tive conditions this year. Finance income
provided 14,5% of pre-tax profit, compared
with 6,6% the previous year.

Clogg says the building and engineering
divisions are holding their own, while the
division worst hit is roads. Civils is also
severely hampered by shortage of work.
Work done outside SA has been “encourag-
ing.” But he says that fixed investment pat-
terns in SA and surrounding countries need
to improve if the group is to maintain the
growth of the past five years.

This year, a drop in earnings is possible.
But he adds that the construction operations
are in a consolidation phase and should do
well in an upturn.

With the building and construction sector
only recently having entered a downturn, it
may be a while before solid growth resumes.
Even so, yields indicate the share is cheap at
600c. It should be well worth holding, Pyra-
mid S M Goldstein is worth 40% of a Group
Five share, but its current 220¢ is only 36,7%
of Group Five’s price. Andrew McNulty
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Proposals for
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THE executive direc-’ .

tor of the Building In-
dustries Federation of
South Africa, Mr Neil
Fraser, has spelt out
clearly what a nation-
al housing pro-
gramme will mean to
the construction in-
dustry in South Africa
- and this is likely to
provoke serious dis-

cassion in  Govern-
ment and building cir-
cles.

He said this when he
presented a detatled “‘rép-
ly’* to the Nedcor/Old
Muteal proposal for a
housing-oriented  kick-
start to the economy at the
recent BIFSA congress.

One of the solutions
proposed for the current
recession by Nedcor/Old
Mutual is that 200000

low-cost house a year be-

built for three yeats - and
that 400 000 plots be ser-
viced and a million houses
electrified annually for the
same period.

Fraser based his analy-
sis on a typical house of
42.25sq metres.  This

_ By JOSHUA
RABOROKO

wonld have two bed-
rooms, a living
room/kitchen and a

bathroom. The roof would.

be pitched and could be
covered with a variety of
roof finishings, dependent
on the ultimate cost level
being targeted.

He said that, while such
a house was too sophisti-
cated for all income
earners, it was within the
affordable levels of many
and represented an aver-
age demand.

Operator

The analysis included a
complete programme for
the operation, based on
completing 80 houses
country-wide each work-
.ing hour.

Bifsa has programmed
the building of a single
house at 18 days, exclu-
sive of site clearing and
electrical reticulation.

One of the most im-
pressive aspects of the
_programme is the large
“number of people " 1o

whom it will givé employ-
ment. !

‘The BIFSA analysis
shows that somie 55 000

people
employed as supervisors,
skilled operators, semi-
skilled and ,,unskilled
workers to provide the
services and civil
engineering facilities.

In addition, a total

force of more than 90 000 §

people, including 4000
supervisors, would be
employed on the building
work. .

The majority of the
workforce would be semi-
skilled.

At least 800 small com-
panies could be estab-
lished as a result of the
programme.

He pointed out that the
manufacturer of the
materials required would
provide many thousands
of more jobs and promote
small businesses.

For example, Fraser
said 286 million concrete
blocks required could be
almost entirely produced
by ‘‘dozens” of labour-
intensive small entrepre-
neurs.

would be -
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set to acguire the
Group for Rdm as
expand into Africa.

Technihire and use

poard into Africa for French interests, a
joint statement at the weekend said. .
The deal, believed to be the first post:

acguire Techmnibir
LY MARC HAsEnFuss| S8

ANCE's human resources groy|

Feco was ready to expand and diversify

CCo is
JSE-listed Technihire
part of a strategy to

the group as a spring-

sanctions acquisition by French interests,
involves R4m cash for 60% of Technihire’s
share capital at 45c a share. A similar offer

; will be made to minorities.

If " Technihire peaked at 40c on the JSE last
Y week, recovering strongly after languish-
| [1To Page 2

"Techni-ire (@)

ing at a 20c low -0 May. The share has seen
unusually heas ¢ trading volumes since
te July. D 2e{ql1]

Technihire CE Jack Eliasov will retain
his post under a management agreement
and three Ecco executives will be appoint-
ed to a reconstituted Technihire board.

The core business of the group will re-
main the same: hiring skilled and semi-
skilled personnel through Drafthire, Draft-
craft, Drafirite and Tradehire.

Eliasov said: “The Ecco Group is virtu-
ally a mirror image of Technjhire and we
see strong synergies between the two.”

He said Ecco was in a strong position to
pursue expansion in SA. The group is the

“a TN aa

(32)( 282 Lrrom wlge T
third-largest human resources group inter-

nationally, with a turnover of more than
Ré6bn and 600 branches worldwide.

Eliasov expected major benefits from
the deal in terms of international know-
how, business opportunities and firancial
TeSOurces.

The group was well geared. Ecco’s ini-
tial cash injection would be “only the first
step” to later investments as opportunities

. were identified and explored.

Ecco CE Philippe Poriel Destezet saw
great potential for human resources ser-
vices as the region recovered from politi-
cal and economic problems.




Success

force, conf

THE role and future of the build-
ing and related industries in the
'80s was the focus of a recent SA
Building Industries Federation
congress at the Wild Coast Sun.

A number of scenarios for the in-
dusiry were outlined, and delegates
examined and commented on these at
a workshop at the end of the congress.

In his keynote address, Group Five
executive chairman Peter Clogg said
the SA construction industry eould
face a 25% drop in turnover in the
forseeable future, but considerable
improvements in the output of the
industry’s labour force were possible.

“While other industries can compu-
terise and mechanise, contracting is
likely to remain a labour-intensive
business in which traditional meth-
ods, and the traditional reliance on
labeur, remain,” he said.

While trade union activity was of-
ten blamed for low outputs, the root
of the problem lay in a lack of man-
agement involvement with labour.

He also outlined some of the quali-
ties that would characterise the con-
struction manager capable of surviv-
ing the '50s, a period that was likely
to be extremely tough for the build-
ing industry.

“Although technical skill is impor-
tant, it is not as high on the list as

lies wit

Reports by

PETER GALLI

motivation and a zest for the job.
Good managers learn to work with
the strengths of their men and are nct
frustrated by their weaknesses,”
Clogg said.

Although construction MDs needed
to be involved in all tendering, they
had to iearn when to step back and
leave the final tender decisiens to
those they had chosen as managers.

He stressed the importance of en-
suring that the client’s payments
were guaranteed and the money was
collected in good time. Contractors
also had to ensure .that centracts
were not tampered with by clients,
and they had to keep the plant
efficient. !

“A further danger will be the tyne
of trading operation that plays off the
lower bidders on a contract against
one another to get still better prices.

“Some of us have become quite
good at this type of bargaining out of
necessity, but in the end it is bad for
the industry because it leads to unre-
alistic prices,” Clogg said.

Fedsure group CE Arnold Bassera-
bie follewed the same line in his ad-
dress, saying one of three strategies
should be applied by huilders, subcon-

PROPERTY-

labour

© 22 L
rence-told

tractors and suppliers to create a
defendable position for themselves in
the "90s.

The first was cost leadership —
achieving costs lower than those of
the opposition.

The second was differentiation, or
the creation of products or services
that offered something better or dif-
ferent. This would allow prices to be
above the average.

The third option was focus strate-
gy, where a particular market was
targeted. “One of these strategies has
to be selected. If companies try to
play in two or more fields, their pro-
fits are likely to be adversely affect-
ed,” Basserabie said. .

Itisa MD Johann Nel said black
advancement had become essential
in South African business. “Unless
blacks move into management, SA
will run out of managers.” +

The ratio of managers to workers
was already 1:60, compared with 1:10
in Japan, and would rise to 1:110 by
the year 2000.

If management showed an un-
equivocal, unambiguous ‘commit-
ment to change and reform, their
employees would come to share their
vision, he said.
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ABOUT_84 houses of all

sizes and designs
bave sprung up alongside
the f}olden Highway on
what was previously the
farm Driezick, near Evaton
within thres weeks,

The houses were spe-
cially built for the Golden
HighwayHousingExpoby
43 private companies who
built the houses to show
potemgal home owners
w is;availableforanoul—
lay.of R10.000 or Jess,

~The deputy director of

the Department of Pian-
N — e

wr

ning, Provincial Affairs ang
National Housing, Mr Alex
Weiss, said approximately
25 000 People visited the
Expo organised by his de-
partment, :

- Thedevelopers wouidbe
paid the costs of erecting
the homes, which wouid
then be handed gver to the

TPA to market. The houses

would form the nuclens of som

anewtownship at Drieziek.

The homes for the Expo
are designed for people
earning less than R 1 000 a
month. The services which
have been supplied are 3
tap forevery 10 houses and
an “aqua privy"* for cach
house,

The African Builders
"Association, ‘which g af-
filiated 1o Foundation of
Aftican Business and Con-

!

¥

fces,
.lhe main exhibitors at the
Bxpo with 14 houseg on

» show.

-
:

¥
1

-1

“ -
“We would like 1o see
‘the private sector become
involved in low <ost hons-
ing as a financier. If each
employer could finance 5
home for his employees
with a satisfactory work
‘record, it conld £0 a long
Way to reducing the hous.
ing backlog,”” Weiss said,

t
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THE executiye direcior of
the Building Industries

completing g houses
Counlry-wideeach working

L ¥ 4

-

ederation of South Alrica,

F Ho Se hour, Bifg, have pro-
Mr Neil Fraser, has spelt grammed the building of
oul clearly whay the hous- 3 2 single houses at 18 days 3
ing Programme woylg house, exclusive of sjte
ngan (o the construction p y clearing ang electricat ro.

industry in South Africa, ticulation,

This is likely (o Provoke One of the mos; impres-
serious discussion in Gov- sive aspects of the envis-
€mment and building cjr. Wou aged programme is the
cles. large number of people to

He said thig when he pre.- whom it woy)d give em-
Senied a detajjeg “reply’ ployment, 'l'heBifsaanaly-
10 the Nedcor/Old Mgy oo sis shows that some 55 g
proposal for 3 housing orj- People would ba employed

Entated kick-starg (g the . a8 supervisor, skilled op-
‘economy at the Bifga's ] eralors, semj-gkilied and
congress this week. ’o b s unskilled workers 1o pro-
H vide the services and ciyij
SO'I.!thﬂS 1o 7 / cnginecring facilities,
Oneoflhesolutionspm- So“e-"am 3

posed forthecurremmces- For QE :
sionby Nedcot/Old Mutyag By JOSHUA Inaddition, atotal abour
is that 200 000 Jow cog RABOROKO force of over 99 00 peg.

houses be hyiji a year for . ple, including4000super—
three years - ang that 400 roor finishings, dependent visors, would pe employed
000 plots be serviced and  on ihe Ultimate cost Joyel on the building wori The
one million hoyges electri- being targeted. majority of the workforce
fied anmually for the same He said that whije sucha  wonrd be semi-skilted, At
1 Pperiod, house wag toosophisticateq least 800 smajy COmpanies
! Fraser based hiq analysis  for the very income eay. could be establigheq as a
O a lypical house of €15, it Was within ghe af-  resuly of the programme,
42,2559 m. This Would  fordable levels of MY He pointed out that the
have two bedrooms, 3 Jiy- others and represented ap manufacturer of the materi-
ing room/kitchen and a  average demand. als required woujg provide
bathroom. The roof would The analysig included 5 many thousands of more
be pitched ang conld pe Complelc Programme for Jobs ang promote smg)j
covered with g variely of . the operation, based op businesses, .
— T
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SOUTHYAfriean’ coms:-
.panies will be able to ten-

Business Times Reporter

der.for abig slice of con-
tracts 'worth R36-billion
in‘black ‘Africa in the next
-five years. y
“” Thig emerges from: a
report, entitled Civil Engi-
neering and Construction —
Part 2, issued by Safto. .
The contracts will be fund-
ed by the 12 members of the:
European Community " and
* will go.to African signatories™
of the Lome Convention?:
through the European Devel- >
opment Fund (EDF). Q
The report says the Lome py
Convention provides .for a
total of 120-billion European
currency- units {about R40--

<

Pacific “and African : coun-44
tries. African countries will &
. receive - about 90% “of - the
money. V]
.- SA companies have missed
out on similar projects be-
" cause of this country's eco-
nomic ‘isolation and a ten-
dency for EC donors to
favour suppliers in their own:
countries. .

=
g
n

billion) to certain Caribbean, ¢

3,

’d&sire to improve cast
effectiveness.

The aid, usually‘ﬁ' "fiflan-
cial grants, goes to roads,
hospitals, schools, water and

electricity supply agri-
culture. | S]
Saftoexec e Raresh

Pzndya says the projeets will
be of interest o companies
involved in civil engineering
and construction, project.
management and: turnkey
contracts, architecture,
quantity surveyinf, electri-
cal and mechancial engiveer-
ing, and contracting, aerial
phetography, telecommuni-
ations, construction equip-
ment and machinery and
building materials.

“After the World Bank, the
EDF is the second-largest
donor to Africa. |

SA companies have hegun
icking up business in pro-
jects recelving World Bank
aid, the first being the
Lesotho Highlands water
scheme.

Lesotho:

But- dppositiori to” 5A is
waning and the Lome agree-
' mentallows contracts to be
awarded: 'to' companies’ in
non-meémber countries, that
provide better, cheaper ser-
vice bgcausé of their location
"and.éxpertise. ., 'L,

Another’ factor. favouring
SA «is,ithat ; Eurdpean- firms
ma%‘ ‘be: losing interest..in
EDF: projects -because they
will in,-future ‘tend’ to -be
smaller thgn in the past — in
keeping ‘'with the. EDF’s




A top South African
engineer rethinks
the answer to the
question “What is
progress?’’ — and
comes to &
challenging
conclusion,
because, he says,
“‘the footprints left
by the planning
professions are
uniquely large and
long-term”’.

oward

St U],
OW should we be mea-
suring South Africa’s
progress? By comparing
yesterday’s humble rural
hut with today’s towering Carl-
ton Centre? Quite the opposite.
From now oh progress will en-
tail moving away from devel-
oping grandiose centres to
building low cost shelter and
other appropriate facilities.

This is the view of one of
South Africa’s best known civil
engineers, CHff McMillan, who,
in a frank and sometimes hard-
hitting presentation to his fel-
low professionals, suggests that
the planning professions often
implement the wrong projects.

Mr McMillan is a director of
one of South Africa’s best
known civil engineering consul-
tants — Ove Arup — and a past
president of the SA Institution
of Civil Engineers.

He lists some of the land-
mark projects which have
given South African engineers
in particular and the planning
professions in general, an im-
pressive international reputa-
tion: the country’s new genera-
tion modern buildings; the Le-
sotho highlands scheme; the pi-
oneering technology for deep
mine ventilation and cooling;
the giant dry-cooled power sta-
tions of the highveld and the
soda ash project in Botswana.

But he pulls no punches in re-
viewing the “misguided and
sometimes extragavant appli-
cations of technology and plan-
ning: unnecessary airports; gov-
ernment palaces where the sole
industry is bureaucracy; hospi-
tals wrongly sited, without stafi
or equipment; aggressive ele-
vated motorways; above all,
apartheid urban planning.

“To the detached observer
the inescapable conclusion
must be that one common vi-
ston guided the planning pro-
fessions over the last 40 years
— the creation of apartheid
cities.”

A courageous effort is needed
in the construction of a new

‘On the go ... Johannesburg clvil engineer Cliff McMillan faments on the failure to

identify fundamenta! needs before Implementing projects.

Addressing an APES forum
- APES being an acronym for
architects, planners, engineers
and surveyors — in Cape Town,
he said the problem was that
“the footprints left by the plan-
ning professions are uniquely
large and long-term.

“There is disconcerting evi-

dence of our failure to define .

fundamental

needs before pro-

R

“We are very good at imple-
menting projects to specified
needs, but poor at identifying
real needs and communicating
with those served or affected.

“We have shown lack of en-
vironmental concern.”

He says the 20000 strong
planning professions has so far
failed to “assemble a construc-
tive corporate voice for the

" .

Picture: Sean Woods

This is asking a lot of the
planning professions compared
with others who can “exploit
their talents to the hilt without
feeling a special debt to so-
ciety”.

He recognises limits to which
professional people can go in
challenging the policies of cli-
ents. The client normally calls
the tune,

IR ERIN.TO
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= lare going up
| PICK ' Payls‘buﬂ:i‘idng 50 [§
homes for its staff housing
'—'_—”_T scheme at Siluma View on

the East Rand at a confract
cost of R2.2m. (@F | 32
The houses — 1n size

on average — will be priced
at R29 000, The project is
scheduled for completion P
next April. The develop- [} -
ment is to be carried out by 3
Let Property Developers.
It will use the Corowall i
system, based on the single-
skin exterior walling con-§
cept. Firm orders have Jg
been received for develop- &
ments in the Transvaal, §g
Free State and QwaQwa. g8
Let Property Developers g
MD Jeff Letape says: “Af-;
fordabilily and quality
were the two key criteria’
required by Pick 'n Pay
when they asked us to.
submit recommepdations
for staff hqusing.‘csﬁaz)
The Corowall 3ystem
makes clay face-brick
walls a viable option in the
low-income housing field.
The houses will be con-
structed on a fully serviced
site with high-mast street
lighting, roads, electricity,
water and sewerage.
Each house will have two
bedreoms, a kitchen, bath-
room and living area. Pick
'n Pay will advance R5 000
to employees whe qualify
for the scheme, and provide
mortgage collateral. .
“The keen support shown
g0 far underscores the mas-
sive demand for cost-effec-
tive quality housing, Indi-
cations are that the
systems will also find ac-
ceptance among develop-
ers, loeal authorities,
finance houses and contrac-
tors,” Letape says. «¢& -
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THE Constriction industry™

in South Africa could weil
face 2 25 perccnt drop in
‘wrnover in the. foresee-
able future - but consider-
ablé improvements in the
-output of , the industry”
Jlabour force are stlll
definitely possible, writes
Joshua Raboroko .
Thls wa »sald in the
"keynote— Jaddress, at this
year's BISFA -conference
held at-the Wild Coast
Sun, by Mr Peter Clog,
execunve “chairman. of
Group Fwe and president ;.
. of the South African Fed-
eration of Civil Engmeer—
ing Contrgctors
+Ina tqlk entitled ““How
} - to- desifn. your, company
1 for. thésr, a}Nmenes , he
l stressed "that while other -
mdusmes could. mechan-
1 ise and ¢omputetise, con-
\ .: tracting thwas. . likely 10
_remain’ ‘4" labour-intensive
'busmesim in, which tradi-
“tional methods t and the
! tradttlonal reliance  on
labour - rgmam
“The.- grgamsation Jof -
labour is, a,nd will continy
t_'to ‘be- theéarea in which™¥
I one conipafly..can be bet—
|1 ter than.,lt' ,compcmors,
he.said. kg
. Llow outputs are often
~"blamed ol ‘trade-union in-
tcrference, ‘he -said. How:
ever,’ thlg.;was usually
red herring. The root of
- the.problem is more ofien
a lack of management in-
volvement with labour.

e

3
"D

j




. James Clarke was at the launch of a thought-provoking book on conservation

o s
- .%L s
it DE—

ILL the new South Africa de-
stroy the cultural heritage of
the old?

The question was raised at a
function in Johannesburg last
night when Reg Furber of the PG
Foundation launched “The Urban
Conservation Symposium”, a 140-
page book based on a number of
sometimes provocative papers de-
livered by South Adfrica’s leading
architects, planners and urban ac-
tivists,

The short answer was “No” —
but more of that later.

The book results from a 1990
symposium held in the Parktown
Randlord mansion of Northwards
and sponsored by PG, and it gives
* the opinions of those who are

' combating the hardening of South

- Africa’s cityscapes.

The PG Foundation has dedicat-
ed its efforts to improving the
built environment in South Africa
and, says Mr Furber, there is now
a need to project “heritage” for
what it is — not' a symbol of
domination of one group over an-
other but a common heritage that
underlines and supports a com-

What future

mon nationality.

South Africa’s urban heritage
must reflect a wider range of cul-
tural values and this will need a
far more participatory approach.

One of the authors says South
Africa has never had a national
lobby concerned with cultural her-
itage and this has led to even the
centuries-old cities of the Cape
being mutilated by decades of in-
sensitive development.

It was the voice of one small
woman — Flo Bird — that ini-
tially aroused Johannesburgers to
a point where they successfully hit
back at a city council hell bent on
destroying the colonial architec-
ture of Johannesburg in the '60s.

And now? Times have hardly
changed, say the authors. In fact,
Flo Bird's Parktown Association
and the Parktown and Westcliff
Heritage Trust, which sprang
from it, are among only half a
dozen snapping at the ankles of
those in charge of the future of
cities, .

The trust, funded by its own
members, asked the city council
for a grant-in-aid. It received

is there for the
@ R — in co ﬁm%jﬂﬁmwwcw;

the council gave, that same day,
to the FAK for bookmarkers.

The National Monuments Coun-
cil is there to fund the preserva-
tion of national monuments, but
the Government is annually giv-
ing it less, Flo Bird says that from
a mere R900 000 in 1987 (and noth-
ing at all in 1989) the NMC annual
grant has dropped to R795 000.
From this it has to maintain and
repair its own properties and help
with the maintenance of others
across the country.

South Africans who donate to-
wards the preservation of heri-
fage buildings receive no tax re-
lief — but a firm that sponsors a
sports event gets a 98 percent re-

bate {(from the taxpayer).
Will things be different under a
shared government? Herbert

Prins (senior lecturer in architec-
ture at Wits) has been widely
quoted for his optimistic paper
that appears.-in this book. He
argues that nowhere- in Africa
have black governments {orn
down colonial architecture. They
have relocated statues and

. past?

changed names but have preser-
ved heritage architecture.

Flo Bird helieves that a more
socialist form of government is
likely to have a more sensitive ap-
proach to urban conservation.

“Tg socialists the land, the heri-
tage belong to all the people, in-
cluding future generations. The
concept of ownership is replaced
by the concept of stewardship.”

"Many will argue with  this.
There, are many more arguable
points, but the general feeling
from this publication is that cities
need to provide more soul food
and that an old landmark struc-
ture, especially when it has a cul-
tural association, is a comfort and
reference point for people living
in rapidly changing cities.

None of the authors disagrees
with the notion that urban conser-
vation is essenfial in urban plan-
ning — yei nowhere in Johannes-
burg’s Town Planning Scheme is
the word ' “conservation” men-
tioned. And the tity has no provi-
sions at all for the protection of
anything. O
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‘Fancourt! ’ﬁrméct -

|back.on ‘course. .
R o ‘MARCIAKLE!N\ 32.-

GROUP ‘Five ' Gonstrhction” an .
company 'Otient Bxpress Hotels have ari
nounced a, _salvage operation for Fancourt
ol Resort, ., ' Masterbond-} -fihanced_prestige
hotel and golf development fiear” George.
‘Agreernent has beeh- veached for Faii- |
court to ¢ontinke to be managed ‘and devel-. !
oped by Orient Express
“In'tetis, ofan" agreement annnuhced.
’ccday, Groiip Five Will contifie to develop
the- freetiold properties adjoining the re-
gott; The golf cuhrse;,ciubhouse, goif acad-
.éimiy and othef’ amengties will be. complet-
,ed by ‘the end:8f, this month. .
: The Euﬁshiné Clreuxt Fahcourt ‘Hall -of
Famh golk; tournament ili contihne is
- cplanitet:: - ‘l
1 Sep: tem er astér d d 145 96%
stake i tFaﬁcnut‘t to Golf Estates; 3 cotd-
‘pany owned by the hie André \PlEtEl‘SE famil; y,
a Brxtlsh oﬁsdi'tiﬁm\arld Orient Eipress..
. Today's [inancifig dedl follows an agree-
ment between: Fancourt ‘Holdings, . Fan-
‘eofirt, Ptopbrtle ,,prbun Five and't & cph-
/ tors, Acting a8, b ug;es ‘for«Mastethnt\{ o
"~“-'Mastéf'bon R RAT I pi*éﬁ?caﬁieﬂt” ‘
“meant), thal;‘ Fancoﬁrt Holdmgs had. to
arrangean: alﬁerhaj:ﬂ*e source of fitnding to
replace "Rt dyet: by 'Masterbond, and
: caused " a. temporiry delay in' obtaining
. about, R10m~fromfthe proceeds of freehold .
tltle propertlés sold, :
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' |BUILDING costs are

By MAGGIE ROWLEY 28

Property Editor

set to more than
double within the
next five years, fore-
casts the Bureau for
Economic Research at
the University of Stel-
lenbosch.

In his latest review,
BER director Ockie Stu-
art said building costs
were expected to rise at
a more accelerated pace
over the next five years
tltégg had been seen since

The average annual in-

erease until 1995 is estimated to be
17% against an average of about 16%
for the past five years, he said.
Present building costs for a presti-
gious office block are R2 000/m?®. An
average annual increase of 17% would
iggglt in building costs of R4 384/m* in
BER bases its building costs on ten-
der prices.

“Ag such many analysts argue that
the building cost index is applicable
to the non-residential building sector

only.

“\hile this argument is relevant, it
is only partly so as the residential and
non-residential sectors compete for
the services rendered by building con-
tractors, subcontractors, artisans and
labourers.

u]t follows logically that should the
tempo of activity in one sector accel-
erate then the demand for labour will
become keener.

“and if the building industry as
such is working at full capacity as far
as labour resources are concerned
then obviously the price of labour will
increase.

“Thus there is a high correlation
between increases in building costs as
measured by the BER and increases
in building costs in the residential
sector,” argues Stuart,

BER also forecasts that the level of
fixed investment in buildings of all
types could be 4,5% lower in real
terms this year than during 1990.
However, investment in residential

to dou

g7
Ockie Stua

¥

le’

buildings is projected to
show @ relatively high
growth rate in 1992.

While the demand for

new non-residential
buildings is likely to be
fairly sluggish during
1092 ‘the demand for all
buildings is anticipated
to he only slightly down
on this year. Fixed in-
vestment in both re-
gidential and non-re-
7 sidential buildings is
i expected to increase
rapidly from 1993, said
Stuart.
Official figures suggest
fixed investment in
building decreased in
real terms by 1,2% a year
between 1986 and 1880,

But according to BER the next five
years could see a positive growth rate
of about 2,5% in real terms which in
jtself suggests building costs are like-
ly to increase more rapidly during this
time. -

Stuart said that apart from market
forces, the socio-political environ-
ment could be expected to exert up-
ward pressure on wages and salaries.

In addition, he said, monetary poli-
cy will be more strict with interest
rates remaining high, the demand for
low cost housing will become keener,
the cost of materials will continue in-
¢reasing rapidly and building contrac-
tors will attempt to’ increase their
profits to compensate for the lean
period they have just gone through.

«As a result tendering will be less
keen and this translates into higher
building costs.”

Stuart forecasts that increased
building activity will only begin to
taper off during 1995. )

He stressed that value added tax
should dampen the tempo of increase
in the cost of non-residential building.

“At the same time however, it will
increase the cost of residential build-
ings.

“The ratio of non-residential fixed
investment to residential fixed invest-
ment until 1985 is estimated at 130:100
which implies that VATsmet effect on
building costs should be downward.”

1
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Low-cost II%SI
all

the real ¢
St Btum

As every schoolboy bught to know, low=zost housing
is an urgent South African priority.

And that is almost to understate the case.

The huge housing problem, however, is being tack-
led by the public and private sectors, the latter tak-
ing an active part in the design, development and
construction of low-cost housing aimed at the urban
areas-and, to a lesser extent, the rural market.

The challenge lies not only in the building of eco-
nomical housing, but also in the provision of afford-
able electrification, lighting fixtures and plumbing
for low cost housing. “

ot
Commitment

East London-based light fitting manufacturer,
Datco, as part of their continuing commitment to the
orderly development of a new South Africa, has de-
veloped a range of low-priced vandal-resistant bulk-
head fittings, decorative bulkheads and floodlights.

To meet the need for easy-to-maintain, functional
products, these are weatherproof and can be used
indoors or outside, giving useiul interior illumination
and exterior safety and security.

All Datco produets are engineered to accommo-
date low wattage fluorescent tubes and, in the case
of floodlights, energy-saving mercury vapour. and
high pressure sodium lamps, as well as proven tung-
sten halogen tubes.

d

Abselute ;L

{5
Cyril Berman, Datco marketing managemisays:
“Our commitment to the future of Southh.JAdrica
is absolute and next year we'll be introduging: yet
more products to assist the less privileged fouréalise -
gome of their aspirations, in keeping witls govern-
ment policy to provide affordable electricity for
everyone.” -
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THE proposed capital sub-
sidy scheme in SA should be
re-evaluated in the light of
international experience as
subsidy design is crucia) to
achieving nationa] housing
goals, Murray & Roberts
Construction executive di-
rector of housing Gavi
‘ s
The principla-of capital
subsidies is unacceptable
as searce state respurces
cannot he maximally
geared in this way, Unless
accompanied by eguity
from the participant, cap-
ital subsidies are inherently
socialistie, unsustainable
and therefore discrimina-
tory, he says.

“The De Loor inquiry
into housing will most like-
ly recommend a capital
subsidy uniess alternatives
present themselves,” Har-
dy says.

New look ﬁeeded at
capital subsidy scheme

Endorsing some of the
key findings on housing sub-

sidies of the May 1991

subsidisation of the hou-si'n.g
industry,” Hardy says.
A workable alternativé is

World Bank Reconnais- gy, to encourage private sector

sance Mission, Hardy say
the repeal of legislation and

finaneial institutions. to
rovide mortgage finane-

regulation and the freeing&ing to well-located housing

up of land and finaneia

markets are not enough tos.

undo the distortion of
apartheid.

It would require what é\

was referred to by the
World Bank as “aggressive
strategies to achieve satis-Q

faction levels of integra-—
tion”. G2 %
“In this régard; Murray

& Roberts’ views converge
with the World Bank’s res-
ervations about current
proposals to kick-start the
economy through massive

or the upper end of; the
black market and to foster
broad participation in.col-
lateralised funds for lend-
ing to the mass market; he
adds. .
“M&R urges that.the
proposed capital subsidy
scheme be re-evaluated
and that state assistance
for the severely disadvan-
taged be explored as well
as the provision of an inter-
est subsidy on a total mort-
gage package up .to

LY

such as First
Bank, Nedbank

Ampros’s Finance H

ANGLO American Property Services {Am-
pros) Finance House Building in the
Bruma Lake Office Park —
opened last week — is about 60% Iet angd Fisherman's Village across the lakes” he
designed for tenants providing financial i l{l '
and related services, Ampros Bruma ]
ing executive Stan Davies says '%\?
The office block accommodat%nm/ahts
National Bank, Standard
and the Perm, as well ag

officfally  buildings and

eas-

ouse Building 6

travel agencies and airlines{ . ~, ~ % .
“They are serving the surroud‘ng office

R75 000.” o
%, Jet

shoppers and tenants from

adds. Zjpesy |

ODue to an editing e
eported last week that
~ "Office Park was being
Mutunal Properties. The
develeped exclusively by Ampros.

or, Business Day
the Bruma Lake
developed by Qld
building is being

1

For all your Industrial and ;I
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ONE of the few black

in South Africa’s fierce-
ly competitive building
industry, Mr JC Mtshali,
believes that the huge
funds made available for
affordable homes should
be channeled~to black
builders.

Mishali, a former
school teacher who had
taken a diploma at the
Madadeni Training Col-
lege, told Soweran Prop-
erfy that his beliefs were
based on the fact that
blacks knew best what
sort of houses their
people wanted.

His enthusiasm in the

entrepreneurs to make it,

Plea for blacks o b
chance to build for

bu1ld|ng industry was
revamped after research-
ing the shortage of

" township homes.

He esiimated that
around 1,9 million
homes were needed in
the PWV area.

With parmer Mr IT
Ndzipho, Mitshali
founded the successful
Metropolitan  People’s
Consultancy, aimed at
marketing low-cost

housing of good quality |

with affordable “exten-
sions and outbuildings.
In the past five years
the company has made
tremendous  strides  in

By JOSHUA
RABOROKO

o

-Sebokeng,

helping to curb the criti~
cal housing shortage un-
der the name of Mepco
Housing and Devel-
opers. )

Seated in his plush of-
fice in the centre of
Johannesburg, Mtshali
said the company had
built more than 2000
houses priced under
RIS000 in Soweto,
Orange Farm, Evaton,
Daveyton,
Vosloorus, Kagiso,
Mohlakeng and other
areas.

He is proud to say that

. problem he

the company has also
built up-market homes
in exclusively black

‘*snob hills™ and
double-story  taverns
with accommeodation for
their owners. = - -

Mishali said while the
company had a track
record of buiiding many
homes, his single
headache was capital - a
believes
eoutd be solved if biacks
were given a break in
the comstruction indus-
iry. T
He added that much
more jobs could be of-
fered if black building

given az
wn people

contractors were al-
lowed to grow by giving
them the funds that both
the public and private
sectors were now pour-
ing into low-cost hous-
ing organisations.

There has been a lot
of red tape surrounding
the release of money to
black builders, seeming-
ly because they were not
trusted to use the funds
productively, Mishali
said. "

*“This is all a fuss.
Blacks have to be given
a share in the building of

» homes for their own

people.”’
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Building the Nation
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low-cost:

SEEMINGLY South Africa _Em ma en ===_c=
insufficiently housed black people with four
million squatters on the Witwatersrand and in
the vicinity of Durban alone.

For these people to be properly housed, the country
will need to build 1,9 miitions homes - right now and
not later,

Bat the main actors in the building scenario - the Ur-
ban Foundation, the South African Housing Trust and
the Independent Development Trust - have only touched
the tip of the iceberg by building slightly more than
13 000 homes.

Judging at that rate it will take 138 years to clear the
critical housing shortage that has caused disease and
violence in the so-called changing South Africa.

As aptly put by one observer: “*South Africa is tack-

ling the legal institutions, financial and land ownership -

issues - all prerequisites in meeting affordable homes.””

The situation is becoming catastrophic. However, a
former financier and now a low cost-housing entrepre-

neur, Mr David Herbstein, says the situation is not dis- .

astrous - it is challenging.

He believes the country can do it - given the will, It
certainly has the technology. But he does acknowledge
that the picture is bleak. -

““While 1 appreciate that building homes will gain
momentum only when land is available, we could be
moving much faster with the actval building of homes,”
he said.

Tens of thousands of people already have land but
they cannot afford to build because prices have gone

ho

through the Bom inding ways to 9»_8 cheap, cE
durable, bricks is therefore absolutely essential.

The tragedy is that they are available but people do
not know it. _

. Hebstein is determined to provide a solution to the
housing shortage. He has developed a new brick ma-
chine - 2 boon for squatters. He put all his capital into
developing a machine that makes high-guality bricks.

The cost of the bricks needed for one house is around
R450, he explains, saying that is five times cheaper than
normal. With unskilled workers, it is possible to turn out
enough for two hotses a day.

What is moom about the machine is the fact that it can
be towed - and it makes bricks on the spot by using sub-
soil dug from the house’s own foundation.

The bricks are six times bigger than the conventional
‘housebrick; it takes 700 to build a 34sq m house.

He belicves that the squatter community could be
helped to buy these machines and also create employ-
ment for many. He has suggested this notion to many
companies and a few have responded.

He was unable to hide his irritation when talking of
the disparity between what squatters are expected to pay
for bricks and what they **really need to pay™

A tiny four-roomed core house - one that can easily
be added to - would cost only R2 500, he adds.

He was perturbed about the national debate aimed at
developing strategies for dealing with the wocm_nm prob-
lem.

“A more positive and vigorous m_u?.omn: has to be
taken soon, otherwise the next century wouid see us still
faced with a huge problem,” he said.

E
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Property o

‘market s
ecovery

tually double, placing a.n

forr

THE property market is
poised for an economic
boom which can mean or
even preceed that of the
overall economic
recovery, according to ex-
perts in the market.

They say adverse politi-
cal and economic factors
are still bringing strong
influence to bear on buyer
confidence.

Camdon’s group MD
Mr Scott MacRae says:
“*Nonetheless the funda-
mentals for an upturn are
in place.

““The economy has bot-
tomed out, there is pent-
up demand for all types of
housing, inflation con-
tinues to bring ‘‘buy
now"" pressure to bear and
the govemor of the
Reserve bank, Dr Chris
Stals, has indicated the
need to kick-start the
economy.

Upheaval

““Negative  influences
are the continued high
bond rates, the erosion of
buying power because of
inflation and political
upheaval,”’ MacRae says.

He adds: *‘Without
doubt the biggest dis-
incentive for property in-
vestment right now is the
high bond rates. We have
seen worse. In 1985/86,
they were touching 23
percent.”’

If the situation is inter-
preted in terms of vecent
Government  statements
however, there is a pos-
sibility that rates will be
lowered next year.

He says: *“There is even
some indication that the
battle against inflation is
__beginning to bear fruit, al-

By JOSHUA
RABOROKO

is whether this has not
been at the expense of
severe damage to the
economy.”

The average
homeowner is already
severely presscd merely to
keep up with his existing
bond repayments and any
refaxation of interest rates
would go a long way
towards improving his lot
- and provide a
psychological boost at the
same time. -

Those who were en-
couraged to take on bonds
at 13 percent have seen
their bond repaymerits vir-

et@

i

enormous  strain
household budgets.

The results are a creep-
ing incidence of reposses-
sions - figures indicate
this is still not a major
factor but the institutions
should be aware that they
cannot  indefinitely  in-
crease rates and expect the
market to simply absort
them,

On balance however.
barring major political or
economic catastrophe, in-
dustrialists would expec
the positive influences
winning through in 1992,
The stage is thercfore set
for a recovery of the
market.

New call to
builders toCD
be reallstlc

A NUMBER of devel-
opers have “‘responded
positively” to a call for
more realistically priced
property projects.

The response is timely

in that the cluster homes.

and sectional title market

32

By JOSHUA
RABOROKO

the main elements of a

cluster project - the devel-

oper's profit and building

costs - leave very little
m for manoeuvre,

has become fmore (hscern-\ If, in addition, land

ing and overpriced devel-

costs are at a premlum.

opments are not sefling. \the overall project be-

Overpriced

Developers are faced
with overpriced land for
such projects and sellel
of land must now also be
more realistic.

~ comes simply ovefpriced

in terms of current market
acceptability.

““There is still
wemendous demand for
cluster homes for reasons
of their security,

A projects manager forly aesthetics and financial

a leading firm of devel-
opers, Mr Jonathan

practicalities of owning
the land on a_frechold

though the moot question

Waichman, says two of

basis,’* he says.
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CAPE TOWN- — Building and-ivil
engineering group Ovcon raised its
interim earnings by 40% in the six
months to end-September compared
with the six months to end-March,
benefiting from higher margins and
its accumulated tax losses,

Earnings a share of 20,6c were re-
corded compared with the previous
figure of 14,7¢. A dividend of 4¢ was
declared,

No 1990 interim figures were pro-
vided in the profit announcement as
Oveon was only constituted as a hold-
ing company in October 1990, Ovcon,
which operates in the Cape, Natal
and Namibia, was listed on the JSE in
March this year,

Executive director Jan Kaminski
said the group had recently been per-
forming well despite “exceptionally
competitive contracting conditions”,

Margins improved to 3,1% from
the 2,4% in the previous period, bene-
fiting from tight-cost control and the
high use of the group’s own plant.

LINDA ENSOR

Interest earned on R16,7m cash as-
sets — included in operating income
— also contributed to the perform-

ance.

Turnover of R73,7m generated an
operating income of R2,3m compared
with the previous turnover of R72,7m
and operating income of R1,7m,

No tax was paid due to accumulat-
ed losses suffered by its Transvaal
operations, which have since been
disposed of. Net asset value im-
proved over the six months to 105¢
from the 88¢c at end-March.

Ovcon, normally involved in the
construction of high-tech, fast-track
concrete structures, adapted to the
economie climate b
short-

y taking on more
term renovation and extension
contracts, and has bought plant to
enable it to perform marine work,
Major Cape contracts the group is
involved in include the R70m retail
complex at the Victoria & Alfred Wa-
terfront, & R%m reservoir in Paar],

titi
the first phase of the Strand-Gordons
Bay marina, various government
projects and Equikor’s Belmont
office park,

In the Boland Ovcon is the main
contractor in the restoration of the
Grande Roche Hotel and the Madeba
winery near Robertson while in
Natal the group recently completed
the conversion of Mercury House, Ba-
kers' head office and the Maydon
Wharf sugar store,

Current work in Natal includes the
construction of a clinic and school
near Ladysmith,

Kaminski said the high dividend
cover of 5,2 times enabled Ovcon to
build up its reserves. He said profits
for the second half of the year should
be similar to those of the first half
despite the difficult conditions in the
building and civil engineering indus-
tries.

But he warned that Cape and Natal
contractors would experience their
most difficult year next year.

Y]




‘YR ° : Yoeh
Everife looking up
- 4 & o g

While hard-hit condtruction group - X , : ‘
Everite may not bounce back to Diagonal Sfreet  : |
its former glory, a meaningful A !
improvement in earnings is envi- 2 2 a \
saged forythe current year. LYN ol
In theé?annual report, MD GM - - —i!
Thomas' believes the internal Oof fixed assets. e

measures taken to improve busi-
ness focus and reduce the level of
fixed operating costs will have a
positive effect on profits, even i
the economic upturn is delayed.

The group specialises in the
provision of fibre-reinforced ce-
ment, ceramic, pitch fibre and
glass fibre reinforced plastic
products.

In the year to June, group turn-
over fell five percent from
R351,9 million to R334,2 million
and operating profit dropped
65 percent from R32,7 million to
R11,4 million.

“Mr Thomas says that sales vol-
umes decreased 18 percent and
that, in view of the capital-inten-
sive nature of Everite, these
lower volumes impacted sharply
on profit margins. :

After investment income
shrapk 23 percent from R83 mil-
lion to R6;4 million and finance
costs incréased four percent from
R4,1 millioh to R4,3 million, pre-
tax profit 1ijamounted to R13,5 mil-
lion, 63 percent lower than the
previous year's R36,8 million.

An increase in the effective tax
rate frofs47,9 to 54,7 percent re-
sulted in‘attributable profit de-
clining 68 percent from R19,2 mil-
lion to R6,1 million.

Mr Thomas attributes the dis-
proportionately high rate of tax
to the group’s conservative ac-
counting policy of charging de-

No tax relief on the addition-|
al depreciation charge is avail-
able. it
Earnings per share fell from'|

21,6¢c a share to 6,9¢c, while the
dividend for the year amounted |
to 65¢ a share, half the previous~
year's payout of 13¢. 1

If the effect of the additional’

- depreciation referred to ahove}is |

eliminated, earnings would have .
decreased 29 percent from 304¢a’
share to 21,5¢. o

The balance sheet remains
strong, with net borrowings "of
R17,2 million being more than off-
set by the value of endowment
policies of R35,8 million.

Net asset value appreciated
18 percent over the year from
356¢ a share to 419¢. .

Everite, priced at 250c, is trad-
ing on a P/E ratio of 362 and'
provides a dividend yield of:
2,6 percent. |

The high rating of the share,|
reflects satisfactory prospects,!
with cost savings expected to en-:
hance profits until economic re-,
vival takes the group to new
hel"ghfs. , !
COMMENT: Everite’s share price;
collapsed in 1989 and has since!
undulated sideways. v

The show of strength in mid-\
1991 proved to be short-lived andi
the share is currently in a down-;
ward trend. A reversal will be-in-}
dicated if the price rises aboye!

preciation on the current value resistance at 275¢. il
450:1

L] u ; g :’? l:
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; AN appeal by LTA Con-
struction Ltd in a dispute
on a contract for the con-
b struction of a reservoir at
* Dobsonville, was dis-

wherein it clalmed iiterest
in excess of that which it
had been paid in terms of
an' arbitration award -
Sapa

* missed, with costs, by the
-t Appeal Court in Bloem-

. fontein.

4 In the Witwatersrand
" Local Supreme Court’on
% October 4-1980 Mr Jus- -

i

t% tice S W McCreath
#~ granted an application by
¢ the Administrator "of the
Transvaal. -

3 This was for an order
-that the dispute be
« referred to ‘the Supreme
Court for-an opinion that
. there was no restriction on
" .fhe éngineer to impose
i f"mes for work already
S “completed, but while por-
"4 tion of the contract price
e was still due to LTA.

M+ Justice: }McCreath
dlsmlssed a’ .counter-

'Mg,@pp]wanon"‘*‘ 9 AALTA™
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THE time is right for
forum on social uplift-
ment, in which commu-
nities could meet profes-
sionals to discuss their
needs and how they
could help one another,
says André ten Krooden,
a partner at consulting!
quantity surveyors
Walker Mare.

. “There should be a forum
where communities can
make their needs known.
Then professional bodies
can assist them in formu-
lating these requirements,

1sa4

@ TEN XROODEN

Call forsoci

and € the suggestions
further,” says Ten Krooden,
a member of the SA Quanti-
ty Surveyers’ public
relations committee.

In this way community
needs could be translated
into appropriate develop-
ment projects.

Consultants with special-
ised skills in the construc-
tion industry could assist in
such an upliftment pro-
gramme, which would offer
business opportunities in
many fields.

Quantity surveyors could
assume the role of project

orts by
ETER GALLI

managers, to mobilise the
mnemployed in contracts
within their own communi-
ties. Some form of training
could be given at the same
time, thereby contributing
to general upliftment.
‘“However, this road
tends to be more expensive
and very time-consuming
- for consultants, and the
projectss could take longer
to complete; In this regard,
government could offer a
tax incentive of some sort,

PROPERTY

.\_—JS@?

3

)

E S
to encourage developers
and institutions to under-
take labour-intensive pro-
jects, encouraging local
comrnunities to undertake
the work afforded them in
their own areas.”,

Roads and bulk services
could be handled on a la-
bour-only sub-contract ba-
sis, using labour instead of
machinery.

The Development Bank
of 8A is investigating how
such projects could be im-
plemented, ke says.

In addition, more innova-
tive systems involving low-

T2TI05 o7
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Trnumog

5ing were needed.
These should not be sys-
tems that emnployed less
‘people, but rather systems
which made mazimum use
of unskilled labour.

.. Professionals needed to
look beyond the profit mo-
tive and combine their
skills with projects to pro-
vide employment and the
ppliftment of the poor,

v Concerned professionals
also peeded an avenue
through which they could
inform communities about
assistance they could pro-
vide. Communities could
look also at the possibility
of drafting a register of
their people’s skills.

Ten Krooden believes the
future does not lie in sophis-
ticated industry systems
using large machinery, but
in the uwse of hand labour,
which will have the spin-off
of creating pride and re-
sponsibility in the commun-
ity concerned.

“Quantity surveyors can
play a role in keeping
checks on meney to be
spent. Consultants can be
responsible for this, and
sub-contract to workers
from the cominunity where
the particular development
is sitvated.

“While this is more ex-
pensive when it comes to
professional fees, it is es-
sential for the growth in

housing development and
employment.”

The “process of aware-
ness” could be started at
university or technikon
level. Students in quantity
surveying, architecture and
engineering could be re-
quired, as part of their
courses, to spend six
months in the field helping
communities with housing
and related projects.

To supervise the process,
a resources centre could be
established at the univers-
ity, under the supervision of
a body of professionals who
would take turans in
manning it.

Quantity surveyors and
other professionals would,
to some exient, need to “un-
learn” what they knew, and
become more develop-
ment-minded and not just
commercially oriented for
such a scheme to succeed.

The establishment of a
forum and the employment
of local people in projects
initiated for their benefit
would also need the support
of trade vnions and com-
munity leaders, he stiys.

The building busiriéss is
fraught with problems, but
taking the labour intensive
route could be effective.

“Perhaps this is the price
SA should pay to address
the unemployment prob-
lem,” says Ten Krooden.
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DEVELOPERS have the
responsnblllty ‘of ‘ariticipat-
\mg people s housing needs,
\says Dallway Properties
director Ian dlbbs .
\ “As most home-buyers
have to push themselves to
their, flnanmal Hmits'to by
a property, itlis their right
yo expect a well:bisilt home

hat is pr0per1y ﬂmshed by‘ )
the {ime"théy take posses- X

\ sion; - says ‘Gibbs.
Dallway Propertles has
Qused £this philosophy, as’ the

basns for all'. 1t§ develop-,

ments These inelude” the

Rﬁm Maletsastsrtown-,
honse development An Rl-
vonia_and ' The Grove 1n
Sandown‘ T I

L
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stop-shop for profession-
al building, construction
and civil engineering
services led to WLPU's
decision to incorporate
an atchitecture practice
into its operations.

“The advantage of the
Watermeyer Legge cor-
porate structure is that
while each division is
autonomous, every divi-
sion has access to the
full range of expertise
offered by the firm.

“In effect, one has a
full set of different prac-
tises under one roof.
This total package con-
cept, while not new in
South Africa, is a com-
mon phenomenon over-
seas,” says Mike
Wolters, partner in Wa-
termeyer Legge Archi-
tects (WLA).

When Wolters joined
the firm in 1987, the
South African economy
was showing signs of a
change typical in more
developed nations.

“In a Third World, de-
veloping nation, most of
the emphasis is on major
infrastructure and con-
struction geared to-
wards establishing its in-
dustry,” he explains.

“Ta SA, the bulk of the
major infrastructure is
in place, and we are see-
ing a shift in emphasis
towards architecturally
sensitive work.”

Management specialists

Project and quality
management are the
twin supports of modern
engineering — and
WLPU subsidiary Tech-
nical & Management
Services (TAMS) is in-
volved in both of them.

The firm was estab-
lished in 1973 to carry
out project management
work for a United States
mining corporation.

With the advent of
Koeberg nuclear power
station, strict quality as-
surance struck the key-
note — and TAMS was
seconded by Eskom to
oversee standards.

Growing out of that
project the firm moved
increasingly into quality
assurance and control,
and from around 15977 to
the late '80s, this formed
the bulk of its business.

More recently, how-
ever, says TAMS associ-
ate Brian Muckleston,
the emphasis has tended
more towards project
management. About
50 percent of the com-
pany’s work is derived
from WLPU activities.

Its latest project was
for Krupp SA and in-
volved the planning for
an overland conveyor,
newly completed at Sy-
ferfontein Colliery in the
Secunda area.

“This conveyor is
21 km long, making it
the biggest in South Afri-
ca. The total project was
worth about R80 mil-
lion,” he says.

“Our involvement was

Tat two lkvéls:
-planning for the produc-

Pam total

tion and manufacturing
requirements of the
project, together with
delivery to site; and
quality control and in-
spection of all maj

components.” .m.o..J

The company i
very involved in the
project management of
the proposed Johannes-
burg Trade, Tourism and
Convention Centre,
working in consortium
with Farrow Laing &
Partners.

Looking to the future,
Mr Muckleston says he
plans to develop the
company’s project man-
agement strengths.

“The project manage-
ment profession has
been growing steadily,
but there is stili a gap in
the market for profes-
sionals with strong back-
up. Most established
project managers oper-
ate from within develop-
ment companies, which
introduce them to most
of their work.

“We, on the other
hand, have links more on
the civil engineering
side, so that is where we
find most of our oppor-
tunities,” he says.

By contrast, the poten-
tial for developing its
quality management op-
eration is currently fair-
ly slim. “Quality assur-
ance is a relatively new
field but it is gaining
ground, and is attracting
large numbers of inde-

pendent professionals.”

“Many of these are
highly competent people
— qualified and experi-
enced technicians and
engineers who have de-
cided to go into business
on their own — and be-
cause their overheads
are at a minimum, we
can’t compete against
their cost structures.”

Mr Muckleston ac-
knowledges that this
trend could put clients
at risk, since at present
there are no degree
courses to standardise
skills’ levels.

But, he says, some
seven years ago TAMS
pioneered the setting up
of a professional body —
the Quality Management
Consultancy Association
of SA — which is open-
ing its doors to members
of the profession who
run consultancies.

“The association has
been fairly successful in
establishing professional
standards, but its impact
has been hampered by
the fact that entry re-
quirements were fairly
high, and eliminated
many of the smaliler op-
erators in the field.

“Without sacrifieing
our standards, however,
we have been able to
amend the constitution
to bring in consulfancies
run by professionally re-

gistered technicians, and -

we expect this move to
give us greater clout
within the profession,”
he adds.

Y,

I

This inverted concrete siphen under construction on the Vaal Dam Zuikerbosch
canal route is an integral part of the Rand Water Boars praject which Included a
10 km pipeline and 20 km cana! built to convey water to the water treatment
works and pumpstation at Zulkerbosch. The canal route traverses areas of
heaving clays, collapsing sands and high water tables, particular attention was
given to the problems of uplift and damage to the concrete lining. Stormwater
is carried over the canal in 45 overpasses with capacities of up to 160
cumecs.
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The local petrochemical
industry shows promise

of boorning, and the mul-

tinationals are undertak-
ing extensive and ongo-
ing projects to expand
and upgrade their South
African facilities.

Watermeyer Legge
Piésold & Uhlmann
(WLPU) has recognised
the potential of this
highly specialised field
and has formed a con-
sortium with four other
leading consulting engi-
neering firms, specialis-
ing in this field.

“The industry is start-
ing to offer.a lot of op-

portunities and we want-
ed to assure ourselves of
a share of the action.
“Forming Enercon
has given the medium-
sized firms invelved
enough muscle, and a
broad enough spread of
experience and exper-
tise, to take on even
major projects. And it is
a less disruptive way of
doing -business than hir-
ing people just for the
sduration of a contract,”

ooy,

i

explains WLPU associ-
ate Alan Clarkson, who
has been designated the
manager of the consor-
tium.

The other members of
Enercon are BKS, Keeve
Steyn, Liebenberg &
Stander and CA du Toit
& Partners. .

Its activities are not
limited to the petgo-
chemieal industry. In ad-
dition, through Enercon
all the member firms

\ _Emmv

will have the capacity
take on larger projecis
than they could normal-
1y handle alone.

WLPU cui its teeth in
the industry on the
Mossgas Project, when
in consortium with BKS
and Keeve Steyn if took
on the civil and structur-
al design of some of the
don-shore structure and
stheton-shore liquid efflu-
ent treatment system.

The on-shore utility

complex included wha

is believed to be the lar-
gest single contract
awarded in the southern
hemisphere of mechani-
cal draught cooling
towers.

The consortium com-

piled the working engi-
neering specifications
and adjudicated the en-
. gineering sections of the
design-and-construct

tender. Hamon-Sobelco; -

which supplied and con-

o

Ty

structed the towers,
completed the project
within the specified
time. .

This partnership will
be dissolved with the
completion of the work
at Mossgas, but with En-
ercon WLPU is looking
to the future.

“The petrochemical
industries are taking a
positive view of the: fu-
ture, and planning ac-
cordingly; there is poten-

B

tial for an offshore gas
project in Namibia; and
both Namibia and Mo-
zambique are carrying
out inland exploration,”
says Mr Clarkson.
“South Africa has be-
come far more accept-
able to its neighbours
than it was previously,
and it would make sense
for them to use a local
firm which will charge

them in rands and which -

knows local conditions.”

e

wm.gmmu them, Ener-

con’s partners have also
gained experience at
Sasol 1, 2 and 3; on all
the major overland fuel
pipelines in South Afri-
ca, including pumping
stations and tank farms;
and in infrastructure
and service work as well
as coastal engineering
and oceanographic work
around the southern
African coastline::

1t has access to a total
of 1250 engineering and
technical staff, who will
be seconded te work on
Enercon projects as re-
quired.

!
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The success of Sm»muam%ma
rmmmo:vamo_n & Uhlmann
Aébmg.m,,_.mm&:m local consult-
ing engineering firm, rests in
the wide. &42.2_% of its opera-
tions. -

“In the'70 years since it was
mmggmzma to design thermal
vo&mu stations for Eskom, Wa-
HmnEmwma Legge has developed
stfengths in fields as varied as
:.:Emww engineering, finite ele-

nient analysis, project manage-

3SR

“

u ﬁ&s\
management.

“Since the early years, when
the firm was established by
Francis Kanthack, its philoso-
phy has been specialisation
through diversification,” says
senier partner Ken André.

. This is the characteristic that
has given WLPU the ability to
roll with the punches.

Formerly heavily committed

to military engineering, for ex- .

2ol

mvmzaﬁm and recent changes in
operating philosophy within
Armscor,

Similarly, as Eskom’s de-
mand for new power stations
levels off, WLPU is readily able
to shift its centre of gravity to
its other expanding operations.

And although the economic

downturn has forced a tighten-
ing of belts throughout the
firm, the spread of its opera-

arple;ithe®fift h&s had" t6° - tions has keptit stable: 7. 4.

- .

overcome cut-backs in military

fry -

“Qur philosophy~of diversifi-"

cation has influenced the geo-
graphic distribution of the
firm’s activities as well as the
spread of technical disciplines
it offers,” says Mr André.

“We made a modest start in
the international market in
1961, when we dispatched a
small expeditionary force to
Loendon.

“Since then, the offshore-affi-

liated practises of ﬁrwc _EB ,

e ‘Sl T

u mncﬂu collectively.. Hmu.mmﬂw_._ma

its domestic operations:? ¥

1_._@@%2 to suc

This, he adds, gives the firm
a special advantage.

“We are not the _mwmmma lacal
consulting mam:._mmw:_m firm, .al-
though we do rank in the top
five, but our widespread inter-
national operation is E_Ezm .
he says.

Today, WLPU operates in 10
major centres, and it has
forged Eﬂmwumﬁmwu.wmmcru_nm

.. threugh its, Emmmm;% ustra-

lia, mumam mds M.mun cen-

ﬁmnm. quality control maaﬁmmm m_
. Boee . R . 0 ar

Py [T ———

I:d +

M i 6. b ? 4L Yy )

o L ] ﬂa ~ _ :
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“tral Africa, Britain and the
United States.

*“Each of our operations, both
locally and overseas, benefits

/7 Watermeyer Legge Piesold & Uhlmann, Smmeummumv )

from constant cross-pollination
of technology,” he says.

© “Over the years, this process
has reinforced our commitment
to excellence. In every area of
expertise in which we operate,
Watermeyer Legge, hmw,qu
alongside the best1n} :mm
world,” Mr André says.

' ﬂ,__Mm been involved.: '+ e el iAo e ina et

its 70th anniversary this year, is the leading firm of »,
consulting engineers behind one of the most exciting -0
projects in the country: the proposed development of

the R600 million Trade, Tourist & Convention Centre !
over the railway adjacent to Johannesburg Station..
This survey, edited and compiled by Val Pienaar, ex :m.m
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amines some other exciting projects in which thefi
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Engineering

Worldwide, economic re-

cession has the engineer-,

“f

inggindustry under siege
—and the professionals
sepging this sector are
ungderpressure.

Watermeyer Legge
has ghe strength to with-
stand’ the downturn be-
cause;the diversity of its
operations enables it to
take full advantage of
every opportunity that
arises.

But, says senior part-
ner Ken André, a priori-
ty in the current climate
is to keep the business
ticking over and hold on
to its technical and engi-
neering staff.

“Over the years we
have built up a strong,
loyal team with a range
and quality of expertise
that few firms could
match. Finaneial
pressure is forcing many
firms to retrench quality
employtes — but we see
that as:false economy.
It's ironic that in a coun-
try as short of skills as
South Africa, there
should be so many un-
employed: engineers and
other prbdiessionals on
the market ...

“We have recognised

T,

Ken André.

that if we allow our-
selves to lose anyone, we
will probably lose them
for good — they could be
lost to the industry and
even the country.”

Instead, the firm’s aim
is to hold on to its own,
adapting to meet the
needs of a changing
South Africa.

“We will restructure
our activities as the need
arises. For example, we
originally had a strong
focus on military engi-
neering, now that Arm-
scor is cutting baek its
operations this is no
longer needed. Because
we are involved in a
wide range of industries,
however, Wwe are
reorienting our military

1

ec

N gr 1
specialists into other
fields.”

The WLPU partners,
who head up the various
departments have diifer-
ing perceptions of when
market conditions are
likely to improve. Ac-
cording to Mr André,
however, the local econ-
omy is unlikely to bot-
tom out before late next
year,

“There is too little
capital flowing into the
country,” he comments.
“South African business-
men don’t have a great
enough understanding of
or commitment to ex-
port.

“Until we have a
healthy flow of capital
into South Africa the
economy will not be able
to generate the growth

power needed for recov-

ery.”

Mr André maintains
that funds for meaning-
ful capital development
must be looked for from
external sources — and,
he says, in the existing
socio-political environ-
ment overseas, business-
men are still hesitant
about investing in this
country.

L

In the meantilme, héf,

To‘t}l‘nder éiege(bm/,__

aims to take advantageS|

offered by development [
in other African couil* k

tries - .

“Zimbabwe and Zairé
both have huge potentia]
for hydroelectric power
schemes — .and they

have abundant resources |
of raw materials such a$ {

chrome and coppey,
which can serve as &
foundation to economic
growth. On the minus
side, the politics of many
of our neighbours is
their downfall !

“World Bank, the EEC
and the Africa Develop-
ment Bank have poured
money into these coun-

tries and are becoming }
disillusioned by their [

failure to repay.

“Africa must compete

for funds against both
Eastern Europe and
South America, and if it
doesn’t learn to honour
its debts it will ose out.
And while South Africa
is undeniably the hub of
economic and industrial
development south of
the Sahara, we canhot
carry an impoverished
sub-continent single-

Lot E e

3

handed,” Mr André says.
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One of the highlights of
WLPU’s  activities in
structural engineering is
the construetion of Leth-
abo Power Station,
which is currently under
way.

Together with con-
tractor Gillis-Mason

onstruction, the firm
Kas pioneered the use of
reinforced concrete in
the boiler-house struc-

ure.

This replaces the
more conventional fab-
ricated steel.

Partner Dave Kirk-
wood says: “This is the
first time in the world
that reinforced concrete
has heen used in a boil-
er-house project of this
magnitude.”

“It has dramatically
cut the cost of construc-
tion.”

"““Traditionally struc-
tural steel was thought
to be cheaper and faster
— but on this project we
have been both faster
and cheaper than would
have been possible using
steel.

“Sceptics said we
would experience diffi-
culties with temperature
movements and the lack
of flexibility of concrete,
- but we have overcome

all these problems very

successfully,” Mr Klrk-
_ woed said. )

i Work on the R100 mil-
‘lion project started in

1983 and completion is
;scheduled for next ear,
.+ Projects such a ;
i one are ev1dence. Mr

{ Kirkwood says, that

fnembers of the South
+ African structural engi-

i Aeering profession can
{ hold their heads high
b énywhere in the world.

* “Some of our arched
Imdges, such as the Bob-
bejaans River Bridge,

, fire considered .among
» the best anywhetg,

‘ti"We also lfad the
world in spicialised
‘work for the m jing in-
dugtry, and the ypiversi-
ties of the Witwaters-
rahd and Capelftwn are
reeognised a ading
engineering univtsities

— especially in the field

of divil engineering,” he .
says.

r 3 i\; A ”?“”
R, i 5 S I
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™ " The Bobbejaans Rlver Bridge . . . Some of South Africa's arched bridges are consldered among the best anywhere.

Despite “this level Tof
expertise;' — which is
often of iexport quality
— Mr Kirkwood says the
Iocal onstruction mar-

% been exception-
all ressed for two to
thr %ears, but adds
that it is showing signs
of bottoming out.

“Some people say the
current downturn is, not

.. “Business is stAyfing

iy
erably next yeaﬂ"p‘ﬁhe
says. <

-
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1 'The R250 mlllio'g) on-

. struction of Middleburg
Steel & Alloys’ new fer-
rochrome plant was the

* most challenging project
undertaken by Water-

. meyer Legge's civil en-

| - gineering division in

some time, says partner

| : Tom Morgan. .

" The plant, commis-
sioned  towards the
middie of last year, has
a production capacity of
120000 tons a2 year of
ferrochrome,

", “There was more to

the project than its size,
A special challenge was
presented by the new
technology used in the
production of fer-

rochrome by dirééf re-

duction. S
“This system is more
econcmical than the con-
: ventional method, and
* makes use of coal firing.
There is similar technol-
ogy in Iscor’s steel pro-
duction plants but this
was the first operation

of its kind in the world?”.

R250-
~ 20 HL‘] ' g
Mr Morgan says.
Another exciting
project was the con-
struction of the 21km
overland conveyor at Sy-
ferfontein Colliery. This
conveyor — the longest
in South Africa — was
designed by Krupp SA to

carry 2000 tons of coal-

an hour from the mine to
Sasol 2 and 3.

The division has also
been involved in the con-
struction of a new ce-
ment factory for Pre-
toria Portland Cement
at Dwaalboom, in the

north-western Trans-
vaal. .
“This is the first

greenfields cement fac-
tory to have been deve-
loped in many years,
apart from one at Oribi
Gorge, which we were
not involved in. .
“Commissioned in
1886, the project was
valued at more than
R200million ... ” he
says,
At present the WLPU

13

(z22)

ural engineering
division, while not sit-
ting idle, has time on its
hands.

“The state of the South
Afriean construction and
civil engineering indus-
try has always been cy-
clical — but the present
downturn is the deepest
and longest-lasting we
have experienced since
World War Two,” says
Mr Morgan.

“Now, in the context
of the new South Africa,
no one can forecast
when the upturn will
come. Usually a down-
turn can be expected to
last 12 to 18 months, but
we have been in a reces-
sion for 30 months now
and there is still no clear
light at the end of the
tunnel.,

“Overseas investment
will make all the differ-
ence - but investors
look for stability and
until we achieve that we
won't see economic
change,” he said.
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The core issue in integrated environ-

. mental management is working with
the environment Instead of against it,
says Dr Bob Laburn, a consultant to
Watermeyer Legge Piésold & Uhl-
mann.

. “For years, members of the Greens
movement have been accusing engi-
neers of wrecking the environmment.
They object whenever we build a dam
because they say it upsets the ecologi-
cal balance — but they don't tell us
how else to store their watet!” he
says. .

“There Is a sad core of truth in
their claims. Even today, when plan-
ning something like a dam, engineers
often pay too little attention to how it
will interact with the existing en-
yironment.”

The result is often problematic. The
dams on the Orange Rlver trap,the
silt that would otherwise be carried
further to feed arable land downriver.
. Dr Laburn’s campaign to persuade
engineers to take the existing environ-
ment into account when designing
dams has been carried out on an in-
ternational front, through the Interna-
tional Water Supply Association

Dr Laburn says integrated environ-
mental management is as much a

servation.

*Dam design must take into ac-
count such issues as the effect of
changing water flows downstream on
arable land, the threat to rare flora
and fauna when inunditing land and

land upse above and below the dam.

“Tn addition, the designers must not
forget the potential threat to man's
health presented by such diseases as
malaria and bilkarzia, which cccur in
surface waters.” -

Dr Laburn says it i3 possibie to lo-
cate and design a dam toin such a
way that it actually enhances the en-
vironment and serves additional pur-
poses beyond water storage.

“At the same time, the engineer
must take into account what effect
the environment will have on the
dam,” he adds.

“For instance, in the eastern Trans-
vaal the acid rain pollution from the

matter of simple efficiency as con-

the possible influence it will kave on

The key is to work
with a=<__._.o==,@:

(3Y

power stations is pushing up the sul-
phate content of water in the streams
— and surface pollution presents an
even more serious threat to water
quatity.”

The need for pollution control is
not limited to the industrial sector,
however. In Botswana, Dr Laburn has
been active in helping control the pol-
lutiop of ground water in areas where
seepage from overloaded, poorly de-
signed pit latrines is a problem.

“In many cases a person will start
to dig a hole for a pit latrine and
strike water. Inevitably, he will be de-
lighted with his water supply — and
will relocate his latrine to a few
metres away!" he comments.

“Where the water table is low the
soil can filter out or absorb most of
the polluting substances.

“But most informal settlements are
located in valleys, where they are
less visible, and where the water lies
a short way below the surface.

Dr Laburn points out that human
waste is often a greater hazard than
industrial.

“Plant life can absorb a lot of the
chemicals and nitrates in polinted

_ water, and if it is removed and

ploughed back into the soil it does a
lot of good.

“But human waste carries bacte-
ria, such as typhoid, dysentery and
cholera, and these are very difficult to
destray or remove.

uAn estimated 50 percent of pa-
tients in Third World hospitals have
been put there by 2 water-borne dis-
ease. Clearly, the challenge in Africa
is not to build more hospitals but to
purify the water,” he says.

Laburn's involvement in water en-

ineering dates back to” his days as
chief engimeer of the Rand Water
Board, over 15 years ago.

] launched the campaign to im-
prove the quality of water in streams
arising in the Witwatersrand and
flowing into the barrage,” he says.

Subsequently, on joining WLFU, he
was responsible for designing the pol-
lution eontrol systems on three Escom
power stations in the eastern Trans-
vaal and Orange Free State.

The extension to the water-purification works in Diepsicot, which is to cost R140 milllon. . L

R140-m to be sp

An acknowledged world leader
in waste-water purification is
Johappesburg City  Council,
which is currently building an
extension to its purification
works in Diepsloot at a cost of
R140 million,

“The extenston under econ-
struction is the largest works to
be bailt to date in southern
Afriea, Its control system will
be fully computerised, making
it one of the most technelogi-
cally advanced waste-water
purification systems in the
world” says Watermeyer
Legge partner Ian Rose-Innes.

The plant, located about
20km north of Johanmesburg,
will process waste water from
as far afield as Germiston,
Edenvale, Kempton Park, Mid-
rand, Redfordview, Johannes-
burg, Sandton, Randburg, Roo-
depoort and Alexandra.

It will be phased into opera-
tion from November next year,
to replace the old plant which
has become overioaded.

Designed and built in 1968,
with a capacity of 100 Ml a day,

Star zo}u (1]

the o}d plant is not designed to
cope with the higher water
quality requared in the '00s.

It was extended in the late
7gs, but changes in technology
and rapid population growth in
the region have caused it to be-
come ontdated.

“The new plant uses the la-
test biclogical nutrient removal
activated sludge technology, in
which South Africa leads the
world,” Mr Rose-Innes says.

“This technological expertise
has been force grown as a re-
snit of pressure of circum-
stances. Most major cities are
lpcated on the coast or on a
large river, and their waste is
simply pumped into the water
to dissipate naturally.

«Johannesburg is the only
city of its size in the world,
apart from Mexico City, which
has to use scarce water re-
sources for waste manage-
ment.”

After treatment, the sludge
will be processed into compost
— angther operation in which
Johanneshurg is a world leader.

©)G2)
“The main dvan to

human waste as a compost ma-
terial is the presence of the
asearis  intestinal  parasite,
which is very prevalest in
South Africa.” -

At Diepsloot, however, the
sludge will be composted to the
point where no viable asearis
remains, when it will be scld
for controlled use and used in-
ternally to improve the pasture
on the neighbouring Diepsioot
nature reserve, where the coun-
m& runs 4 000 head of beef cat-

e

The process design for the
project has been andertaken in-
house by the council, but the
balance of the eivil and electri-
cal engineering design was car-
ried out jointly by WLPU and
Watson Edwards Van der Spuy.
Gillis Mason is responsible for
the construction.

A feature of the new plant is
the safeguards against spillage
which have been built into the
design.

Any excess flow — caused,

for instance, by a storm — will

ent on imﬁmM_E_._mg__m plant m

be discharged ‘intc holding
dams, to be* pirnped back for
treatment before it leaves the
site.

By that stage, says Mr Rose-
Innes, the water is so clean it is
claimed to improve the quality
of the water in the Jukskei J
River. .

“p waste water purification
works is a concentrated source
of potential pollution — and if
the 350Ml a day to be dis:
charged by the plant were pal-
luted, it would be a major
source of trouble. -

“With modern water-purifiz | :
cation technology, however, the .
greater challenge is controlling | |

pollution caused by old, blocked
and overloaded sewerage sys-
tems, industrial dumping and
the build-up of waste at squat-.
ter camps.

“Engineers need to bring | .

their skills to bear in providing
waste-water disposal, potable
water supplies and sewage re-
moval services In its informal
settlemnents at a price the na-
tion can afford,” he says.
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AFTER heading up huild-
ing and construction group
Darling & Hodgson (D & H)
for five years, chairman
Hugh Brown has relin-
quished the post to Andre
van de Colff of Murray and
Roberts (M & R).

His resignation follows
the sale of Malbak’s 61%
stakeinD & Hto M & R for
just under R300m. The deal
gave M &R an important
stake in cement and build-
ing materials company
Blue Circle.

Writing in the D& H an-
nual review prior to the
deal, Brown said there was
a strong need and demand
for major infrastructural
development and uplift-
ment programmes for
lower income groups.

Darling and Hodgson chief

22

22

steps aglowg.after five years

Brown criticised govern-
ment for dragging its heels
on social and infrastrac-
tural spending. “There ap-
pears to be an inability on
the part of the authorities
and society to achieve con-
sensus for expediting these
works and providing secure
working conditions for con-
tractors and eguipment.”

He said the continuing
fall in gross domestic fixed
investment, estimated to be
minus 3% this year, had
had a dramatic effect in
market sectors served by
the company. As a result
D& H had had to counter

falls of 5% in demand for
cement, 15% in building
materials, 19% in concrete
products and 40% in fibre
cement pipes.

“In some instances, the
volumes we have supplied
this year are lower than
they were in 1988,” he said,
pointing out the group was
still on a strong finaneial
footing, even after paying
the R259m special divi-
dend during the year.

At year-end shareholders
funds were at R314,7m and
cash resources at R49,0m.

Acting D&H MD Rich-
ard Bruyns said the group

was still in a position to
make a cash acquisition of
up te R100m without strain-
ing the capital structure.
During the course of the
vear 42,3%-held Blue Circle
maintained earnings de-
spite declining volumes in
the building material divi-
sion. Efforts have now been
focused on reducing costs
and tailoring business to
lower levels of activity.
The company contribut-
ed almost 59% of group
earnings during the year,
up from 56% in 1990.
Bruyns said the group was
considering proportionate-

ly consolidating Blue Cir-
cle’s assets and liabilities.

Rocla, SA’s leading man-
ufacturer of concrete pipes
for stormwater and sewer-
age, saw its contribution to
operating income drop
33,5% to R27,3m (R41,1m),
or 25,7% (36,1%) of D& H
profits. Bruyns said 5o
division had suffered sig
nificant volume declines in
traditional businesses.

The D& H lock division
lifted its contribution to
R53,4m (R43,6m) or §,8% of
group operating profits,
largely through exports ris-
ing by 60% last year.

vhe property division,
which has as its major in-
vestment the 70% interest
in the joint “Midrand Indus-
trial Park’ venture,
showed no income for the
year under review.
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‘ %H ERE is further edf ce
that theibuilding industry

may have bottomed out of

the ,currert recession, says

‘Mr Erwm Rode, research di-

rector;of “Real Estate’ Sur-

veys;-in his latest report on

the property market. «

He says his previous: com—
ment:that ihe market is
markmg time as the trough
of .thé recession is.-ap-
proached, still holds true.

Building activity is, cur-
rently running. just ‘above
normal, .and building-costs
(contraet prices) have start-
ed to;accelerate again; ‘while
input’;éost increase§: are
shghtly ‘down, resulting in
bet.ermarglns for the: bulld-
ustry. v, r ‘
: ‘Rode says’industrial
rentals are showing' little.
\ movement at present but on
\thevothér hand mdustrnal
vacafiey 'levels arenot
'chmbrng significantly.,
“This impliés that the in-
dustrlal sector of the {'rop-
erty. market is in a “liolding,
“mode”; pefiding the looked-
for: 1mprovement 1n the
economy.

Office take- -up figures:
tend-f to; be positive for de-
central ised nodes and nega-
n'the case of the Cape
Town, F Johannésburg. and
Pretorla central busmess
dlgtﬁ'rcts ai
.. ;:Shop.xentals.axe .showing:
xnly small ducfuatloﬁhmq\%rth-
A1 & HArTow: band; o, clear
‘upward;or’ downward trend
is apparent. A's.long as trad-
ing densities are declining;
rentaldwill, stagnate, nsays
Mr Rode! -, :

“Themist 5tr1kmg feature
of the: domestic: house: mar-
ket.is the'relative strength
of, the - lower:. ‘and> middle-
price suburbs, in contrastito,
the previous strong showing
of the upper-price class, .

“Demand for rented
aecommodatmn remains
hlgh e says Mn Rode

TANGIBLE ﬁrmxng of' the
' residential property market
"inthermiddle  price range is
“bringing "prices_ achieved
by sellers into liné with re-
alistic market.prices for the
first time in six years”, says
Mr Bob:Boris, ‘regional man-
aget (Cape) of MLS {(Multiple
Listing Services), 4

“Realised property prlces.
are still mcreasmg mafein-
ally. but aré doing so.now in
terms. of market realities
not .the inflated hopesy oi‘
property owners,” he:said.

“Because the ‘market’dis-
tance': between sellers and
buyers is now closer to real
life; MLS achieved a record
197 saIes in Oetober "




Construction hacking

INTERNATIONAL . funding ' organisations
are preparing to support South Africa’s re
entry {o the construction market.

SA consiruction leaders. whe met represen-
tatives of the funding organisations in Afriea,
Europe and the US say there was recognition
of this country’s management expertise ang
its ability to transfer technology and training
skills to benefit Southern Afriea. ‘

Philip Loots & Associates consultant Geoff
Price, a member of the SA delegation, says:
“There is concern that SA must achieve inter-
nal consensys on political negotiations before
large funding will be considered.”

Thé delegation met officials of the African

e
( 3Z) Business Times Reporter

Development Bank, UN funding bodies, the
World Bank, International Finance Corpora-
tion and the Caisse Centrale, France's largest
bilateral funding agency for Afriea.

“The main aim was to learn how the
organisations work and the extent of finane-
ing which southern African couniries could
expect,” says Mr Price.

Angola has big potential in the Jong term
for construction and other codntries in line
for bilateral finance include Kenya, Namibia,
Zimbabwe, Mozambique and Zambia.
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RABIE Holdings had cut back the
humber of houses it built in the black
market to 30 a month from its peak of
about 300 a month a few years ago,
finance director Ken Maggs said
yesterday. ¢ . o

. The group, which was previously
one of the largest black howsing
developers, was now heavily in-
volved in the upmarket residential
market in Cape Town, he added.

-Following this direction change,
the group had enjoyed “phenomenal
success” with its R100m Dolphin
“Beach development and R2lm Sea
Glade development.
' Eighty percent of the 150 units at

F Dg}phin Beach — on the shores of

-- Rabie Investment Holdings
="+ Earnings/(loss) per share (tents}

234 34,9

i

20,8

| E——
(2.1)
88 a9 §0- 1
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Table Bay — had been sold before
construction started. 1

Three-quarters of the 71-unit Sea
Glade development, at Hout Bay, had
been sold before building began.

Rabie had drastically reduced its
exposure in the black housing market
after a R708 000 operating loss for the
year to June. {Last year a R57m
operating profit was earned.)

Although the group remained ex-
posed to this market in the Trans-
vaal, it had withdrawn from it in
Natal and the Cape. The group was
continuing in the Transvaal because
it siill had some land holdings to de-
velop there, Maggs said,

An industry source said he believed
the black housing market to be dead,
“Financial institutions have curtailed
their lending and reassessed the risk
in this market. Also, witk high un-
employment and high interest rates,
only a few people are in this market.”

But Rabie remained exposed to the
low-income housing market through
its 40% holding in Kwikspace, which
included the Zozo, Portacamp and CI
Park Homes businesses.

In the 1991 annual report, chair-
man John Rabie said the real need in
the low-income housing market was
“in the area of shelter and below a
cost of R10 0007,

eare shows
Lo e

MARICA KLEIN ‘ ?’
PREFCOR'’s furniture subsidiary
Beare Gronp seems fo be defying
poor trading conditions in the fur-
niture industry, says Beare Group
chairman Hymie Sibul.

Recently released figures show
that sales in the furniture and ap-
Pliances sector grew by 3% in Oc-
tober over the same month last
year, but Beare has shown a 27%
growth, he says.

Not only has the 200-store chain
kept its sales up during the reces-
sion, but Sibul claims it is also one
of 8A’s most active furniture and
appliance retailers,

Beare has embarked on 2 major
expansion programme. Growing
markets have been identified in
neighbouring countries.

Sibul says although trading con-
ditions are certainly tough, “we
are doing things a little different”,
and Beare’s aggressive consumer-
oriented marketing programmes
have seen it gain market share.

He attributes this to Beare’s in-
timate knowledge of the market,
looking after its staff, careful
credit contral and selective or-
ganic growth.

There has heen some increase
in sales over the past week to 10
days, “which is pleasing in the
current climate”, he says.
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CONCOR ™ 201|1\1cn
Conditions deteriorating

Activities: Include civil engineering, building,
roads, engineering, supplies and toll manage-
ment.

Control: A G Hochtief 34,8%@
Chuirman: B W Murphy; MD: J J C Schultz.
Copital structure: 22,8m ords. Market capital-
isation: REOm,

Share market: Price: 220c. Yields: 6,8% on
dividend; 25,6% on earnings; pre ratio, 3,9:
cover, 3,7. 12-month high, 220¢; low, 100c.
Trading volume last quarter, 164 Q00 shares.
Yeur f0 June 30. ‘88 ‘89 90 ‘9%

ST debt {Am} ......... 6,2 4.9 4,4 2,6
LT debt (Rm) ......... 26 4.5 4,6 2,8
Sharsholders’ int .... 0,20 0,18 0,23 0,24
Int & leasing cover —_ 17 n/a n/a
Return on cap (%) . 26 43 90 6.2
Turnover (% change) 18 29 18 2
Pre-int profit (Rm) .. 33 63 143 11,6
Earnings (¢} ...coc..... 14,1 23,7 46,4 56,1
Dividends (c) ......... 2 4 10 16
Net warth {g) ......... a8 117 187 195

Concor maintained steady profit growth in
the 1991 year and the share price has firmed
accordingly, rising in line with the Building

- & Construction index.

Though trading income fell last year, the

' group has benefited from rising cash genera-

tion. This was achieved partly by manage-
ment of working capital. In particular, debt
collection was emphasised. At year-end, the
cash balance stoed at R48,4m (1990:
R24,1m} and interest income for the year
climbed by R6,3m to R8,7m.

Chairman Brian Murphy says the plan is
to deploy cash resources in diversifying,
though nothing materialised over the past
year, However, the opportunity was taken to
reduce borrowings. The effective tax rate
remained unchanged at 32,4% but Murphy
warns there will be a “substantial” increase
this year.

Neither turnover value nor divisional pro-
fit contributions are disclosed, The accounts
simply note that all divisions, except engi-
neering, achieved their profit targets.

With trading conditions becoming, tough-
er, turnover grew last year by only 2%;.after
a fairly rapid expansion over the prEvious
few years. Murphy says work in the con-
struction industry “continues to detericrate”
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but there is no intention to seek uneconomi-
cal contracts to boost turnover. Even if some
unattractive contracts are accepted, they
would not be below cost.

Murphy blames government departments
and utilities for continuing to “‘execute pro-
jects which should be done by the private
sector,”

It is becoming increasingly difficult to
replace existing contracts, For this reason,
Concor has ventured outside SA with three
new contracts in Gaborone and Maputo,
together worth about R57m.

EPS rose 20% last year and the dividend
by a half. Management hopes to at least
maintain earnings and the paycut at thése
levels. At 220c, the share is on an historical
and prospective yield of 6,8% — a rating
which reflects investor perceptions that com-
panies in this sector will not see much growth
for the next year or two. Kate Rushon

[——
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CAPE TOWN — Invest-
ment helding company Ov-
bel Holdings suffered from
the depressed conditions
prevailing in the property
and construction industiy
in the six months to end-
September but managed to
maintain jts earnings a
share. )

The group made big
strides in improving profit-
ability through shifting its
focus from construction to
the higher margin property
development business
which now makes up the
bulk of its activities,

Earnings marked time at
6,3c (6,4¢) a share if adjust-
ments are made for the re-
duction of Ovbel’s stake in
Ovcon from 70% to 20%.
The group has declared a
dividend of 3¢,

*There has been a notice-
able decrease in demand
for commercial accommo-
dation while the residential
market continues to suffer
from the high interest rate
affordability syndrome,”
chairman Andrew Oven-
stone said,

He said to have main-
tained earnings.in the eur-
rent environment was all
that could be expected,

* Excluding Oveon from
the figures, Ovbel's mar-
gins improved dramatical-
ly to 14,7% (8,1%) convert-
ing the 38% decline in
turnover into a 12% in-
crease in pre-tax income of
R3,9m (R3,4m). This is not
an operating margin as
bre-tax income includes in-

i B
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Ovbel upholds ea nings
in depresse

Ly

e '2:’\! Iy

Ovbel

Share prics,
weekly close
{cents)
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terest in-

come which

differed

from last

year. 62,5
Reduced 61,5

overhead 80,5

costs follow- | 595

ing restruc- 58,5

turing of the 57,5

Bellandia 56,5

division and 555

a number of 91

targeted re- Ll

sidential de-

velopments

contributed

to the

achievement. Ovland and
Ovdeco performed satis-
factorily while Ovcon has
already reported signifi-
cantly better results.
Total borrowings to total
shareholders funds stood at
52% at end-September.
Ovenstone said this was a
comifortable figure given
Ovbel's capital expendi-
ture, He said gearing would
improve in the next six
moenths and the current ra-
tio was also very strong.
Ovenstone expected to
achieve similar earnings in
the second haif and did not
believe the final dividend
would be lower than 3¢,
Both the Ovland and
Beilandia divisions have
embarked on a number of
developments in the cur-
rent financial year which
should generate profits in
1992,
Ovenstone said the group
had substantial deferred
profits — profits were only

, accounted . when the cash

flowed in.

Graphic: LEE EMERTON  Source: I-NET

The profit announcement
said shareholders who re-
tained the Ovcon shares
distributed to them by Ov-
bel in lien of a dividend
would receive a combined
dividend equal to 3,8c per
Ovbel share, compared
with the 3,6c interim divi-
dend paid last year. On this
basis interim earnings
would have been 104c, a
12% increase over the pre-
vious interim figure,
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lthough’ Anglo Amerlcan. ‘con-".
. striietion: group | LTA reported a

‘“strong 38 percent, earmngs ¢
' growith, chairman: Hilton Davies,,

£ says=margms at all 1ts div1snon3‘

“der ressure‘ e

g eriod to-end- Septembér but .
" operating prohts were.up by -
13,4 percent t0 R24 13 mnlhon
(R21 3 milllon) 7

.Earmngs per Share’ were
boosted 'by ;38 percent to 53¢
(ssc) after LTA reversed:last:
-year!s interest: payments 'of -

nR719 000ito" mtere received of °
R2 53 m11110n et :

iThe group pays only ivi-

“ dend ‘avyear. on''its drdinary

- shares"but; has"declared a"10¢"

interih: dlvldend

N *ence ghares. "

Commentmgr on the perfor-

1" mance MrDavie§’ says tradmg
*conditions.in"the-industry were
“wextremely " competltwe, i but

~ adds that the group'had béhefit-

i ed from ratlonahsatmn mea-
- guresi'i | T ag
" HInt our ma]or tradmg dm-
smns 4, buﬂdlmg, ¢ivils'and
gearthworks —"the. number of
contragts are dwmdlmg and’ are.
__fought:} for'at very low prices,”
he says ,adding:‘the ‘margins
‘were at; then' mimmum .

" }:s . refer- :

Black townsinp housmg pro-
grammes in partlcular have .
been; ‘hard hit: by high interest.
rates which has’ put houses out”
Liof theﬁrea"ch‘* of the average i
tOW!lShlp cmzen, he sa1d

“Unless mterest rates fall 31g-
' mﬁcantly we do’ not foresee a
pick-up in that area,” - " -
-+ MriDavies: adds*that the
! glump in the loeal ecoriomy had
forced' LTA to look at cross-bor-
- der: workiinf neighbourmg ¢oun-
‘tries, “which accounts for:a
small but - growmg portmn of
i group turfover”;: :;
.He 'does- not- expect ‘a. ma;or
1mprovement in’ tradingicondi-
tions 4 the value-of uncomplet-
ed work'on the group’sibhooks
fell from R1,51 billion at: tlie end
‘of March to R1 24. b11110 in Sep
tember W
‘He xsays the! group
positioned ‘to-benefit from- an.
upturn: in' the market;"*‘Which
unfort_unately 1sunoﬁ Syet in
s1ght" R

1y
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MORE efficient’

cash depositg SaW earnings at LTA surge
38% to RMmjﬂ; n R10

LTA

Share price,
daily close

Although -a]] LTA divisiong were under, |
Pressure, he said the building divisiop was
worst. hit;, - ) ¢ "

. Earnings 3 share.-we;e.n ’( to 93¢ from
3¢, The ‘Broup does ng 'Pay an ipterin;
«Glvidend. (e

. Oosthuizen gajq the i%; éecline-in turn-

OFeh-Wasia sign of e times, : ! Satlicaylig
WOESPIte the turngyey ‘drop, operating 8rowth in profits ang strong emphasis- ¢
profit rose 13% to R24m;-(R21m), due to cash management SRR 7
“more efficient Contracting”, Operating The R23m atquisition of Lenningy/Raj
THETeIns rose’ to 2,49 from 21%. ;» Servieds, effective from April 1, saw,
n ROUD'S” cash-flush position turned g yoco to R125m. The division —ofg
last year‘s-mterestfcharge of R719 000 into * maintaing railway lines - was living
interest peceived of R25m, :. . I !éxpéi':thtiuns;ido thuizén'said;f Sl
Oosthuizen attributes- the group:sid ﬁ&éstments‘jump'ed‘ £0 R 0mi(R m) as
healthy cash Dosition — deposits ang casht  ypo £roup brought a joint finanee company
hore than donbled to Rit4m {R50m) — to O%e Pageg.2/- I

R it et

. From Page 1

STAN W D

to sedlite contro s on 2 number of large
Osthuizen gaiq although the group wag projec’tls. Thentt:‘f”“EIS on the Lesotho High-
relatively happy with its order book, there lands Water caeme Project and apn airport
£ developmer in Botswana wepe two of the
omple- gger predets the 8roup wag Working gp,
k ~ down to R gp, from T FNrBank City development was ex-.
RLSb0 in Marey reflected mapgge. Pected-0 be conciudeg only in 1993
MeI's decision not to chage turnover at
reduced margins, ‘ FTDINgs a share of about 106¢ fo; the
osthuizen said the Eroup wag working yr to March were Predicted.
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France funds R'1bn Botswana project

'huge

bu11d alr

LOCAL" construction company LTA
had landed a major part of a top se-
cret contract for the construction of a
Ribn military air base in Botswana,
sources said yesterday.

A tender of about R&60m (500-million
pula) was awarded to French company
Spie Batignolles, with LTA as 1ts main
subcontractor.

The scheme — known as Project Eagle
— will se¢’a huge military air base built
130km northwest of Gaborone at Molopo-
lole. The R1bn cost of the project works out
at almost a fifth of Botswana’s annual
gross domestic product. The French gov-
ernment has provided-a major portion of
the financing in the form of a loan.

The cost of the air base, said to be simi-
lar to the high-tech setup at Hoedspruit in
SA, couid still exceed Ribn, sources said.

The contracts were awarded about a
year ago and work on the project — due for
completlon in about two years — was still
in the prehmmary stages.

Companies; tendering for the project had
to sign a_confidentiality clause with the
Botswana’ government. Sources said the
project was highly sensitive from the
Botswana side, especially with an SA com-
pany and workers involved.

Coﬂstructmn mdustry sources said LTA,

operating in.Botswana under the name of

Rldgeway,*plbked up"the contract in com-h

" pétition” withother SA corfipanies,”
While many SA companies were operat-
ing in Botswana, the military nature of the -

Gilt

ANDREW GILL 1

pro;ect was the reason for the degree of
secrecy. Spie Batignolles was there, how-
ever, as a contractor in its own right and
was not a front for LTA.

The Botswana authorities “suggested”
that SA-based companies should not tender
in their own right but could do so through a
foreign partner, Local contractor Murray
& Roberts (M & R) is said to have putin a
tender at about 640-million pula through a
foreign subsidiary. It is believed Group
Five also tendered at 600-million pula in
partnership with an overseas consortium.

Financing from the French government
is believed to have clinched the deal for

- Spie Batignolles. French military com-

——

panies are also expected to sell military
aircraft and equipment to the Botswana
defence force as a result of the deal.
The reason for building the air base is
not known, but speculation includes the
fear of encroachment from “poor” neigh-
bours, and that Botswana might be vulner-

able to an ajr strike. !
LTA chairman Hilton Davies refused to
comment last night. N

LTA yesterday reported in{its interim
results a 38% increase in earnings to
R14m. Davies warned the oytlpok for 1992
was “very cloudy" as less ork was com-

_ing to.the market. i _
=~ Botswana datence” foree” Shiek Ltten

Jan Khama was unavalIable for cornment
yesterday !
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THE building industry is asking
why, when there is a massive
brick stockpile in SA, there has
been no significant fall in brick
prices.

Realty 1 - Basil Elk director Dave
Miller says colleagues in the housing
industry believe that only with a car-
tel or monopoly situation could there
be a glut of bricks and no drop in
prices.

3A’s brick stockpile was estimated
at about 439-million bricks at the end
of September.

“The building industry is in the dol-
drums, yet the price of bricks has not
dropped. This reminds one of the
Dairy Board debacle when SA had a
glut of butter and the prices went up.”

However, Clay Brick Association
executive director Leon de Bruin
says the national stockpile figure rep-
resents only about 60 days of supply
at current levels of demand.

.
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“It is quite natural for brick supply
levels to have risen, which obviously
reflects the slowdown in the building
industry. Further, it would be irre-
sponsible of the brick industry not to
stockpile in view of the present hous-
ing shortage.” - :

Miller contends that with so many
people homeless, this would be an
ideal time to cut brick prices and
encourage building.

“I am not advocating that govern-
ment need get directly involved, but
it should at least set a framework for
development, which could include
subsidies and incentives to create an
active building climate.”

De Bruin says government’s'role
has become that of facilitator, with
the private sector playing a greater
role in provision of housing. “Respon-
sible action is being taken by numer-

——

Drop brick prices and
he econon

ous p ayers in the bitfding industry.”

Miller feels an active building en-
vironment could stimulate, thé eco-
nomy as a whole. A recent survey in
the US showed there was ant enorm-
ous multiplier effect within the eco-
rnomy through building. “The survey
showed that for every $1bn spent on
new home construction, an additional
$7bn was generated in the economy.”

De Bruin says there is a frame-
work for a healthier building industry
which in turn will stimulate the
economy.

“For example, the 0ld Mutual/
Nedcor scenario proposes the provi-
sion of 200060 houses, 400 000 ser-
viced sites and the electrification of
1-million new homes by 1994.

“The National Association of Horne
Builders’ objective is to provide 1-
million affordable homes and two-
million sites by 2000. In addition, the
IDT has allocated a R750m capital
subsidy for 108 projects,” he says.
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It’s about Tim
NATIONWIDE property and financial
services group Time Holding is spread-
ing its wings beyond South Africa’s bor-
ders with two major housing develop-
ments taking place in Botswana,

Time Projects Botswana, part of the
JSE-listed Time Group, has just con-
cluded -an agreement with the Catholic
Church for the burchase and develop-
ment of land near Gaborone in whar ig
effectively the first major private sector
housing development in the country,
i SPPARY’S director, M Sandy

Jagnie

.0 Botswana

By JOSHUA RABOROKO

Kelly, said: ““The first phase of the 55ha
development at Kgale Hill will include

the construction of 400 houses yalued ar
R40 million. B2
Time Projects 15 also"te main con.

fractor for a housing estate which is
providing accommodation for staff at g
niew private nursing elinic in Gaborone,
The company is also involved in de.
velopment across South Africa, particu-
larly in the low-cost housing market,
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PROPERTY and construction group Ozz posted a sound
performance for the six months to end-September, with
taxtd income 33% up at R3,717m (R2,790m previously),

The results were achieved on the back of tight asset
management and cost control, chairman Gary Zulberg
saidvat the weekend, ‘

Earnings rose 36% to 24,2¢ a-share, but no dividend
wag'declared as Ozz pays a single annual dividend,

his was 17c a share in 1991 and should be better in
+ 199 provided forecasts were achieved, he sajd.
! Gearing was slashed frem 140% two years ago to
 192%, Zulberg said.

The group expected further earnings growth, although
at & more modest rate.

New products were being introduced and production
facilities extend accommodate increased demand,
Zulfferg said. ;

However, turnover roge only 2% to 'R61,457m with
opefating income gaining 5% to R8,57m and the operat-
ing margin improving to 139% despite generally lower
Bross margins and escalating costs,

“Interest paid fell 44% to R1421m (F2,555m) on the
back of the continueq strength of the cash flow, largely
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TOM HOOD
Business Editor

HOUSES could be sold for as
much as 20 percent less if red
tape and all other delays were
cut out, says Mr Johan Viljoen,
president of the Institute of
Building.

. Some of the processes which
add high interest rates to the
basie costs of building, he said,
were:

® The obtaining of local and
other authorities’ approval for
rezoning, proposed develop-
ments and designs.

® Delays by the deeds offices.
® Delays caused by the legal
profession.

® The obtaining of employers’
guarantees on loans,

® The time taken by buildings
societies and other financial in-
stitutions to process finances.

“The tragedy of the situation
is that increased interest rates
resulting from these delays hit
even the developer who has
done his marketing thoroughly
and is able to move his buyer
into the premises the day he
completes them,” sai¢ Mr Vil-
joen. .

The institute was also con-
cerned about the high price of
the interim interest that has to
be capitalised in development
projects.

There was a strong feeling in
the institute that any person
responsible for holding up the
processing of documentation
for building work should be
made responsibie for the capi-
tal interest costs for the delays
he causes. .o

Mr Viljoen said the protec-
tion of the consumer and build-
ing public could become a real-
ity when a Code for the
Building Industry was drafted
by the Business Practices Com-

mittee under the guidance of
Professor Louise Tager.

. The minister, said Mr, Vil-
joen, fully supported this pro-
{)t?sal and saw it as vital for

e protection of the consumer.

A factor on which the new
code was likely to insist was
that all building services must
have a back-up remedial and
maintenance service.

It was also likely that pro-
tective import duties and car-
tel and monopolistic situatio
would be “removed”. '

Suppliers to the building
trade were likely to find that
they were among the sectors
most closely monitored.

+Mr Viljoen was speaking af-

ter a meeting between the in-
stitute and Dr Qrg Marais,
Minister of Trade, Industry and
Tourism and senior members
of the Building Industries
Federation of South Africa
(Bifsa).

He said a major source of
concern to those at the meeting
was that the building industry
still has a poor public image.

The institute and Bifsa be-
lieved that this was immanl ily
due to the informal sector,
which often operated irrespon-
sibly. i

Any individual‘could enter
the informal industry, set him-
self up as an “expert” and
quote a low price which the cli-
fl:lt gcho"ltld pgt;lié ;:s_ist, eveln

ough it mi unfossxb e
to carry out the work for.ghat
price. a2

“This type of builder tends to
disappear halfway through the
project with a substantial sum
of the client’s money and many

unpaid sub-contractors. -
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Recession’|
shocks(z.
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ROY COKAYNE
PRETORIA, — The
economic recession
hit the building indus-
try hard this year
"\ with. unemployment
benefits -and- fringe
benefits paid out by
the Industrial Council
of the building indus-
try in the Transvaal
rocketing by more
than;1 000 percent.
The Industrial Council.
gengral secretary for
the building industry in
the Transvaal, Mr Wyn-
and Stapelberg, said up-

benefits paid out soared
from R56 800 in the first
nirie-months of last' year
to R675,641 in the same,
pericd this year.
Building - industry
workers in the Trans-
vaal'went on their annu-
al morth’s holiday on
Fridayvand 250 were
registered- by, the Coun-
cil a8 being unemployed,
compdred with only 93
last ;year, an incrase of
174 percent.’" . .
optimisin ‘at the:begin-
ning ‘of .the year about a
revival:in’ the -building-

the workers registered
as being unemployed, 86
were' designated work-
ers (thiose who had com-
pleted a proper artisan
test), 103 non-designated
workers and 61 workers
with a specified skill {a
semi-skilled worker who
had completed a part of
a trade). : -
He»said a total of
49 556 workers were
paid: R30,98 million in
holiday pay -and bonuses
this,;year, compared
with"the R29,6 million
paid to 59 259 building
industry - workers in the

e !

employment and fringe | -

This ;was' in spité of |

industry this year. . - K
Mr_Stapelberg said ‘of.|

province last year.

- Of the total, 7 877
skilled. workers-received
- | R13 million, 8 625 semi-
" | skilled workers
R4,98 milllon and 33 054
| general. - workers
R1294 million.
- - Mr‘Stapelberg attrib-
Juted the drop in fhe
"|numiber of workers re-
ceiving holiday pay and
bonilises to the fact that
Sin¢e ‘September lasi
yeur-the Council did not_
have any union agree-
ment covering employ-
ment conditions for gen-
eral' workers.
However history was
made in the building in-
dustry in the Transvaal
earlier this month when
agreement was reached
for'the first time be-
tween the Master Build-
ers’ Assocation (Trans-
vaal South), the Building
Industries’ Association
(Transvaal Norther), the
Master Masons’' and
Quarry Owners’ Associa-
tion ‘and the major
building industry trade
unions in the Transvaal
— the Amalgamated
Union of Building Trade
Workers of South Africa,
the Building Industries*
Workers Union and the
Construction and Allied
Workers’ Union — on
wages and other work-
ing conditions for gener-
al workers,
“This brought to an
end a period of about 18
months during which the
bulk of the Industry’s
employees were not cov-
ered by an ageement.
Once again employees
will enjoy fringe bene-
fits such as pension and
sick pay negotiated by
the unions and employer
parties,” Mr Stapelberg
said.-
Medical aid claims,
which had increased in
the past few years, con-
tinued this trend,
Mr Stapelberg said
R12,14 million was paid
out during the first nine
months of the year.
Claims in the same peri-
od last year totalled

R13,5 million and in- 1989
they amounted- to
R10,5 million. o

A further R1,02 mil-
lion was-paid out. in
terms 6f the Council’s
benefit: fund, which was
for such things as sick
pay and work being dis-
rupted by inclement

weather,




24 per

By Tom Hood q. W\Mn\u

Shareholders of home-

builders Rabie Investment
Holdings voted for a 24 per-
cent cut in their directors’
rermuneration at the annual
meeting in Cape Town wmm-
terday. . . =

~

.The oon._wms% which. EE._mmn

Aw.; million.into the: red in the
year to June; will pay the direc-

tors-R389 600 instead of the
R512 500, paid last year,

The cut was recommended by
the directors themselves and

STA :Ti)

the chairman, Mr John Rabie,
said: “We decided we should
take less this year in view of the
state of the economy. However,
we expect the company to re-
sume making profits and -we
may come ‘back for an increase
next year”,

Much of the loss ﬁmm caused -

by a R7 million write-off asa’
.. result,of unrest in Natal, where
the seizure of novauw-cﬁuma

b land by squatters E.E..mimn Em

?:E:ﬁ of houses. -

Mr Rabie réported the com-
ﬂmsw had traded succcessfully
“sifnce the year-end and was
Bmﬁ:w profits. .

1.

Every single house on com-
pany-owned land would be sold
by the end of the month

“We have turned the com-
pany round very quickly and we
are in a situation where we can
. expect to increase exports {of
low-cost shelter houses) to other
African countries. There is no
-doubt that doors are opening in
.- Kenya and Malawi mo_. our shel-
“ter and otlier houses.”

:He muwmanma a huge. injection
-of funds irito’ the black housing

market next year, T

- “We are now spending more
-‘time. in the Western- Cape,’

awmwm ﬁm mﬁmzma 14 wmmwm ago, .

cent cut in fees

and are looking at shopping
centres.and commercial de-
velgpments. We are certainly
staying in the black housing
market but we will go ahead
wherever we see an opportuni-
ty. .

Mr Issy Goldberg, chairman
of the Shareholders Association,
pointed out that the R7 million
write-off could be treated as a
taxed loss and the company
would benefit- s&ms it wmmsn._mq_
making profits:

He also urged the company to
seek compensation for the loss
of the building land in Natal.
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il éngineer-
ing industry turnover this yearis
expected to be worse in  real
terms-than in'1989, and hopes of a
cyclical upturn postponed to 1993,

This ‘pessimisticg conclusion was
reached by Stellenbosch University’s

Bureau ‘for* Economic Research -

(BER) in'ifs latest suryey of the build-
ing industry, A further shrinkage in
the civik. engineering industry of
is expected until 1963, .

The hureau said 'the problems of
the indu$try, in the 'throes of a long-
term ' doiynward phase which had
lasted for more than 10 years, had
beén compounded by the cyelical
downswing, Employment had
dropped to under 70 g0 from 95 000
In 1989, and poor order books had
weakened forther since mid-year,

The survey also said not much Jife
Wwas expected for the building sector
before mid-1902, with most activity
restricted to the residential sector.

However, the downswing in the
residential building industry was bot-
toming out, With a decline in interest
rates expécted by the second quarter
of 1892, ‘and a slowdown in building
cost incrégases, the near-term outlook
was not {oo.bleak, )

The bgreau forecast a 3,7% in-
crease in fixed investment in residen-
Hal buildings: g5 1992 progressed,
1,8% rise in
disposable incomnes over the year.

It predicted that in the longer term
the real growth market wonld be in
houses for, the low-income Broup, As-
suming political stability, BER fore-
cast an gverage annual growth
of 5,1% per annum in real terms
in the .1992-1998 period, ag
against minus 24% in the 1987-
1991 perjod,

Much -doom and gloom was
found in the non-residential sec-
tor, where buildings were not
fully utilised and no growth was
expected hefore 'well intp,1993,
Factories were not mnrgg,nayat
full capacity, and many; bffices

and shops'were yacanf, 4’ . (8240

The buieau forecast a further

Imism over
SIneerng

LINDA ENSOR ,-

|

this sector in 1992, while 1993 would |
see growth at more tham 5%. The
period 1992-1996 should see growth in
fixed investment maintained at 2,9%
a year, )

“The slow recovery forecast for
the general economy suggests that
the demand for new offices will re-
main sluggish for quite a, while,” the
BER says, “The same applies to the

many shops which are vacant.”

- The prevailing. political and eco-

‘nomic uncertainty also led the bu-

reau to eonclude that the private sec-
tor would be reluctant ‘to invest in
non-residential buildings during 1992,
and possibly even weil -into 1993,
However, government investment in
educgtional and mediea) facilities
should increase, '

Building costs would increase by
an anpnual 17% during the 1991.95
period, BER said, compared with the
average of about 16% a year during
the-previous five years,

Architects and quantity:surveyors
experienced a deterioration in busi-
ness conditions in the fourth quarter,
but at a slower pace, and expected
this trend to continue for the first
quarter of 1992, 1

The bureau found that tfie downsw-
ing in the property market was deep-
ening, with vacancies, 'and falling
rentals apparent in the bffice sector
while shop rentals appeared fairly
stable and the residential market re-
mained relatively healthy.

K

TGRSl

SOURCE: BER

3,8%

real decline in spending in
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Mr Jeff Letlape, managing director of Let Property Developers, and Mr Zuzi Buthelezi, market
development officer of Corobrick, stand in front of Pick ‘n Pay staff houses which are being built
on a fully serviced site at Siluma View Extention 1.

and

%Dwe,\cw il

COROBRICK’s new corowall system will be used for a
R2,2 millicn homes contract for the Pick ‘n Pay staff
housing scheme at Siluma View on the East Rand.

The development, by Let Property Developers of Johan-
nesburg, will be the first major project in the Transvaal to
use the recently launched corowall system. The 50 houses,
with an average 34sqm, will be priced at R29 000. The
project is due for completion next April.

The managing direcior of Let Property Developers, Mr
Jeff Letlape, said: “Pick ‘n Pay approached us and asked
us 1o submit recommendations for staff housing.

“Affordability and quality were the two key criteria.
After considering a number of options we decided that
Corobrick’s new corowall system would be the ideal
solution for this project.”

Under the umbrella name corowall, the company has
assembled an extensive range of products and systems
which make (raditional burnt-clay masonry and a viable
option for low-cost housing.

The systems are based on the concept of single-skin
exterior walling and have aroused keen interest among
prospective homeowners, financial institutions and devel-
opment groups.

Al its official launch in the Transvaal at the recent The
Slar Affordable Homes Show, the corowall system met
with enlhusiastic response and a number of firm orders
were received for developments in the Transvaal, the Free

p( 32

ce for
roject

By JOSHUA RABORCKO

State and QwaQwa.

The chain store’s houses will be constructed on a fully
serviced site with high-mast strect lighting, roads, electric-
ity, waler and sewerage atl Siluma View Extension One,
opposite Paim Ridge, and a 15-minute drive from Johan-
nesburg’s southern suburbs.

The houses will be buill in a variety of elevation, in
panhandle configuration rather than in the more conven-
tional back-to-back layoul. They will have two bedrooms,
a kitchen, a bathroom and a living area,

The company will advance a R5 000 deposit to staffers
who qualify for the housing scheme and provide cellateral
for mortgages. The show houses were approved by Wendy
Ackerman, wife of Raymond Ackerman, chairman of the
chainstore.

Letlape said: “We are tremendously excited at the
polentiat of the corowall system. It effectively means that
genuine clay face brick walls become a viablc option in the
low-income housing field.

The marketing support manager of Corobrick Trans-
vaal, Mr Crispin Smith, said: “Corowall offers arange of
workable solutions to housing problems with systems that
are appropriate i rural and urban environments’’




CAPE TOWN — The
downturn in the business
cycle has bottomed out
and a recovery in the
general economy could
be seen next year, the
Bureau for Economic
Research (BER) at Stel-
lenboseh University says
in its building industry
survey.

It says the recovery
will be export-based and,
because the economies of
South Africa’s trading
pariners are showing
slow growth, hesitant.

High interest rates
will prevent the econ-
omy from expanding
rapidly — especially in

the flI‘St half of the year

However, the building
sector is not expected fo
show much life before
mid-1992 and most of the
activity will be restrict-
ed to the resndentlal sec-
tor,
“Building mct s sector
is forecast to undergo
structural change. The
demand for smaller
houses — and town
houses — is likely to be-
come keener while that
for big houses is forecast
to dwindle.”

In contrast, non-resi-
dential buildings are not
fully used, factories are
running well below full

capacity, and there are
many vacant offices.

Shops are also unoccu-
pied and in view of this
no growth in building ac-
tivity is foreseen before
well into 1993,

The construction in-
dustry is in a long-term
downward phase, which
began about 10 years
ago. The problems ap-
pear to be structural
rather than cyelical, but
the present situation is
aggravated by cyelical
factors.

“It does appear, how-
ever, that the downturn
is bottoming out and that

BER sees recovery next year

the industry should enter
a cyelical upturn in 1993,

“The building sector is
still firmly entrenched in
a recession, but there are
signs of a bottoming out
in the eyclieal down-
swing.”

While many respon-
dents reported business
conditions worse than a
year ago, fewer of them
have done so.in every
suceessive survey.

“It appears, though,
that those who aré oper-
ative in the residential
sector are pulling out of
the recession, but much
doom and gloom still
prevails.” — Sapa.
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SHAREHOLDERS of
homébuilders Rabie
Investmeént Holdings
voted for a 24 percent
cut in their directors’

remuneration- at the
" annual 7gpeetipg in

Cape Towi yesterday.

Hous

" The company, which B

phinged. R7,4 million inio

the red in the year toJun,
will ;pay. the difectofs ©

R389'600 ihstead of The ™" g~ oo

RS512 500 paid last year. - ‘ n A th e v,:;

Cut

. The. cut, was recom-
mendedihy. the divectors
hemselves afid. he, chair-
Taan, Mr Jéhn Rabie, said:
«“we decided we should
take less (his yearin view of
the state of the economy.
However, we expecl the
company L0 Tesume mak-
ing profits and we may
come back for an increase
next year.”"’

Much of the loss was
caused by a R7 million
wrile-off as a resull of un-

rest in Natal, where the sei-
zure of company-owned
land by squatlers prevented
{he building of houses.
Rabic seported the com-
pany had traded success-
fully since the year-end and
was making profits.
Every smgle house on
< company -owned land
would be sold by theend of

the month.

“ie have lurncd the
company about VETY|
quickly and we arc ina
situalion where we can ex-
pect to increase exporis (of
low-cost shelter houses) o
other African countries.
Thereisnodoubt thatdoors
are opening in Kenya and

Malawi for our shelter and

. other houses.”

He expected a huge in-
jection- of funds into the
black-housing; market next
year.. ; \

Profits

“We are riow spending
more time in the Western'
Cape, Where we staried 14
years ago, and are looking
al shopping centres and
commercial developments.
We are certainly staying in
the black housing market
but we will go ahcad wher-|
cver we seean opportunily.,

Mr Issy Goldberg, chair-

man of the Shareholders
Association, pointed out
hat the:R7 miilion write*
off could be tréated as;a
“taxed lossand {hecompany
L would benéfit wheitit 're-
:.hyinad',i'i)akigig'proﬁis. :

——— T TH

“3/HEalso urged the com-
). pagy to'seek compénsation
¢ for e lossiof the building

—
—
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R5,5bn needed to put road
ape(ZL Sabita.
|

SA’s roadqsﬁgie‘m," fegarded as the back-
bone of the ‘gconomy, would need abont
R5,5bn just .fo get the network into an
acceptable dondition,
is was Said yesterday by Southern

African Bitunen and Tar Association {Sa-
bita} executive director Pjct Myburgh,

Governmént’s “disinvestment” in the
maintenance of SA’ roads wasg was noth-
ing less than asset-stripping, he said,

“Governihent is preoccupied with social
Spending and still does not realise that a
well-maintained road system is vital to

sal,

The road maintenance funding backlog
Wwas much greater than the R15bn estimat.
ed by govErnment. . ‘

“The degree of deterioration is more
severe every year and with inflation
behind it, the backlog just keeps growing,”
he said. .

Myburgh. estimated that it would cost
Inore thatjguble the R2bn allocated to the
four provincial road departments this year
to get SA!Siroads up to sery c‘l?j‘ .

About R2bn would have to bd'spent on
the rural road system while'fipgrading of
urban roads would cost R560m.

Myburgh stressed that this was a conser-

systefi.into sh

solving theSe social problems,” Myburgh:
d. B

- authorities

2t e

| PAUL ASH | -
vative estimate since the real cost of refur-
bishing rural roads alone was probably
nearer to R60bn, -

Meanwhile, the road user wag subsidis-
ing government as funds generatéd from
road users through direct road user
charges such as fuel levies and VAT on
capifal purchases exceeded R55bn.

Myburgh believed the solution lay in a
“shift in the frame of mind” from a future
government.

He said that at a recent Sabita confer-
ence, delegates agreed economic, growth

would depend on the country’s road system

being able to cope with the demands of a
developing society,

The link' between economic: growth,
employment, consumer prices and housing
and an adequate road. system was vital,

In a recent edition of Asphalt News,
Sabita chairman Wally Babb said the eco-
nomic affordability of transport infra-
structure, education and primary heaith
care zlso depended on well maintained
roads. R HET IR

Inadequate fonding had had a negative
impact on the road network with road
receiving just over half the

e

budgetary aliocation needed

— i
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l.ower end on the up

Residential builders and investors could find
marginal cause for comfort in the results of
the latest building and construction survey
by the Bureau for Economic Research of the
University of Stellenbosch. Against an over-
all background of an economy bottoming out
— and a lagging property market whose
downswing is deepening — real growth will
be in houses for the low-income group.

Not that the issue is clear cut. The report
says: “Not only are the numbers growing
more rapidly in this group, relative to the
high-income group, but the growth in income
is also outpacing that of the middle- and
upper-income groups. The longer-term
growth prospects for fixed investment in re-
sidential buildings over the 1992-1996 period
are fairly good. We forecast an average annu-
al growth rate of 5,1% in real terms, as
against minus 2,4% per annum during the
preceding fiye years.

“The provlso is that there should be rela-
tive peace arid calm in the country, and that
the political impasse should be resolved with-

in a year or two.”

The other bright spot is a relatively
healthy residential market with a demand
for rented accommodation and strong house
price growth in the lower price classes, that is
below R150 000 on average.

in contrast, demand for industrial and
commercial space will continue to be slug-
gish for quite a while — and the bureau
forecasts that spending on non-residential
building will continue to slide. Negative
growth rates posted in the second quarter of
1991 for fixed investment are expected to
continue; and a further decline of 3,8% (in
real terms) in spending on these buildings
will occur during 1992,

“This will, however, be followed by a
growth rate in excess of 5% in the year
thereafter. During the period 1987-1991
fixed investment in non-residential buildings
increased at a rate of 2,9% per annum in real
terms, According to our projections a similar
growth rate will be registered during the
1992-1996 period.”

HOUSE PRICE GROWTH BY
CITY & CLASS (%)

Year ended second quarter 1993*

City Votal Uppert Middletf Lower§
Hational 14,3 11,0 121 21,7

Johannasburg 11,7 7.8 16,1 16,6
Pretenia ....... 25 -73 06 175
Burban ....... 256 23,0 18,3 37.7
Caps Town ., 12,8 4,0 1566 24,5
Port Elizabeth 25,8 41,4 12,7 23,0

* Thess figures are prefiminary and subjact to changa.
House price rangss on a national basis: § >R200 000,
11 R100 000-R300 000, § RS0 0OO-R 160 000.

Overall, the bureau expects that the build-
ing sector will not show much life before
mid-1992. Most of the activity will be re-
stricted to the residential sector, where
building is forecast to underge certain struc-
tural changes. The demand for smaller
houses — and town houses — is likely to
become keener while that for big houses will
most likely dwindle,

On the non-residential side, buildings are
not fully utilised; factoties are running well
below capacity; there are many. vacant of-
fices; and shops are also standing empty. So
no growth is foreseen before well into 1993,

Interest rates are forecast to remain at a
relatively high level during 1992. The bureau
predicts the prime overdraft rate will drop
from 1991’s average of 20,27% to 18,99% in
1992,

Construction is in a long-term downward
trend which began 10 years ago: “The prob-
lems of this industry are structural rather
than cyclical, but the current.situation is
nevertheless aggravated by cyclical factors.
It does appear, however, as if the downturn is
bottoming out and that the industry would
enter a cyclical upturn in 1993, The building
sector is still firmly entrenched in a reces-
sion, but there are signs of a bottoming out in
the cyclical downswing. Though many of our
respondents kept on reporting bitsiness con-
ditions which are worse than those a year
ago, fewer of them do so in every successive
survey. y

“It appears . .. that those who are opera-
tive in the resndentlal sector are pulling out of
the recession — but much doom and’gloom
still prevail in the non-residential sector.”

The bureau forecasts that on average, the
annual increase in building costs will* be 17%
during 1991-1995, against about 16% over
the prevlous five years. VAT is included in
the cost“eéstimates and forecasts; and while
the tax should dampen the tempo of increase
m the ¢osiof most non-res1deaﬁa] buildings,
it w1ll$§1multaneously increaseé’ the cost of

resu:lentlal building, m

iy
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RZOObﬁ"fbad bill fear

GOVERNMEN’I‘ funds for ‘the. mamtenance of ?oad's-aré'} mini-
maland if this' state of ‘affairs, -continues, it, equu'e B200-
billion ¢ over1) years to restore ﬂle system

‘Piet Myhurgh, executive director of-the SA Bitumen and Tar
Associatioh (Sabita), says the replacement cost bf roads is about
R1-billion. Tog little attention b been paid to roads in town-
ships. S \Wuilo s tg&“ ¢S “L"t'—- ‘“e

“The bitumeh industry as it isAow wo to cope
with this demand, let alone build roads in townships where they
are most desperately needed,” says Mr Myburgh,-
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TECHNOLOGICAL, policy in
SA can secceed only if it s
Managed properly ang it is
€ssential that a minjster anda
department pe appointed to
handle it

Moss

Thisis the opinion of Ferdie
Geyer, a committee member
of the SA Association of Engi.
Neers and chairman of engi-
heering consultancy GH Mar.
ais & Associates,

Mr Geyer 5ays: “If there
had been a full-fledged minis.
ter of technology many vears
ago, the wrong management
decisions made with regard to
the Mossgas ;l;]roject would
péerhaps have been prevent-
e .l’

control — a3 s
with Sasof 2 and Sasol 3,

ﬂ,aws?l 29 112}

ElEiness Times Reporter

Engineérs haye asked for
many years for the appoint-
a-
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THE cost of houses could be reduced by
as much as 20% if the red tape required
for plans to be passed and loans to be
granted was abolished or reduced to a
minimum, according to the SA Institute
of Building (SAIB).

A meeting between Trade, Industry
and Tourism Minister Org Marais and
members of the Building Industries Fed-
eration of SA (Bifsa) and SAIB was told
that the cost of housing could be far lower
if delays were reduced. -

Delays increase the cost of butlding by
adding high interest rates to the project.

SAIB president Johan Viljoen says the
need to obtain a local authority’s appro-
val for rezoning, proposed developments
or designs as well delays in deed offices
add to the cost of homes.

Other factors include delays caused by
the legal profession, obtaining employers’
gaurantees for loans and the time taken
by financial institutions to process ad-
vances.

Mr Viljoen says: “The tragedy of the
situation is that the increased interest
rates resulting from these delays hit even
the developer who has done his market-
ing thoroughly and is able to move his
buyer into the premises the day he com-
pletes them.”

Also on the agenda was the protection
of the buyer and the builder. This could
become a reality when the code for the
building industry is drafted by the Busi-
ness Practices Committee.

Dr Marais supports this proposal, ac-
cording to Mr Viljoen, .




ConsTRucTron _ Coexers

199

JAN, . AuG.



Stocksei |
does déﬁ

By JGLIE WALKER

CONSTRUCTION group
Stocks & Stocks hit a 13-
month high of 205¢ on the JSE
ahead of a deal with York
Timbers.

Yorkcor has uncondition-
ally hought Cape door manu-
facturer and exporter Phoe-
nix from Stocks for RI18-
million. It will becorne part
of Yorkcor’s timber benefi-
ciation and exporting divi-
sion which is headed by group
managing director Ivor
Tucker, Sf 7wl { 1usS

Mr Tucker says Phoenfx
chief executive Hugh Paine
will stay on. Mr Paine is an
expert finisher of timber fur-
niture and has built a good
reputation. Sy\\qp

The association ' between
Yorkeor and Stocks goes
back years. Stocks chief Dick
Glanvill’s father established
Pretoria Amalgamated
Quarries as part of Katzenel-
lenbogen, now Yorkeor.




By TERRY BETTY

VAT has cut the cost of non-
residential building by about
6%.

Real Estate Surveys prop-
erty economist Erwin Rode
says another 5% can be de-
ducted from the cost of a
building because the buyer
goes not have to pay transfer

ut;

VAT will resuit in only a
1% increase in the cost of
new houses, The full effects
of this will be felt once VAT
on housing is phased in in
March.

Assuming labour and ma-
teriais each constituted 40%
of a contract under GST,
plant and equipment would
be 10%. Overheads and profit

Building cost

EM tby VA L/

:voulld comprise 10% of the
ota

GST was paid on materi-
als, plant and equipment.
Stnppmg out GST results in 2
saving of 5,76%, reducing the
cost of a R100 000 building to
R94 250

The 10% VAT payable on
the reduced figure is irrele-
vant because it is fully recov-
erable by the developer or
buyer. So is VAT paid on pro-

fessional fees, says Mr Rode.

The position is different for
residential properties where
the ordinary person will not
be able to recoup VAT unless
he is a seller. The cost of a
house will increase by an
average 4%. However, pay-
ing VAT absolves the buyer
from 3% transfer duty.

The result is only a 1% in-
crease in the cost of houses
bought from a developer.
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Homes m

in ’92,

THE residential property market is ex-
pected to revive strongly this year and
next, says building economist Medium-
Term Forecasting Associates (MFA).

MFA oifers two reasons for its forecast
upturn, The first is an expected drop in the
prime interest rate by as much as 2% this
year,

The second is a carry-over of a few
billion rand earmarked for low-income
housing by the Independent Development
Trust and foreign and local institutions.

MFA points out that residential and non-
residential building activities have di-
verged in recent years.

It says the nonresidential property mar-
ket has experienced strong growth in the
past three years, while the housing sector
has experienced a downturn,

High mortgage rates raised the cost of
housing. The only growth sector in an oth-
erwise bleak private housing picture was
townhousing.

In rdontrast to forecast growth in the
housing market in 1992/1993, the Stellen-
boseh-based MFA sees a sharp reduction in
the growth of the nonresidential property

ar(liqgevwal

says, economlst

g
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|
sector in the 1991/199% period.

The envisaged fall-off stems from rising
vacancy levels in the commercial sector,
while the searcity of new work is reflected
.in growing competition for tenders. ..

As a resuli, tender values have risen

. more slowly.

Other indicators of the fall-off in non-
residential building activity include more
freely available skilled labour and a
smaller shortage of building materials.

MFA’s viewpoint of the domestic eco-
nomy is positive.

It suggests the upswing started in the
fourth quarter of 1991 and lists the follow-
ing factors as reasons for its conclusions: a
continued rise in gross gold and foreign
reserves and improved business conii-
dence.

More speculatively, it forecasts a, de-
crease of about 2% in prime interest rates
and a fall in inflation to 12% by the end of
the year. It also foresees controlled growth
of money supply and an expansionary
March Budget.
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Battered builder

s =19z .

"By Ed Wil.zon
managing directer .
Group Five Building ( _'5'2_}
~—
Although things have been quite
tough this year, with contracts
decidedly scarcer, and margins
severely cut, I believe there is
sollne light at the end of the fun-
nel

Confidence is picking up, and

there are good grounds for the
belief that the economy will im-
prove in the latter part of the
year. For example, the drive to
increase exports should encour-
age companies to develop in the
industrial field — and there are
other areas that also show prom-
ise.
Unfortunately, the building in-
dustry has already suffered the
loss of many skilled people who
left during the recession, and are
unlikely to return in any great
numbers.

This means we must place con-
siderable emphasis on training

s hoping for upt

A

urn

Ed Wison

new talent to the utmost of their
capabilities if we are to be ready
when there is an increase of
work.

There is a clear case here for
the unions and contractors to co-
operate for their mutual benefit.
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The unions need work for their
members — and we need work-
ers with a work ethie, who can
rise to the challenge of greater
opportunities,

It is not enough for anyone at
any level to accept a job and
just go through the motions of
doing it. Our productivity and our
standards of performance must
irprove if we are to match world
trends, and the increased expec-
tations of our clients,

In the years ahead, there will
be considerable opportunities in
this country, but if we do not
grasp them when they come,
others will not faif to do so.

We need to get our act to-
gether in good time, and prove
to overseas investors that we can

do the job to the standards they
require.

Potential investors are not en-
couraged by reports of violence
and civil unrest which are seem-
ingly endless. What they look for,
and must find if they are to invest
here, is a stable political and eco
nomic climate.

Tourism, too, should not be for-
gotten, as this is often the first
experience a potential investor

. has of a country — apart from it

being a huge source of revenue to
the economy.

I believe there is great pofen-
tial for the construetion indus-
try in South Africa in the years,
to come — but business is bound
to be different and probably more
challenging.
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Deep in the r@

Activitjes: Property ang township develop-
ment, building contracting and investment.
Control: Grong Kor (50%).

Chaivman; Theunis Baster,

Capitai structure: 12m ords. Market capitalisg-
tion: R6m.

Share market: Prica: 60c. 12-monm high,
85¢; low, 50c, Trading votume fast quarter,
18 300 shares,

Year 16 Feh 28 ‘88 ‘g9 ‘90 N
ST dabt Rm) ......... 1375 132,6 139,9 1412
LT dabt Rm} ......... 43,2 385 27.3 B2
Debtequity ratio ... 324 3,09 3,04 327
Shareholders’ interest 0,18 0.20 0,19 0,18
Int & leasing cover . 1.3 083 opgg 0,44
Returns on cap %) .. 83 72 g2 0,05
Tumover (Rmy) ........ n/d  nid 287 250
Pre-int profit {Rm} ... 249 20,1 17,7 12,3
Pre-int margin %) .. nfa nfa 7.4 4.8
Earnings (¢} ...........- 67.0 (10,4) (10,9} 89,4
Dividends (g} 16 —_ - —
Net worth (c) ........ 461 459.9 4642 363,9

For the past three years, Pretoria-based prop-
erty and construction Broup Bester has been

| sinking steadily into the red, posting growing

losses and eroding shareholders® funds.

The problem remajns heavy debt and ip.
terest charges, though a strategy begun two
Years ago to ease pressure on cash flow a3
well as calling for help from management
consultants is having some, if limited, suc-
cess. In the year to end-Februaty, the
R28,2m interest bill was kept close to the
previous year’s level and borrowings were
brought down about R22m, to R143p,

But carnings plunged 716% further into
deficit. The August interim results showed a
further R2m decline, giving a R12,8m loss.
Naturaily, EPS have been further debilitat-
ed, dropping to a negative 89,4c at year-end,
followed by a negative 107c at the interim,
EPS were lagt positive in 1988, when the
figure was 461¢, The dividend was Passed for
the third consecutive year.

Chairman Theunijs Bester calls the loss
disproportionate, saying it was caused by

4.8m being written back on deferred tax in
the current year, against R6,9m the previous
year. Nonetheless, shareholders’ funds have
dropped from R55,2m in 1989, when the
slump started, to the unaudited figure of
R31,3m.

More than recovery, which Bester does not
foresee unti] next year at least, the main
objective for a company such as this with
total borrowings of more than three times
shareholders’ funds, might wel] be survival,
Bester, however, does not seem particularly

32
worried. He draws comfort from the proper-
he says, has never been

properties are being realised byt with due
circumspection,

“We'll reduce borrowings and our interest
burden by selling Properties, but that is diffj-
cult in the present market,” he says. “We
have to wait for the right time, when the
€conomy starts to pick up.”

That’s fine, but to 5 certain extent events
bave overtaken the traditional nature of the
Broup’s business. It dig well in the early
Eighties on township development and mass
housing. Large-scaje township development
could be a thing of the past and if the group

)
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continues to post such poor results, Bester
may be forced to take whatever it can for it
Property. ’

Prospects for the share are hardly favour.
able. The 50c¢ Price compares with the 400¢
high set in 1986 and the NAV of 261, Only
15 300 shares traded in October and Novem-
ber and none Jast month, Shaun Harris

Tree——
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D&H /EVERITE %

In the bidding F:‘é\\ 19z

Though the building supplies group Darling
& Hodgson (D&H) will be delisted from the

industrial holding sector in mid-February, it
is not the last we have heard of it. D&H —
now a Murray & Roberts subsidiary — will

operate autonomously and keep its own head
office. Moreover, it is the favourite to take

control of Everite from Swiss parent Nueva |

Holdings.
Nueva has called for offers and will give

prospective buyers the chance to carry out |
feasibility studies. It will choose a buyer at |

the end of February. So far, Fraser Alex-
ander and D&H have confirmed their inter-
est. Grinaker, which has a concrete products
division, is also a possible bidder.

Dorbyl says it will not be bidding, MD
Dawid Mostert says Dorbyl looked at Ever-
ite when Nueva previously tried to sell but

decided not to make an offer. He says the |

pipe market Is overtraded.

These are being seen as the more obvious
contenders, though there could be other can-
didates, such as Blue Circle or Group Five.

Fraser Alexander is already highly geared
and would probably need a rights offer to

proceed. This would be subject(‘ﬂie appro-
val of major shareholder Rembrandt, which
may not be overenthusiastic. Everite’s per-
formance in recent years has been noticeably
weaker than that of Fraser Alexander, The
cyclical building industry seems an awkward
fit with Rembrandt’s other investments.

For D&H, funding will be easier as it will
soon be wholly owned by Mursray & Roberts
{(M&R). When it acquired a controlling
stake in D&H from Malbak in October,
M&R announced its intention to delist the
company. The response from minorities must
have surprised even them. -

M&R bought 98,6% of the share capital.
It paid out just R350 000 cash. For the rest,
shareholders were paid R182m. in M&R
ordinary shares. It is using section 440 of the
Companies Act to acquire the rest of the
shares.

Andre van der Colff, chairman of M&R
Suppliers & Services, says Everite would slot
logically into D&H, though any bid might be
made by M&R itself rather than through
D&H.

But, he says, before there is a bld two
main obstacles have to be considered. One is
that Nueva is offering shares in the pyramid
Everite Holdings, which will give M&R a
relatively small stake in the underlying com-
pany. M&R would be unable to rationalise,
say, Everite Pipes and Rocla, llﬂtll it owned a
far larger stake.

M&R does not like operatmg through
pyramids. This may pose fewer problems for
Fraser Alexander — which is itself con-
trolled through pyramid Fralex — though it,
too, would presumably be seeking synergies.

More importantly, Everite’s performance
has been poor. Nobody in building supplies
has done well in the past couple of years, but
Everite has performed even worse than most,
Still, it would not be the first time that
M&R, nor for that matter the team which
Rembrandt installed at Fraser Alexander,
have tried to turn around an underper-
former. ' Stepken Cransion
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HE TITLE alone gave a

magical ring to the re-

cent Golden Highway

Housing Expo that trans-
formed a stretch of raw veld
30 ki south of the overcrowded
sprawl of Jobannesbarg and
Soweto into a model village of
low-cost homes.

Its taunch stirred¢ optimism
among thousands of homeless
black farmilies that South Africa
was on the bnnok of bold new
solutions to a houstng shortage
now grown to crisis levels.

The wave of optimism was
encouraged by the confident
note struck by Cabinet Minister
Leon Wessels when he ad-
dressed the crowds at the open-
ing ceremony.

Here, midway on the Golden
Highway that links Johannes-
burg to the Vaal Triangle, the
Transvaal Provineral Adminis-
tration had set aside a chunk of
land where eager building con-
tractors had the chance to erect
the best bargains they had to
offer within the budgets of low-
income famtlies.

All angles seemed to have
been covered by Govermment
sponsors under the formidable
banner and wide brief of the
Department of Planning, Pro-
vincial Affairs and National
Housing.

It seemed that the sponsors
were striking at the core of the
housing problem when they sti-
pulated that each of the 41 con-
tractors invited to share 105
stands had to keep total costs
jnside a modest R10000 — or as
low as R5 000, if possible,

Affordability was the key-
note. And practicality was un-
derlined wken builders had to
beat a four-week deadline to
complete each house from foun-
dation to rooftop.

Contractors of all shapes and
sizes responded with enthusi-
asm to the challenge. So did po-
tential house-buyers when they
were invited to tour the expo
and select their dream home
while it ran from September 25
to October 9. They arrived in
droves.

A team of contractors from
the African Builders Assocra-
tion (ABA) were elated when
they scooped first prize. Thewr
winning entry — a two-bed-
roomed house, built m conven-
tional brick, with lounge, bath-
room and large kitchen, on offer

| miﬁ 131l .ww.

The recent Golden High-
way Housing Expo raised
the hopes of thousands
of homeless black fami-
lies. But now the expo
site is a ghost-town. Ex-
perts believe it symbol-
ises a lack of co-ordina-
tion in the entire housing
programme, reports
MICHAEL CHESTER.

Empty shells . . . Nema
Tshabalala of the African
Bullders Assoclation and
home-hunter Monica Ndlovu
puzzle over why sponsers have
left a ghost-town behind them.
Across the highway Is the start
of a sprawl of squatter huts
that have sprung up while
business at the expo site
stands still.

Picture:

Jacoob Ryklrf

in the R5 000-R10 000 bracket —
drew the vate of no fewer than
14 000 home-hunters.

The elation has been short-
lived.

ABA executive Nema Tsha-
balala revisited the expo site a
few days ago in dismay. “The
dream has been shattered,” he
sighed. “There was one angle
that was overlooked — home-
buyer access to bond finance,
the key to the whole problem.
Next, there was no planning to
ensure the inttiative maintained
an engoing mementum.

“It's all turned into bitter dis-
appomtment — a classic exam-
ple of the tragic lack of a really
co-ordinated housing policy that
can come to grips with the cri-
sis of the homeless.

“The hopes of thousands of
potential buyers were raised
and then dashed when they dis-

 shatteredc
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covered the harsh realities of
the difficulties of persvading
banks and building societies to
provide mortgage finance for
low-cost black housing.

“Most of the financial institu-
tions have been scared off by
talk of bond payment boycotts,
spasms of violence and unrest,
problems when retrenchments
hit jobs and family budgets, the
headaches of repossessions if
there are defaults on accounts.
“And the problems are com-
pounded by the total absence of
any co-ordination in all the ef-
forts to solve the crisis. There
are grand announcements about
new intiatives from time to
time. Then silence.”

To ram home the argument,
Mr Tshabalala spread his arms,
turned in a circle and gestured
around the almost deserted
expo site. All the demonstration

houses were still standing — but
are locked and harred. The only
trace of the bustle of three
months ago was a handful of
TPA security gnards.

“We had all the fanfare —
but there’s no sigo of any fol-
low-through to keep the mo-
mentum gomg. There are still
late visitors who missed the
show but arrive to make thewr
choice of the house they want to
order. But, as you see, the spon-
sors have not even left behend a
noticeboard to tell them where
to find more information.

"The expo raised afl kinds of
high expectations that finally
someone was serjous about
solving the housing shortage.
All that's left ts a ghost-fown ™

Mr Tshabalala turned and
pomnted across the Golden High-
way Sprawiled across the veld
was a vast jumble of squatter

huts packed into 16000 sites
provided by a controlled settle-
ment scheme, named Orange
Farm, launched by the TPA.

The close juxtaposition of the
two housing initiatives, and the
stunmng econtrasts, seemed
ironical. “Is that going to be the
alternative while the house-
building programmes grind al-
most {0 a halt?” he asked.

“It becomes more and more
obvious that there are crucial
raissing links in the chain of
housing intiatives. Here we
have classie proof that what has
become vital is a radical re-
think of the whole 1ssne.”

Equally bitter 1s a techmeal
expert who acts as a special ad-
viser to the South African Hous-
ing Trust and who was aston-
ished by the high quality of
many of the homes unveiled at
the expo.

“The very successful Golden
Highway Housing Expo,” he has
written in a post-mortem memeo
that has been handed to the
Government, “is rapidly becom-
ing a very explicit illustration
of the alarming iradequacies of
the housing process for low-cost
housing,

“On the western side of the
highway 1s the housing expo, It
is a cluster of splendid little
houses which is a brilliant ex-
ample of how things should be
done.

“On the eastern side is a vast
expanse of squatter huts which
mushroomed overntght. This
awesome sight is a clear signal
of how things should not be
done. There may be very good
reasons for this unfertenate
event, But what makes it so im-

portant 1s the speed at wiuch 1t
took place and the size of the
development

“What we see on the ground
are thousands of families trying
to house themselves Stripped o1
human digmity and encourage-
ment, they battle for servival 1n
what they consider 1o be a very
unequal dispensation.

*If abandoned to rely only on
their own resources they will
undoubtedly lose the battle, and
the area will deteriorate nto a
massive slum of human dis-
tress, crime and violence. This
may easily happen within the
short time-span of three years
The costs will then be astro-
nomieal to reetify matters.

“The problem 13 1mmense,
but the Rousing expo shows us
viable solutions.

“IWmay not be possible to
provide each family with 4 pro-
perly built house rght now, but
a start must be made to demon-
strate concern and a willingness
to assist. We must give gud-
ance and muster some sort of
financial assistance to families
who can afford it

“We must be 11 direct contact

with conditiops on the ground
and synchronse achons where
reguired. This 1s a better option
than to be complacent and wait
for a new South Africa to take
on the preblem.”
@ A spokesman at the Depart-
ment of Plannng, Provincial
Affairs and National Housing
says the expo was organised at
the reguest of builders who
were eager fo display what
homes could be provided in a
range affordable to low-ineome
families.

“It was highly successful and
a full report with all technical
details about the show houses
has been sent to the TPA and
interested parties in the private
sector,” he added. “The matter
is pow in the hands of the TPA."

® At the TPA, an official said:
"We laid on a prometion at the
Golden Highway expo for build-
ers to erect therr houses and
bring them into contact with
potential customers. as they
had requested. We are involved
in the supply of stands and
basic services for housing but
we cannot arrange finance for
house construction.

“It’s now up to the bulders
and home-buyers to arrange de-
tails about actual purchases.” O




M&R could get, slice o

THE finishing touch to Sankorp's re-
structuring of its industrial invest-
-ment arm, Federale Volksbeleggings
(Fedvolks), would see the group’s in-
-ferests in the motor component in-
.dustry sold to the Murray & Roberts
{M & R) group, a source close to the
company said yesterday.

Sankorp CE Marinus Daling con-
firmed that the industrial helding
group’s investments were being re-
viewed as part of a major restructur-
ing of the Sankorp stable.

However, Sankorp had ne inten-:

tion of selling off its manufacturing
interests in Fedvolks, which was be-
ing turned into the “service division”
of the group, he said.
Means of tidying np the group’s
holdings were being examined.
“There is no question that the re-

SEAN VAN ZYL '

structurmg presently under way
should be seen as disinvestment by
Sankorp.”

Daling could not say whether the
Fedvolks moter component com-
panies would be hived off into M & R.

The group’s scrutiny of motor
component interests was a continu-
ing process, he said.

Sankorp, Sanlam’s investment
helding company, holds a majority
stake in M & R, Malbak and Fevolks.

All three have undergone rational-
isation recently, with various of San-
korp's “loose” interests hived off into
the companies.

Fedvolks' interests in the motor

component industry include shock’

absorber manufacturer Gabriel SA,

f Fedvo

First National Battel ifestone
tyre manufacturers, Tnchamp Com-
ponents] distributors of Champion
spark plugs and mdscreen
wipers. fﬂ TI\

Industry sources peg the vd ue of
the motor component interes be-
tween R250m and R300m. 2 %

M&HR CE Dave Brink said al-
though his group had taken a close
look at Fedvolks' motor component
interests late last year, the decision
to acquire the companies had been
turned down. g

As a result, M & R was not pres-
ently inveolved in negotiations with
Fedvolks.

However, he said: “I can’t say our
decision not to acquire Fedvolks
motor interests won't be revised ata
later stage.”

T
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BUILDING and construction shares
have been attracting interest on the
market despite the poor outlook for
the industry over the next 12 to 18
months.

. Althought share prices had not gone up
substantially, investors were taking up
any available shares, dealers said.
syiHowever, interest in the sector has seen
a few counters making modest gains since
the beginning of November. Over the
period Stocks rose 28% to 205¢, Boumat
23% to 430c and LTA 10% to 375c.

+Of the three groups forming the cement
cartel, only Blue Circle showed gains over
thé period. Blue Circle shares went up
133% to R32 over 12'months.

.,t\nalysts said the buying was in antici-
pation of an improvement in building and
construction activity towards the end of
1992 or early 1993. The improvement
would result from the provision of afford-
able housing, analysts said.

Group Five executive chairman Peter
Clogg was hoping for an upturn in the
hglising industry before the end of the

ear.

year.

“We should be spending between R5bn
and:R6bn on housing in this country, yet
we are spending only a few hundred mil-
lions.”

%;Clggg said the rest of the sector was not
expected to pick up before late 1993 or
¢arly’1994, uniess government started in-
Jesting in new capital projects.
#2:0n.the medium to long term, Clogg said
bitilding and construction companies were
o_ffe;x;;pg.a good buying opportunity at cur-
Tentiprices.

tPerhaps the market was expecting us
to do worse, but we have done well under
toughieonditions,” he said.

Clogg- said in the previous recession,
building and construction companies suf-
feredihadly because they tendered below
costitosehinse business: . R

;;tf;féj_:;;ﬁﬁjﬁup Five I have laid-down the
rulgdhatshere will be no tendering below
costifoivany contraets W £ Vi

Clogg' said construction companies
were hoping to get more work in southern

R RE T ORE -2

Building industry
shares lure buyers

.

- " Another analyst said.consttuction com-
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Afri(;g and the Indian Ocean islands.
Group Five was already involved in pro-
jects in Zimbabwe, Malawi, Swaziland,
Lesotho and Mauritius.

However, he said the EEC and the Afri-
can Development Bank were still opposed
to involvement of SA cornpanies in their
projects.

The World Bank was not opposed to SA
companies tendering for its projects in
Africa, but problems were still being ex-

perienced, he said, .,

Spending on infrastructural projects
had been tapering off over the past two
years and was not likely to pick up in the
short term. .

Frankel Max Pollak Vinderine’s Mike
Howarth said investors were buying the
shares on a five to seven year view.

“When the gross domestic fixedinvest-
ment (GDFI) starts moving, getting build-
ing and construction shares would be very
difficult. Tradeability of shares in the see-
tor is very minimal,” Howarth said,

He said building and construction com-
panies were not expected to show good
resulls this year. Although buildifig mate-
rial suppliers offered betterifFopects,
their earnings were also expictedl to de-
‘cline by about 5% on average?}’

-panies had a great future, especially when

«Spending on socio-economic projects
"wstarted-picking up.-They tad also entered

the recession with strong balance sheets,
he said.
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Building the Nation

“THE demise of apart-
heid is a positive factor
for property, but inter-
est rates remain high
and consequently

ousing'i

i - o WA\

lack K

market grOWth weak.” By JOSHUA THE building sector  before the middle of ty market. 1 and low income housing
RABOROKO is mot expected to  this year, according o However, the Indepen- despite the fact that the
show much activity experts in the proper- dem Development Trust ©CORGimy might not im-

and the Urban Foundanon  PFOVE d v
predict a demand-driven _FPam ~ Golding
marginal improvement in  Properties’ director Mr
black housing, Ronald Bmnik said 2bout
The Bureau of Econom- 1'% Price in the middle
ic Rescarch at Stellen- ©°nd lower end of the
bosch University says the Market: ‘‘We feel thar
industry is expected (o un- these have slal:.uhscd and
' dergo structural changes. 99 Mot anticipate any
Most of the activity, the Sharp increase in the com-
bureau says in its report, iP5 5ix to 12 months,
will be restricled fo the  *“The demise of apan-
residential sector. heid is a positive factor
It says the demand for for property, 'bul inlerest
smaller houses is likely 1o T2IS ml'i"“m h'ﬁhl‘md c\‘:’l;
improve while that for bip  5°Quenily market growi
houses will dwindle. weak. Specula&tolr.s whose
- I says: ‘'Non shen-term aclivities have

resideniial _l?uildings ure ;‘:ic:sprr:rﬁk;;efgur?ma?:
not fully utilised, factorics out of siph
: ght.

are rupning well below - > . I
full capacity wtilisation, Our impression on the
there are many vacant of- market at present indicate
flces and shops arc alsg that @ very healthy uptum
standing empty.”’ in prices can be cxpected

The Building in 1993 and 1994, he
Economist Medium Term &aid.
Forecasting ~ Association Independent  Develop-
says residential and non- ment Trusi director of
residential  building ac-  communications, Mr
tivities have diverged i Jolyon Nuual, said the
recent years. trust had 100 000 sites to

The chairman of the be given to individusls 1o
South Afrlcan. Propcrly ercct dwellings,
Owners Association, Mr . i
Nick Harris, predicted thar ~ Judging from that, it
financial institutions Was clear thal there would
would continue to pw be a large number of
pressure on borrowers i blacks who will build
boycotts, unrest and houses during the year.
violence were not There was also  the
stopped. chronic  shortage of

There would br a homes, cspecially in the
greater demand for middle  black community.

T xR




bloey  imhil92
housing

T IS imperative that a workable
ational housing strategy and
olicy, and an effective system of
ocal government to administer
ervice and housing-related is-
ues, be implemented, the SA
uilding Industries Federation
ifsa) says.

In its latest building review re-
eased yesterday, Bifsa says a lack of
ond finance and continuing violence
nd crime have led to the almost
total withdrawal of private develop-
ers from the lower income housing
market, with house-building activity
remaining in the doldrums.

But while conditions in the indus-
try remain sluggish, a significant
short-termi deterioration is unlikely,
it says.

“The low income housing sector is
the most seriously affected, mainly
as a result of the lack of available
bond finance after financial institu-
tions re-evalued the relevant risk fac-
tors applicable to this markef sec-
tor,” it adds.

Building activity levels, dominated
by a fierce tendering environment,
are expected to move sideways over
the next six months to a year.

Bifsa ‘forecasts that the building

cycle will reach its nadir during the
second half of 1992, with a more sus-
tainable demand for building in 1993
and 1994, fading out again in 1995.
However, government expenditure
on schools, community centres and
clinies "Should show sustainable

growth over the next five years due

te current backlngs'
Other go¥érninent non-residential
investment will probably emain un-

Builders ca 1 for

tialsey

der pressure as government tries to
control expenditure, Bifsa says,

“However, non-residential building
aetivity has held up well during the
current downturn, which we believe
to be due to continued property de-
velopment investment by life offices
and pension funds in a competitive
building environment,” Bifsa chief
economist Charles Martin says.

Government investment in educa-
tional facilities also supported the
market, but to a lesser degree.

The industrial market is likely to
remain weak until the economy has
turned around. The office market is
presently overbuilt and improved oc-
cupancies will only stimulate invest-
ment towards 1994

“While the commercial market is
in for a consolidation phase, selécted
investment in black areas by institu-
tional investors remains a real possi-
bility if the cycle of violence can be
broken,” Martin says. :

Pivate non-tesldsntial
o Bullding etarts

' Graphic FIONA KRISCH  Source BIFSA
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IN making an investment decision,
one should avoid companies which
have a mountain of debt because
they are too risky. 'Fheir interest
charges can be erippling and in some
cases not be covered by profits, ﬁ
‘The result in some cases may be: |
@ They will be slow to recover from
the recession even though interest
rates will be lower (but still above-
the inflation rate).
@ They may have fo make large
rights issues at tow share prices.
@ They may have to sell valuable as-

® They may not even survive,
The list of companies quoted on

Trio to look at before
the good times return

One point to bear in mind is that
the market in such shares is limited.

u__m.um_wmmm_onmaunEneuanomm_HEmewmueEmnEnSnch_ms m_
not always have time to do one’s; *huying order. Similarly, it may en-

homework. Sometimes one thinks|
about avoiding investing in heavily|'
indebted companies without both-,
ering to investigate them properly|’

But some of them through skilled
management and good cash mcq\_
quietly repay their debts in a
grandmother’s-footsteps manner.
to the point where they hecome
good investments at bargain
prices.

tail a wait before selling one's
shares. u

If anything should happen to go
wrong with the company, a share-
holder may have difficulty in getting
out quickly.

This i3 a general rale that shounld
never be forgotten.

I have selected three companies
— LTA, Datakor and (Ozz — which I
think you should consider.

{
|

sets at depressed prices.

SiMnds

UNTIL recently, investors
regarded the construc-
tion industry with well-
founded suspicion. By its
nature it is highly
cyclical,

If a company pays off work-
ers in bad times, it will
have to hire untrained la-
bour when the good days
return, This means that it,
will be less efficient.

If it retains labour, its costs'
will be uncompetitive,
Idle plant is another
major factor which adds
to costs. In fact, some
contractors sell off plant
in recession and buy
afresh in a recovery.

In the last recession, con-

tractors generally tended

to keep their labour and
build on paper-thin mar-
gins or at a loss. Although

ns d

{13455 (iaz_.____ &7
this siil] happens, large time made it much more
companies are now more so. Now LTA has a
sophisticated. healthy cash surplus,

LTA s a good example. For LTA financial director JD
the six months to Sep- QOosthuizen says the
tember 1$91, compared . financial improvement is

with the same time in
1990, tarmover was 1%
down and operating pro-
fit before interest wup
13%.

LTA received interest in-
stead of paying it out. As
aresult profit before tax;
was 30% up and after
tax 37% up. The profit
margin on turnover was
only 2,4%.

In March 1989, the
debtiequity ratic was
70% and interest cover
34 times. This does not
sound too serious, but:
thin margins and the low!
return on capital at that

* largely due to good man-
agement. LTA had also
resolved contractual is-
sues which had been out-
standing for some time.
This meant that money
could be released. In
some cases, the customer
did not have the cash to
pay. This has also been
resolved.

Mr Qosthuizen expects LTA
to jog aleng at the cur-
rent levels of business, al-
though profit margins
are a worTy.

LTA is looking at work in
Africa, but funding is a
problem.

tight sh

LY.

e .,
think it is a pity that some|
customers do not thinks

contra-cyelically because] .

they would be able to ne-
gotiate better prices and)
their new plant would
come on stream when
there was a recovery in-
stead of just in time for a
recession, But that is part
of a consfruction com-
pany’s business.

Management expects the
first half’s growth to be
repeated in the second
six months of the year to
March 1992. This sug-
gests earnings of 120c 2
share and a dividend of
34c.

On the current price of
400¢, this would give a

yield of 8,5% and a p-e of
3,3. This should compen-
sate for the risks.

O T
H .

¥

NIC FRANGOS: Dataker boss ride the cofnputer storms in fine style
. . T . m, ““.w - “‘wwuwﬁ“<”,w4 HE

o b _ H -
DATAKOR kas not only survived appalling conditions in the

B

computer husiness where there have been m asualties,
but has fully digested the takeover of Unisys.
When Datakor acquired it, many analysts th t had bit-

ten off too much. In March 1989, shortly after taking over Un-
isys, the debt:equity ratio was more than 100%. Its cash now
easily exceeds ou tanding debt. This is a fine achievement
over2% years. S} Tiwao ( .w.mwvw Fillge

The group covers a wide spectrum of computer operations.
Unisys has been merged with Datakor’s operations to form
Unidata, which is by far the greatestcontributer to the group
as a whole. The fact that there are 20 separate business units
gives flexibility. If one onit is _::&__m a poor year, resources
can be diverted to another which is daing well.

The Joffe division, which trades in the PC market, continues
to encounter tough trading condition¥ However, careful asset
management has reduced Iosses and i is now cash positive.

In September 1991, Datakor had R59-million eash and R24,5-
million interest-bearing debt. Datakot's cash increased after
the sale of its investment in TR Services for R11,2-million.

The R50-million cash had been earmarked to buy a large
holding in US computer company Timeplex, but the deal fell
through. Dataker is probably locking for another opportunity
and will now bave more cash available,

Datakor could earn 22¢ per share and pay 1fc for the year to
March 1992, On the current price of 140¢, this would yield 7,1%
and give a PE of 6,4. This looks cheap.

—Hﬂl!vl_ln S, '-lﬂ-
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Bifsa pleads

ho mﬁﬁﬁ

Tfm, L§
A natwnal housi
strategy must be
implemented now,
says the Building
Industries Federa-
tion (Bifsa).

In its Building

Property &
Construction

FRANK JEANS

Review, compiled
by economist Charles
Martin, Bifsa says:
“House building remains
in the doldrums with the
lower income market the
most seriously affected.

Imperative

“Now, more than ever
before, it has become
critically imperative
that an equitable and
workable housing poliey
and strategy be urgently
implemented.

“Allied to this, is the
introduction of an effec-
tive system of local gov-
.ernment to administer
service and housing re-
lated matters.”

The federation expects
improvement 1n the
middle to upper income
housing market only to-
wards the latter half of
this year.

Commenting on the
“fierce tendering en-
vironment” within the in-
dustry at present, it says
a further significant de-
terioration in business
conditions genera]ly is
not expected in the short
term.

T“Activity levels will
rather exhibit a general
sideways movement
over the next six to 12
months.”

Looking further ahead,
Bifsa sees the building
cycle reaching its lower
turning point during the
second half of this year.
A more sustainable de-
mand for work is expect-
ed in 1993 and 1994.

Rise in building costs,
which have shown a side-
ways movement during
the year, are expected to
decelerate marginally
this year.
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By Michael Che

. LR Th o4 . 0
y{nThe Government has
.l been whged by the Na-
llntional: Association of -
+hiHome Bullders' (NAHB)
sto ‘allocate ‘a'lmasslve’j%
pR1 650-million chunk of}
thet1962: Budget 4o kpe-%
admetal subsidies for*Home-
ofiwless low;income hiack 4
a'l"f A L A B ]
It Mimister of Housin
aliiLeon Wessels has bee
oltThold that bold interven- ,
blistion has become vital to |
i reverse a disastrous.
nslowdown in the flow of ;
affordable new homes. |
iy The NAHB has sug-
gested the expenditure
1 programme should be
idlaunched this year.
4 The subsidies should
take two forms:
®R1500 million a year
, in capital subsidies to
saceelerate the provision
. of serviced sites to no
fewer than 200000
+ stands every 12 months.
' | Momentum
A portion of the total
,Should be channelled
into the Independent
" Development Trust
(IDT) to maintain the
momentum of the ~
91750 million scheme it
‘has launched to provide
'100 000 serviced sites for
Fhomeless families with
Jincomes below R1000 a
“month.
The remainder should
be handled by the De-
ivelopment Bank and

‘earmarked for homeless

SR B e i o LY

Wo W n LA -

At
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A amilies whose joint in-
Vise 0 ‘comes peaked above
Co R31 000 a month.
% . These subsidies _—
_]; should be in a combina-
“{%tion of schemes to fi- L
T nance the dellvery of it

)

"serviced sites or else in -
direct cash subsidies
u.tied fo spending on
“P'whatever sort of shelter
yag chosen by the bene-
ficiaries themselves.
@ R150 million a year
ushould be ploughed into
“first-time home-buyer
Fiunbsidies aimed at fami-
lies in slightly higher in-
‘““sbome brackets — cover-
ing one-third of the in-
ierest patd on home
';;bonds for seven years.
The NAHB estimates
“Yhat this second pro-
g"gramme would facili- :
?'tate the building of at
: least 110000 houses a o
"i;ear in the price range
[ ‘between R12500 and
RE5000. ° .
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: 'nj‘,gﬁn%‘;jgarvieﬂ.has‘been
aggpi,inted“{ﬁto the new post
ofﬁpfgqéputg.‘ chairman at
staueh Vorster.
Garviejhas worked for
the'firm of architects for 27
yedrs,and recently moved
toJohanneshurg -from the

Durban office.

“My main focus is to im-
prove our team architec-
ture’ approach,” he said.

* {"This’, means involving
the clierit in brainstorming
sedgjonswhere he is in-
voly&d and identifies with
thégprocess, and the solu-
o /p{P) 2 f A

I\‘@z,mag‘ement would: also
be ‘more involved infithe
projects — from the con-

Garvie appointed deput@
chairman at Stauch Vorstet

since it was established in
1980 and the need for addi-
tional leadership skills was
identified,” said chairman
Robin Vorster. -
“Garvie's particular de-
sign skills, diverse eXp e
ence and clear understand-
ing of the needs of property
investors and institutions
will be used to the full in
the Johannesburg business
environment, and will
complement those of¢ the
existing team.” ;
Garvie said Johannes-
burg was vibrant and excit-
ing from an architegtural
point of view, and offered
* Gpportunities not available
in Durban.

ceptual to the final stage.
Piojects where this -ap-
prodich had worked were
the! Development Babk
pujlding in- Midrand, the
Rand Water Board build-
ing; Norwhich Life in Cape
Town and the the President
Hotel in Sea Point, Je said.
Garvie has beenu:in-
volved in the desigh of:@
number of buildings that
haye, helped develop
v 'zsyorster’s reputa-

Wil Johannesburg

office has grown steadily
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is TRUE energy efficiency in
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D it

ing, it was
achieve,
1evel

B\_ﬁldm ee 2
prices 5% this e drop 10 b
n the labo ) or major T ag ende hortages materid

ductions in the ndustry’s yabour force are “All materials are currently freely
unlikely, although jsolated retrenchm ts availabte, put We expect this situatio
are still possible in . 7 Martin says-
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'I‘HEBmIdmgIndusmts onol'Sonl.hAﬁlmhas
wﬂedfo:amnonalholmngslrmegyandpohqtobe
urgently implemented. A

lnllslaiestmpomlsaysﬂlebmldmgofm:ses.espe-
cially lower income ones, is still in the dolkdroms.

This is cansed by a lack of resources. . csxf - -

Last year, the organisation says, “ovemll business
conditions in the building indnstry remained rather slug-
gishand mostcontractors and sub-contractors complained
of a fierce tendering environment™., - -

F or

RN -Competition .

_ It does not expect a further deterioration: in business
_conditionsinthe shortterm. According tothe organisation,
itexpects building cosistoincrease by 13 percent this year.

i However, itsays, these costs could have been higher but
amknptauhsslevelbemmeofknenwmpeuuonbetwem
' tendesers. A
- Aceordmglo:heorgamsauon,lastyearsshmageof
7 building materials had now been overcome, but this trend
ioouldberevusednextywwhenmeemmmymll
* presumably be in an upswing. ;
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UK construc

CAPE TOWN — Multinational Amec
plc, the largest construction com-
,ﬁlauy in the UK, has decided to invest
SA, having identified the country
asone of its primary areas of interna-
onal expansion.

=1t plans to use SA as a permanent
bise to spearhead exports of offshore
and onshore petrochemical and oil-
from-gas constructions into Africa
and elsewhere,

»Amec has an annual turnover of
about Rllbn and took the largest

of the construction and design
of the North Sea offshore platform,
sAmec director and group chair-
mian of the corporation’s process and
energy sector Dennis Clark saig
Amec also wanted to take advantage
of the anticipated growth in construe.
tibn work when foreign investment
flowed into SA in future.

«Clark and his team heid meetings
with government officials and
leaders of the engineering, pétro-
chemical and construction industries
last week with a view to finding part.
nérs for joint ventures,

“Amec used mainly jolnt ventures
on a 50:30 basis in its international
ifvestments, Clark said, with the
local partner providing construction
féeilities and Amee introducing new
technology.

#Llark sald in an interview the re-
sponse to Amec’s involvement in SA

LINDA-ENEOR

had been enthusiastic.

He would like to see the corpora-
tion established in SA by mid-year
and to have a local operation up and
running in 12 to 18 months. He koped
within a few years to have a business
generating a {urnover of about
R250m annually.

Clark zaw SA as a base for fabri-
cating and exporting offshore plat-
forms to Nigeria, Angola and the
west coast and possibly to Indonesia
in the Far East. g/c?;;q 92

- Success l ]
L ™

The international demand for off-
shore platforms was satisfactory,

tion
T
P

Clark said, with total world invest-"

ment in offshore development fore-
cast to reach $80bn between 1993 and
1995. Growth points identified by
Amec were Southeast Asia, Malaysia
and Indonesia.

Amec was invoived in two ven-
tores with Dorbyl Engineering and
Babcock Engineering to comstruct
and fabricate 80% of the topside of
the Mossgas offshore platform. Its
share of the project was worth about
R300m and its success prempted an
Investigation into further involve-
ment in SA.

Discussions have been held with

O Invest in SA

Dorbyl and Babeock about extending
the relationship into further offshore
projects.

Clark said Amec’s investment in
SA was posstble only because of the
expertise developed locally during
the Messgas project.

“We have no desire to use large
numbers of UK people as SA has
competitive labour costs. The cost of
adesign engineer, for example, is less
than half that of his counterpart in
the UK,” Clark said, adding that
equipment procurement also had
competitive advantages provided ip-
flation was kept in check. .

Amec was also keen to get in-
voived in onshore work such as the
design, construction, maintenance
and refurbishment of petrochemical
plants and refineries in SA. While
Amec had missed the frecent wave of
refinery expansion, further an-
sions were in the pipeline, mke
said.

As world leaders in environmentai
pollution control, Amec believed
there were opportunities in this area
in 8A and had also identified phase-
one engineering as a growth area,

Amec’s initial capital investment
would not be high but later it would
be necessary to enhance the fabrica-
tion and construetion faeilities of jtg
local partner and to invest in sophis-

ticatdd computer design equipment, ‘
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THE lack of an agreement for unskifled work-
ers continues to have an adverse effect on the
Industrial Council’s finances and on the SA
Master Builders’ Association’s financial posi-
tion, the association says in its latest annual
report.

“Should more employers decide not to volun-
tarily pay contributions and levies, this situa-
tion could soon become terminal,” says direc-
tor Basie Pretorius.

In addition, the perception of the council, its
staff and operations as a “policing of the indus-
try” continues to bedevil attempts to change its
image. “The council is actually an agent acting
on hehalf of the best interests of the employee
and the employer. Little eredit is ever given for
the work done in the administration of employ-
ee benefits and training and development with
the building industry training schemes.”

Non-enforcement of agreements in black ur-
ban areas continue to cause concern, with un-
fair competition within and outside those areas
harming the industry.

Employees are also being exploited by being
paid low wages aiid’Yaving no benefits pro-
vided. Employment over the past 18 months

Builders’ body undgr

L
has dropped about 20% bEcause of the reces-
sion, w

“The consequences of increasing the
countrywide unemployment are frightening as
there is a growing number of jobseekers whe
are unlikely to obtain employment for months
or even years,” Pretorius says. 3

While good quality skilled employees are
generally in demand, productivity is still a
major employer concern. This is worsened by
outside influences like trade union activities,
negative political activities and tlie economy.

Total employment izt the Transvaal has fal-
len 15% to 35 256 in 1991 from 41 371 in 1988, and
17,5% year on year. However, while the num-
ber of semi-skilled employees dropped 12,5% to
6393, the number of unskilled labourers
plunged 25,4% to 23 034 over the year.

In 1988 there were 21 strikes in the construc-
tion industry. In 1989 there were 60 and in 1990
there were only three. ~ml

Pretorius says that while the biilding indus-
try is still experiencing recessionary condi-
tions, it appears the “deterioration rate” hag
slowed down, indicating that a turning point
may have been reached.

[
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CONSTRUCTION and building group

Stocks & Stocks upped taxed profits [v5
16% to R10,698m In the six months to’
end-October, but a loss from associat- 1B
ed companies saw attributabile profit |

rige by only 12% to R10,116m.
These results were achieved despite the

continuing recession and socio-economic %
turmeil in the country, and were “yery [a;
good considering the very trying circum- |2

gtances”, said chairman Reg Edwards:

“However, the results take into account ;

the cost of rationalisation of certain of our
competitive sub-contracting operations so
they can focus on providing high service
tevels to in-house and key clients only.”

The group’s Cape joinery business, Phoe-
nix Doors, was sold recently to Yorkcor.

A dividend 22% higher at e a share was
declared on the back of static earnings of
19¢ a share, while turnover rose 22% to
R$39,632m from R669,073m.

Tmproved turnover compensated in part
for a tightening of margins which, with
strong working capital management, fur-
ther strengthened the balance sheet.

Interest on borrowings was reversed
from an outflow of R5,3m to an inflow of-
R1,5m and cash balances on hand amount-
ed to R61m on.October 31.

Expansion into other southern African
countries, including the Indian Ocean is-
lands, combined with innovative job crea-

45

tion and prudent property development
and expansion, saw the group in “an ac-
ceptable work-on-hand position”, °

Stocks Systems Technology was now
among the 10 largest local providers of
local information technology.

Stocks Housing, the group’s core busi-
ness of general building, property develop-
ment and house building performed well
while the leisure division continued to be
an increasing contributor to profits.

The share closed at 200¢ yesterday, after
being bid down at 190c and on offer at 205¢c.
At the closing price, the share has an earn-
ings yield of 235% and a dividend yleld of
5,5% compared with a sector average of
11,9% and 4,8% respectively.
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Housé&®|
sales hit
by SA’
buildi
slur

(T m)
SLUGGISH conditions in
{he building industry are fil-
tering through to the re-
sidential property market,
with house repossessions in-
creasing and signs of a drop
in the number of estate
agents. L.

The Building Industries
Federation of South Africa
(Bifsa) says house building
activity i siow, while the
managing director of Seeff
Residential Property in
Cape Town, Samuel Seeff,
warns of a shake-up among
estate agents this year, with
some already cutfing com-
missions.

He says the first to go will
be inexperienced and poor-
ly-trained estate agents with
limited capital whe entered
the market when conditions
were good, .

He sees the readjustment
of the housing market con-
tinuing throughout the year.

Potential buyers should
make 1992 the year to pur-
chase their property, says
Mr Seeff, as prices will start
io rise after the period of
adjustment.

Bifsa says a lack of bond
finance and continuing vio-
lence and crime have led to
the almost total withdrawal
of private development from
the lower income housing
market.

In its latest building re-
view, Bifsa says “the low iu-
come housing sector is the
most seriously affected,
mainly as a result of the lack
of available bend finance”.
Building activity levels are
dominated by a fiercely
competitive environment
and should reach their low-
est point during the second
half of this year, followed by
a more sustainable demand
in 1993 and 1994 and a fad-
ing out in 1995.

Bifsa adds that govern-
ment expenditure on
schools, community centres
and clinics should showsus-
tainable growth over the
next five years due to cur-
rent backlogs.

“Non-residential building iy
activity has held up well
during the current down-
turn, which we believe to be
due to continued property
development investment by
life offices and pension
funds in a competitive
building environment,” says
Bifsa chief economist
Charles Martin.

He said the industrial
market was likely to remain
weak until the economy
turned around, while im-
proved occupancies will
only stimulate the overbuilt
office market towards 1994,

“While the commercial
market is in for a consolida-
tion phase, selected invest-
ment in black areas by insti-
tutional investors remains a
real possibility if the cycle
of viclence can be broken.”
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After an extensive rationalisa-
“.Eg N exercise, which included
"tthe retrenchment of 20 percent
of the workforce, buijidin sup-
plies group Everite has bounced
back with a g0 percent surge in
interim earnings,

Managing director George
Thomas expects the group to
continue its earnings growth for
the full financial year even If,
as expected, there is no pick-up
in the economy,

Mr Thomas does not disclose
details of negotiations involving
the sale of the controlling stake
in Everite by Swiss-based
Nueva Holdings, which was an-
nounced last November.,

The group’s turnover was u
by 10 percent to R183,3 million
{R166,3 million).

verite’s restru

Operating income incr_ea_sed
by 33 percent to R26 million
(R19,5 million).

Everite’s conservative re.
placement-cost depreciation
policy knocked R13,8 million
(Ri2,2 million} off Operating in-
come, but higher investment jn-
come lifted net income by

91 percent to R7,9 million .

(R4,1 million).

After additional costs of
R1 million relating to the re.
structuring, attributable earn-
ings rose from R4,1 million to
R6,9 miilion,

Earnings per share were up
from 4,7¢ to 89¢.

Mr Thomas says that histori-
cal cost depreciation would
have pushed earnings to 16,2¢
1oc),

The interim dividend has
been raised by 25 percent from

f:;:‘ ]

detobe, | ? @

The restrifcfuring hds also

Seen a substantial improvement
in the balance sheet, = v~

Thomas says Everite will

enter the upswing with 0o debt

on its book and gearing“of less

ent.

Furthermore, the group can

easily boost output as capacity

utilisation at its factories is
running at enly 50 percent.

“On balance, it is unlikely
that long-awaited spending on
affordable housing and infra-
structural developmept will
materialise in the current finan-
cial year,” he says.

Nevertheless, he €xpeets a re-
peat of first-half resnits for the
full year, adding that a pick-
up in the economy would result
in a further meaningful im-
Provement in earnings.
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"Low-cost ousi

to a ha}m 2 %perts

SOUTH Africa’s home building indus-
try for the ‘‘affordable’ income group
is,giinding to a halt due to a number of
problcms facing the industry.

Accordmg to experts in the industry,
there is an entangled housing policy,
whaiting for the De Loor Commission
report to give it direction.

~Then, the state of the economy and
the high interest rate om mortgage
bonds have made “‘affordable’” homes
“‘unaffordable,”” they maintain.
* Thirdly, and most significantly, the
disrupted socio-political environment
in the black residential areas where
these homes are provided has scared off
the institutions which normally advance
mortgage bond finance.

Time Housing financial director Mr
Notman Jeffrey says that, despite a
number of announcements of billions
of rand being injected into socio-
upliftment programmes, the pace of
house building is slumping alarmingly.

Major players in this programmes in-
ciude the Independent Development
Trust, the Urban Foundation, the pri-
vate sector and the Government,

Jeffrey said: ‘““There are about
18 000 houses built in this so-called af-
fordable market in 1989."" he said, ad-
ding, ‘“This dropped to 15 000 in 1990
and fell to some 10 000 units this year.

““This is at a time when millions are
homeless.””

He painted a stark picture for the fu-
ture lor those wishing 1o buy homes in
the R40 000 to R70 CUO price range un-
l'essiﬂ‘iere were some major structural
changes.

He held out some hope in the De
Loor Commission'’s report on housing
which is expected now to bg released

this month. . . financial institutions.”

It [was originally scheduled to be
released last year.

Jeffrey criticised the decision by the
IDT to give low-cost housing capital
hand-outs (R7 500 a unit) as it im-
possible to satisfy the enormous
demand and was creating further ex-
pectations that could not be met.

“In addition to creating expectations
for those who also qualify for the capi-
tal subsidy and cannot get one, those
who have purchased their properties
previously without the subsidy are now
bitter,"" he said. B

Since it opened its doors the IDT has
received and marshalled its funds, es-
tablished its philosophical and opera-
tion principles and allocated more than
R1,4 billion to about 150 major hous-
ing, cducational and health-related
projects, according to chairman Mr Jan
Steyn.

He said: ““This took place against a
backdrop of momentous political
upheaval, and of socio-economic con- §
ditions and trends which variously gave §
cause for great hope and despair. i

“These factors brought intense g
urgency and pressure to bear on thg: 8.
trust’s operations,” he added. '

Jeffrey said: **These enormous sums g
of money should be used as a catalyst ¥
to stimulate investment in housing. In- }
stead of granting lump-sum payment up
front, it would be much better to sub-
sidise first-time home buyers’ interest §
costs over an extended period.

““This would create a much needed
multiplier effect in gearing finance.

“*Political unrest, violence and non-
payment of bond instalments appear (o
be retreating and this improved climate
should reintroduce 40 the :ndustry
sorely needed loan;r,ﬁnance from ‘thé
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Client guarantee
protect new pool

By John Mille ‘gb
Star Line

The South AfriéBE/Fi-
breglass Pool Builders
Association (SAFPBA)
has introduced a client
guarantee fund which
will protect new pool
owners against those
members who have been
suspended, expelled or
declared insolvent.
Newly appointed
SAFPBA chairman Hugh
Temlett said the associa-
tion’s guarantee fund
would cost pool buyers
R125, and unlike that of
the National Spa and

" Pool Institute would be

payable by the client and
not the buitder.

“The once-off payment
which must be made be-
fore building starts will
cover the client for the
period of guarantee, The
fibreglass lining and any
water leakage is guaran-
teed by all our members
for five years and pav-
ing, pump, motor, filtra-
tion and any other build-
ing work is covered for
six months.”

+ To make sure that its
members adhere to vari-
ous specifications, the
association has also ap-

pointed an inspector who
will visit sites on a ran-
dom basis,

Similar inspections
will alsv be carried out
by the-fibreglass manu-
facturers who also intend
future blacklisting of un-
scrupulous companies.

At its meeting last
week, the association
also agreed to a disci-
plinary code,

“If a complaint is not
attended to, the associa-
tion will send a written
warning giving the mem-
ber seven days to re-
spond and repair any
problems.




STOCKS & STOCKS
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Building cash

: 3L
Property developer Stocks & Stoksappears
to be focusing on CBD censtruction, which is
playing a growing role as a provider of work
to group construction companies.
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Contracts include a R2 oint project
with Grinaker opposite Sandton City, while
the Portswood Ridge office-retail-hotel de-
velopment at the Victoria & Alfred Water-
front in Cape Town is for R100m,

Development areas wijl include budget
CBD hotels in the main centres. Estimated
rates for such three-star hotel rooms are

" around R145 a night,

In the half-year to October, turnover ad-
vanced by 25% — partly boosted by comple-
tion of the R130m Carousel project — byt
Inargins were squeezed and EPS rose by only
12%. Sound working capital management
pushed up cash holdings to Rélm and
strengthened the balance sheet, Dividend
policy will remain conservative; cover is ex-
pected to rise to four,

The group’s strength lies in its diversity,
Construction remained the main activity,
generating half of the revenue; other activi-
ties include informatjon technology, hotels
and leisure. Chairman Reg Edwards says

RIGHER STILL

Oct 31 Apr30 og 3

‘90 N "
Turnover (Rm) ... 669 687 840
Pre-tax profit {Rm) 11,3 16,2 13,4
Attributable (Rm) _ 9,0 14,1 10,1
Earnings {c} 19 28 19
Dividends {c) 4 6 5

Six months 1o

80me competitive sub-contracting operations
will change focus and provide in-house ser-
vice to key clients only,

House construction (Stocks Housing) ex-
panded into Botswana and Mauritius, Esti-

+ mated output is 7 000 units a year.

Hotel and leisure operations are an in-
creasing conttibutor to profits. Backbones of
this side are Kwa Maritane and Verwoerd-
burg Hotel, According to ex-Southern Sun
MD Bruno Corte, who now heads Stocks

Leisure, the existing pattern of demand —

- 80% domestic, 20% foreign — could swing in

the next few years to g 60%-40% split on a
large foreign tourism inflow. .

At a 12-month high of 205¢, fhe share
Price is up by 71% since last January, trading
on a discount of over 30% to NAY, with an
earningsr"fnultiple of 4,4 and.dividend yield of
5,4%. The share is tightly held — about 80%
by employees and directors. Basi} Barber
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melcor acquisition still to
make an impact, the share
has all the potentiai of being
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my first choice for solidity
fmd growth remains the 1997
ist.

R60m 0
Glean:y

WORK is progressing at one of
the world’s largest waste-wa-
ter purification works north of
Sandton, (A

The R60-milfion contract
has been won by Gillis-Mason
Construction and the project
at the northern wastewater
purification works is expected
to be completed by April next
year. There will, however, be a
phased hand-over of some sec-
tions before then,

The contract includes 26 cir-
cular concrete tanks 25m to
gsm u; di.':tmel:tglrn and Srg tt.la 6m

eep, four rectangular biologi-
cal preactors, a 40000m® hal-
ancing tank and a chlorine
maze and aeration oxe.

has launched the Afriea Infor.
mmation Unit to capitalise on
opportunities in Africa,

The unit will provide Sonth
Africans with information
about Afriea from databanks,
Journals, newspapers and spe-
cialist reports.cl Jz l q2

It is also in contact with
national and international in-
stitutions and research organij-
sations involved in Africa,

The pmit’s range of special-
ised services include a busi-
ness retwork database which
provides business and govern-

h\ment contacts in  specifie

countries,

"., o
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A SUMMARY of the week's

€orporate announcements,
MONDAY: Dorbyl warns, Penpin delists. Mediclinic warns, Upi-

con, Unidev warn, M-Net's rights offer 106% subseribed,

TUESDAY: Venter Leisure and Commercial Trailers (Ventel) to

list. It will raise R25-millign through a private placing of 13-mil-

éi/ozn alnd a 2%%:11'(: offer of 4-miliion shares at 150c. Offer opens
, closes 26/2,

Voortrekker Pers to raise R6,3-million through the issre of 78
shares for 100 held at R15, Jast day to register 7/2. Absa retaing
Central as registrars,
WEDNESDAY: Sasol to issue 10 8,5% convertible debentures for
every 100 ordinaries held at R1850, bast day to register 14/2. CG
Smith Sugar prospectus issoed, a warns of a possible
change of control. PGSI to buy Pilkington's 48 4% of Glass SA for

R525-million with effect from 31/3.
THURSDAY: Fedsure members wmay exchange 100 Fedsure for-
40,3 Investec Bank shares, Offer opens 10/2, closes 28/2. Ventel
prospectus appears,

FSG, FSI, Waicor, W&A warn of negotiations. Otis'to raise R7-
million, issuing 20 shares for 100 at 220c.
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Groun Five has been building an in-

GROUP Five's R86,7-million tender -—

supported by Fedlife — for control of By JULIE WALKER dustrial arm in the construetion-related
Everite ‘Holdings has been accepted by business for three years. It is estab-
disinvesting Swiss group Nueva. Fverite members because the pyramid lished in formwork, scaffolding and re-
Group Five executive chairman Pe- was formed before the rules were inforcing as well as water and sewage
Ez; 8Clo,c,'ghmakes lighié/ of the price of  changed. plant operation and maintenance.
85 a share — 2 41% reminm over e po s o fibras
R Soe of R7 — for 88-million Pttt r{ﬂep‘s’fﬁ;’;hgoﬂf, ashare  Everite’s strongls o fibre

- = einforced cerm t sheeting, pipes and
e i Bvhold, This will give Group  cash. The cost for 51% will virtually T AIners, e aryare, pitcl

Five 51%. wipe out Group Five's handsome cash & and plass-fibre reinforced plastics
“If the company is a good one, you  pile, but arrangements have been made gﬂi—rconr;tr%céin a;d agﬁcmmrg
can't really pay too much. But if itis a to secure further lines of working cap- '
bad one, you can’t pay too little” says  ital through French Bank. French Bank “Fhe two make an excellent fit,’says
Mr Clogg. has aiso bought a block of Everite Mr Clogg. “There is virtually no overlap
Evhold has 56% of Everite, whose  shares. of product range.
. operating income was 33% higher in the
{ six: inonthsto December.after rational-j|
, igation, ‘under. ‘the .managemeént . of;
; George Thomias. .., ookl

i+ Nueva said'in Décember it wanted to.
ell 'Byhold. 'In 1987-it redficed: its per--
‘centage; holdifig while retaining control.,
- of the operations:tlirough the, formation,
Ot pyramid Evhold.\c, = R
. “Hiyheld . shares:: should *; technically
trade:at'thiree tirres the price of Jver-
Jite; but have jalwa(};s;;Jygded,; at a. dis-
count. The last tra es_were respective-
Iy-at 700¢_and 300c. I Evhold traded at .,
its thedretical value of RY, the prémium |
offered 'by: Group Five is' much-lower,
- Thie’ deal:is;conditional on an offer to,
",the minority;of Evhold, but the JSE has
‘ruled;it. is; ot Hecedsary to buy."out’:
= = Ene T i

TEEERE
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Evhold \is the controlling trenchment of about 20 percent

“ Constitetion company Group® * company-of Everite, which  of the workforce, as well as a It is also reported thal
C on ¢
|
1

French Bank of SA, merchant

" Five has acquired a controlling manufactures a wide range of  strengthened balance mwwmw. bankers to the issue, has Sng.,mq

" stals in Everie Holdings from | go0ds for the construction in- As a result L : : 1 diod it
. Stake 1 LY . . i e , operating earn- stake in Everite and will pro=itii
", its. divesting Swiss parent dustry ings in the six months to end-  vide Group Five with additional- g

- an_qm Holding for R87million. : The offer price is well above  December bounced back by  working capital after the tak

| the ruling Evhold share price of 33 percent to R26 million on a over. :

. T00c, but analysts believe that 10 percent rise in turnover to
the recent turnaround in'  R183,3 million.

Yverite’s financial performance

justifies the price tag:,. . - 3
] prt e 50 percent capacity utilisation, I December last year because!

:
{
1
m
' They add that two of three  and is well-placed to take ad-  of a strategic refocusing of its:
W&mﬁ.oﬁuﬂﬁ.m noEumEoum vantage of,an, upturn. worldwide businesses. o
w
M

<
i.
Nueva announced its decision 1'}.
to sell its interest in Evholdina |

~ . The acquisition, which was
. annoomced over the weekend,
; will probably ‘result in Evheld
* taking Gvet Group Five's indus-

trial interests, creating a com-

pany with’ annual turnover in
- the region of R450 million.
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The group is 2:5..5 g at cautionary note to sharehiolders

Vo g e e

- Kecordingafo, therannounce,

ment, Groupikive will'pay-985¢--

were also interested in acquir- RS e g -

, Ty LR IO PR TANURP PR s
ing the group, which ha ﬁmwm@o@_. . Analysts say that Everite’s in1B87 it had already.fexzfs
N € 3 Group-t thiroughthe foiriation” of the,

: LRI . business -will complement the. . duced its: direct Stdke-in kmqmmwmm.,“

A up the asking price. building supplies arm 0 -t €
Evhold; gonditional on the offer Over the past year Everite Five, which focuses on form- pyramid company, Everite
being extended to Evhold mi- , has undergone extensive ratio- work, scaffolding and mainte- Holding.

o . \ ] . — -

a share for 8,8 million shares in

H




Group Five pays R86r

GROUP Five's successful offer of R86,7m
for a 51,6% stake in Everite Holdings (Ev-
hold) was R25m higher than the two closest
bids, market sources said yesterday. Ev-
hold owns 56% of building materials group
Everite. (O 1O 2|q

The acquisition would reverse Group
Five’s cash positive situation into gearing
of up to 30%, chairman Peter Clogg said.

However, he said that by the end of the
financial year to June, Group Five counld
have returned to a cash-positive position.

It was announced at the weekend that

hi due diligence exercise
mﬁ;@% Wednesday, Group ‘&ive N

would acqpiire 8,8-million shares in Evhold
from Swiss group Nueva Holdings for o85¢
a share.. £}« g

Gmu]; gre will extend a similar
underwritten by Fedlife Assurance, to
hold minoiities.

In the second leg of the deal, Nueva has
sold its 9,9% direct stake in the Everite

offer,
Ev-

vhold

NI SIKHAKHANE

_

Group to the French
Africa (FBSA) for an
328¢ a share. Clogg said

Bank of Southern
‘estimated R29m or
that the FBSA deal

* was conditional on Group Five acquiring

the 51,6% stake in Evhold.

According to sources, Group Five's ten-

der was 40% higher than the two

closest

bids of 700c a share by bulk materials

handling
ander) and Belg
groups’ evaluation of Ev
... Murray & Roberts, which
L'y tipped to take over Evhold, di
"M &R CE Dave Brink told B
last week that
in certain parts of Everite's busin

Group Five's offer is also 16%

had be'*

that the ruling market price of B

+ share,
-« « However,
O To Page 2

group Fraser Alexander (Alex-
ian group Eternit. The two
ehold was similar.

#-wide-

d not bid.
usiness Day
M & R was only interested

ess.
higher
75¢C a

the offer represents a discount

Group Five B z:{orL

of 22% on the stated net asse
ngi7z ngax;; Decemnber 31. t value of
ogg Group Five had to pay more
than others because being an lndliap%ndent
group could have prejudiced lis chances.
Evhold will ultimately house Group
ﬂige's:ﬂinldustrial operations, creating an

ustrial group with turnover
R400m, Clogg sgid. of about
“Group Five's initial investment was in
strategic businesses in the construction
services area, such as formwork and scaf-

folding and reinforcing steel,” he sald.

.@ @ CJl From P

“This was expanded into the o] on
and maintenance of water and sewage
treatment plants and floor and wall clad-

ding and more recently into ready-tnix
concrete.”

Group Five's ultimate intention is to
increase its holding in Evhold. One possi-
bility would be for Group Five to do a deal
with Old Mutual, which with 19% is the
second largest shareholder in Group Five.
0ld Mutusl also owns 16% of Evhold and a
direct 25,5% stake in the Everite Group.
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Business Day Reporter

ENGINEERING firm GH
Marais had been awarded a
Z$30m contract as consuli-
ing, electrical, electronic
and mechanical engineer
for a shopping centre to be
built in Bulawayo, the firm
said yesterday.

The centre will be the
largest in Zimbabwe.

The firm, which was in-
volved in the construction
of similar shopping centres
such as Sandton City in Jo-
hannesburg, will handle the
design of elecirical and me-
chanical services for the
centre, including lighting,
fire-fighting and security.

Construction is to be fi-
nanced by the Mining In-
dustry Pension Fund
{MIPF) whose CE, Sam
Nkomo, is the brother of
Zimbabwean vice-presi-
dent Joshua Nkomo.

The contract represented
a major breakthrongh to
carry out similar projects
in the future, G H Marais
chairman Ferdie Geyer
said in a statement.

“While the business sec-
tor of Zimbabwe has at its
disposal a fairly strong in-
frastructure, there is still
considerable scope for ex-
pansion and the need for
large shopping centres is
increasing,” he said.

Geyer said the firm
would use its offices in Zim-
babwe to establish new
links with other countries
in Africa.

He said the company was
looking at undertaking pro-
jects in Kenya and Angola.

The contract was award-
ed to GH Marais as they
had already established a
company in the country,
Nkomo said,

The MIPF manages as-
sets of over Z$500m and its
property portfolio is worth
about Z$100m, Nkomo said.

The fund planned to in-
vest in similar projects
throughout the eountry.




A few hours of life

The shortest-lived ingects are mayiles.
Ephemeroptera. which often live for
only four 1o five hours — or. at most, a
few days The insect with the longest life
15 the queen termute, which usually lives
for 15 1o 20 years Most nsecis have an
active adult hfe of a few weeks.

Reader's Dhgest Book of Facts

*Frrty

For better living

Wednesday February 12 1992

Balls of

The Usborne

fire reported

“Firgbafls"” may or may not exist. There
have been many reports of pear-shaped
balis of fire fioating Into houses and then .
exploding. in 1980 a motorist in Britain
saw a flashing ball of fire pass his car. It
then exploded quite harmtessly.

Book of Facts and Lists

contact Strutk publishers.
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Getting, under

Matric exam resuits are
out, and there are often
many questions about
where to get them, and
what they mean. Llearn &
Teach moagozine tries to
answer some of these
questions . . .

How do [ get my resuits?
Your exam results are re-
leased as a Statement of Re-
sults. They are seni to stu-
dents’ exam centres, where
they can be collected. These
are provisional resuits.

What if I don't get my results
and other students at the
same exam centre do?

First make inquiries at your
exam centre. If they can't
help, contact the Department
of Education and Training.
What is Full Matriculation
Exemption (“M")?

This shows that a student has
the necessary requirements

to be considered for admis-
sion to university and some
college and technikon
COUrses.

What is a School Leaving
Certificate (“S")?

This shows that a student has
passed Std 10 and has com-
Ppleted secondary schooling.
What do the syinbels on the
Statement of Results mean?

RHegolar symbols

standin

g sk

Minimue pass mark per sub-

Jeet:

Higher Grade (HG)40%, er an

B

Standard Grade (SG).33,3% or

anF

There are two exceptions to

these minimum pass rates:

For an African language or
third language on the Higher
Grade, you need 33,3 percent,

For subjects

For aggregates
(they might not appear
on certificates)

A = 80% - I00%
B =70% - 79%

o= §0% - 697
D = 50% - 59%
B =40% - 499%

F = 33,3% - 39%

FF = 30% - 33%
G =20% -28%
H = 0% -19%

Aggregrtes needed to
get a Matric Exemprion
Certificate

A = 1680 -2 100 marks
B = 1470 -1 679 marks
£ = I 260 - 1 469 marks
D 1050 - I 259 mrarks
EI 950 - I 049 mmarks

Aggregates needed to
£get a2 School Legving

Certificate

E = 840 - 949 marks

F1 = 720 - 839 marks

Failure

g matricre

oran F: and ﬁqw
For a second language™on the

Higher Grade. you need 333
percent or an F.

Additional symbols

These appear after regnlar
symbols:

# .. means the resuit has been
changed

from HG to SG so that the
student can pass

(PEND) ... means the result

may change or
it is not yet ready

Who can write supplemen-
tary examinations?

All students whe fail exams
can rewrite them. Studeats
who gret at least 25 percent in
a subject they wrote 1n No-
vember can rewrite that sub-
ject in Mareh at a cost of RS
a subject. Students whe re-
cerve 0-25 percent can re-
write that subfect 1 May or
June at a cost of R10.

Your Statement of Resulis
will say what subjects you
ean rewrite, when and where.

sults

Take the form on your state-
ment to your exam centre.
Can scripts be remarked?
If students think that their re-
sults are incorrect, they can
have therr scripts remarked
by 2 moderator. Students
must apply for this by the end
of Januvary o
Useful Numbers
DET Head Office
Private Bag X212
Pretoria 0001
Tel: (012} 312-5911 or 312-6622
If you write, send a copv of
your results and a copy of
your ID. .
Education Information Cen-
tre, Johannesburg — (011}
834-7861.
Career Information Centre,
Durban — (031) 301-2097. 8.
Career Research and Infor-
matiop Centre,
Cape Town — (021) 637-5040.
Learn & Teach mogozine
is avatlable from book
stores and street corners
at R1,95

DI
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ESTATE agents in SA have been invit-
ed to join an international federation
representing their profession.

The International Real Estate Feder-
ation (FTABCI) decided at a recent meet-
ing of its board in Sao Paulo, Brazil, to
invite an application by the Institute of
Estate Agents of SA (IEASA) for “principal
mentbership” of the international body.

FIABCI deputy world president-elect
David Blumberg said approval of the ap-
plication by & board meeting during the
federation’s world congress in Montreux,
Switzeriand, in May would be a formality.

Blumberg is a former South African liv-
ing in Israel and has worked for many
years to get SA’s membership accepted,

“This is a tremendous opportunity for
South Afrieans who are now, after years of
sanctions, coming back into the interna-
tional community,” he says.

“There is a great deat of business to be
done out there, and FIABCT provides ac-
cess to it through its sub-committees, con-
ventions and membership list.”

Trevor Downing, president of the
IEASA, says FIABCI is a, federation of
professional rea) estate associations, re-
presented in 48 countries. In addition to
access to international business, the feder-

'SA estate age
to join world bo

|| qL

Business Day Reporter j
ation provides real estate agents with an
effective means of communication to en-
able them to share their knowiedge and
experience,

Downing says the IEASA will now be
responsible for the formation of an SaA
chapter of FIABCI and its administration,

Other associations in the building indus-
try or individuals wishing to join the or-
ganisation would, in the case of estate
agents, have to be members of the IEASA,
or, in the case of other professions, mem-
bers of their professional association.

“We are proud to be associated with an
organisation which has as its members
many of the foremost property and related
companies in the world, representing the
widest range of diseiplines — from con-
struction, engineering and deveiopment
companies to architects, valuers, town
planners, lawyers and brokers.”

FIABCI world president Alan Hood of
Britain and Blumberg will attend the
IEASA annual convention at Sun City in
August.

Hood has also expressed interest in
meeting cabinet ministers and others
involved in the housing industry.

~~ -
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Rush job . . . brickiayers Rufus

£

that they can collect thelr meagre wages. .

Low-paid workers

By Bronwyn Wilkinson
and Zingisa Mkhuma

Building workers on a
low-cost housing de-
velopment in Lenasia,
south of Johanneshurg,
claim they earn as little
as R7,50 to R45 for a
completed house — and
they admit they compro-
mise quality for speed in
the rush to collect their
meagre wage.

Each house takes
about two days to com-
plete, they say.

Sophie Jantjies, who
cleaned plaster and
swept up after the brick-
layers, said she earned
R7,50 a completed house.

Christinah Moshoeshoe
from Pietersburg, said
she shovelled cement
and sand from six houses
for nine hours a day for
only R10.

Three labourers said
they were paid R10 a day
whether a house was
compieted or not. Other
labourers who mixed and
shovelled cement said
they earned R25 a house.

Bricklayers each
earned R45 a completed
house.

“We rush to finish six
houses a fortnight,” said
bricklayer Rufus Malaje
from KwaNdebele.

The builders agreed
that speed was more im-

Malaje and his teammates rush to complet

sacrifice qualit

portant to them than
quality.

Bricklayer Harry Fon-
tein said: “It takes us
about four days to com-
plete the walls of a
house, and we get R40 at
the end. But even if it
takes seven days to com-
plete we would still get
the same amount.”

A sub-contractor on
the site showed The Star
a contract for brickwork
on four houses. He was
paid an average of R600
a house,

The sub-contractor

(who cannot be narned-

because he is still con-
tracted to the main deve-
lopers) said he divided

e the building of a house at a site In Lenasia so
Picture: Ken Qosterbroek

ydor speed.,

the y among six
bricklayers and seven la-
bourers. The bricklayers
were paid R45 each and

labourers R25.
Spokesman for the de-
velopers  Stocks  and

Stocks housing division,
Mike Fullard, said his
company managed some
of the sub-contractors
and recommended
wages. He said that la-
bourers were paid an in-
centive above the aver-
age salary.

Commenting on the
claim that quality was
being compromised for
speed, Mr Fullard said
the quality of the houses

Stocks and Stocks were
contracted to the Gov-
ernment for the develop-
ment and that the houses
were needed urgently.
The houses were pro-
duced at R18 000 each.

He said he believed
the brick work (about
5000. bricks a house)
could be done in a day.

“Then the bricklayer’s
wage breaks down to
about R530 an hour,
which is fair,” he said.

Africa Builders Asso-
ciation marketing direc-
tor Morgan Leshabane
said the builders were
being paid the standard
amount for erecting
walls.

was “good”, adding that




LIKEABLE Mr Robert Ramashao
haﬁ only been two years in the
tough-business world, but already
he has shown that he possesses that
golden touch.
#3-Director of the Golden Touch Con-
struction Company, he is confident
that the next few years will see his
company showing great growth.

Ramashao, who started the busi-
ness. with his own savings because he
cﬁuld not get financial assistance
from banking .institutions, said his
company was breaking new ground
in the competitive construction busi-
ness.

“My company has more than its
fair share of the market. Granted, the

_going is tough, but we have to be

cofnpetitive if we wish to grow,”
Ramashao said. .

He said they already had a sizeable
clientele in the white suburbs.

The company’s motto, he said, was
not'tp sacrifice quality for anything.

*‘Quality is the comerstone of suc-
cess.

““Without it you can rest assured
that you wifl not make it in business.
Your clients will go where they will
get quality service,

‘““We are proud of the trend. It is
an indication that consnmers have
confidénce in us,’’ he said.

Ramashao, who was born in Or-
lando East, Soweto, 42 years ago,
_became interested in property devel-

‘dpment when he was employed as‘a’

sales consultant for building com-
panies Minrav and MegaStone.

vkt

By JOE MDHLELA

years, I realised that I had the potea-
tial to be my own boss.

“In the beginning finance to get
started proved a problem, but I
scraped through, using mainly my

- savings to get off the ground.”™

He now has four partners in the
business which builds, designs, does

-alterations and additions.

His company has built homes
ranging from R55 000 to R200 000
and more.

He said now that his business was *
flourishing, cash flow was no longer
a problem. ..

““There is a change of heart from
the financial institutions.

“I am now getting financial as--
sistance with few problems,” he said.

- ROBERT RAMASHAO °
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IN THE third disinvestment move in three
months, UK group Blue Circle Indusiries
Ple is selling its 423% stake in local
cement and building materiajg producer
Blue Cirele to Murray & Roberts M&R)
for more than R400m,

M& R, which has already spent more
than R700m on acquisitions in less than six
months, already owns 42,3% of Blue Circle
through wholly owned subsidiary Darling
& Hodgson. D& H has the first right of
refusal on Blue Circie Industries pie’s
stake in the local company.

The deal leaves Anglo Alpha as the only
cement producer still with ap overseas
principal. Swiss group Holderbank Finan-
ciere Glaris and itg associates own 34,1%
of Anglo Alpha. The other cement group,
PPC, is controlled by Barlow Rand.

A Blue Circle Industries ple spokesman
said an announcement woyld be made
shortly, - ..

In other recent disinvestments, UK-
based Pilkington ple sold its 48,4% interest

l JABULANI SIKHAKHANE

in Glass SA to Plate Glass & Shatterprufe
for R525m, and Swiss group Nueva Hold-
ings sold holdings in Everite Holdings and
its subsidiary, Everite Group, for R116m to
Group Five and the French Bank of South-
ern Africa, .

M & R and Blue Circle published a joint
cautionary notice yesterday warning
shareholders that negotiations in progress
could affect share prices,

Market speculation is that M & R would
buy out Blue Circle Industries ple, increas-
ing M & R’s stake to 846%. M & R would
make an offer to minorities and then delist
Biue Circle, e

Frankel, Max Pollak, Vindefine analyst
Mike Howarth said Blue Circle Industries
ple had been rationalising operations and
selling peripheral businesses in other coun-
tries. It was a “natural consequence” of the
world recession,

[0 To Page 2

ey

The Blue Circle share price is R34,50;
Market sources said the UK company had
always asked for a premium, which was
the main obstacle to D & H or its former
parent Malbak making a bid. At current
market prices the 42,3% holding in the
local company is worth more than R399m.

“The deal will be based on future earn-
ings rather than the net asset valne. And
everybody knows that when the economy
turns, those cement companies will start
running,” Howarth said.

He suggested M& R might use equity
financing for the deal, issuing new shares
to institutions. A rights issue was also a
possibility as M & R’s cash needs might be
greater when the economy improved, -

The acquisition of control of Blue Cirele
would make sense for M & R, analysts
said. 5‘“9 i13/2192

Blue Cirele accouts for a large chunk of
D & H's business. In financial 1891 Blue
Circle contributed 63,5% of D & H's turn-
over and 58,7% of operating income.

The biggest benefit, however, would be
in the rationalisation of operations, ana-

(. " DFrom Page 1

division which could easily be moved into
Genrec or M & R’s industrial division,

In the building materiais division, M& R
and Blue Circle already have a joint ven-
ture in Ready Mixed Materials, in which
Blue Cirele holds 60%.

In the past six months M & R bought the
remaining shares in Unitrans’s holding
company, United General Investments,
from its ultimate parent Sankorp for
R131m, acquired control of D & H and H%
of Standard Engineering for about R390m,

M & R shares rose 100¢ to close at R58
yesterday.

JOHN CAVILL reports from London
that Blue Circle Industries ple has been
streamlining its operations and trying to
reduce costs for the past 18 months. At the
same time its net debt has risen sharpiy.

In 1930 {to December 31), salas dropped
5% to £1,2bn while pre-tax profits fell by
16% to £195m. In the first six months of
1991 turnover was down by 19% at £531m
while earnings before tax slumped by 38%
to £575m. Net borrowings climbed by
nearly £54m to £316m.

lysts said. Blue Circle has an engineering
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. HO uilding practieally came to a
] halt in the platteland over the past NARD West ]
q;‘j year and a number of contractors plemented, home ownership and savings

were forced to close their doors, said  will be promoted,” he said.

et OUtZ0INE Master Builders’ Association He said a large number of homes were
) ‘ Witwatersrand and South Transvaal repossessed by financial institutions last

president Adrian van den Berg at its
general meeting yesterday.

The main reason for this decline in build-
ing activity was high interest rates which

7§ in turn led to high building costs, he said,

Equivalent housing, priced at between
R150 080 and R250 000 in the PWV area,
way being sold for between R30 (00 and
R100 000 in platteland areas like the Free
State, eastern Cape and eastern and west-
ern Transvaal, New homes of comparable
size could simply not be built at these low

prices, he said.

“The ever increasing tax structure, high
th Fates have caused
g:gle to become poorer. The reduction in
¥l rates of between 03% and 0,75%
announted on 30 Jamiary 1992 is a drop in
the ocean. The time is ripe for a further

reduction in bond rates,” he said,

Van den Berg said government should
reduce interest rates and promote home
owmership by way of tax concessions on the
interest portion of bonds made to home-
owners. “If these tax concessions are im.

year. These were being sold far helow
market value, at prices that covered the
outstanding bond. He said new home own-
ers should buy such houses rather than
have new homes built.

Political uncertainty, poor productivity
and the continuing increase in the cost of
building materials also contributed to poor
leveis of business activity in the building
industry, he said.

. Van den Berg also referred to an appar-
ent dispute between his association and the
Master Builders’ Association of Natal,

He said relations with the Natal body

.had been sour for the past few years and

v ended when his association requested an

/ inquiry to determine whether Natal's con-
duct was in the interest of the Building
Industry Federation of SA.

He said that if it was found the Natal
association had not acted in the interests of
the federation, its membership would be
terminated. Spokesmen for the Nata] asso-
ciation yesterday said they had no know-
ledge of what Van den Berg was referring
to,
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NON-RESIDENTIAL BUILDING COSTS

Sudden deuilglunge

FM b9
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The removal of 13% GST on building materi-
als in the fourth quarter of 1991 and a dearth
of new work have caused a sharp, once-off
fall in non-residential building costs.

A relative but precipitous fall was record-
ed in building starts in this sector of the
market in September last year. Erwin Rode,
research director of Real Estate Surveys,
says: “Whereas one month’s data cannot be
regarded as a trend, it might just herald the

tumble

Growth in tender
prices vs input cosis’
(non—resident_ial)_'-_'

Rode Report

beginning of a lower road for the non-re-
sidential building industry. Considering the
overbuilt state of the property market, that is
long overdue.”

Rode admits that, at this stage, his antici-
pation of a reduction in work available is
based on aneedotal testimony. Firmer evi-
dence exists to support a fall in costs. A
strong downward trend in the rate of growth
in building costs has been recorded by both
the BER Building Cost Index {non-residen-
tial tender prices) and the Hayett Index
(input costs),

Says Rode: “The decline in input costs, by
which I mean materials and labour and, toa
lesser extent, plant and machinery, is good
news, considering the oligopolies and mono-
polies in the building materials industry.”

The sharp fall in costs began with the
removal of the 13% GST on building materi-
als which typically make up 40% of the cost
of a building contract. Removing the 13%
cut total cost by 5%-6%, to the benefit of the
developer.

Introducing VAT on total contract costs
has had a neutral effect on building costs
because VAT is recoverable by a vendor.

Rode estimates non-residential building
costs grew 7% between the fourth quarters of
1990 and 1991, If VAT had not replaced
GST, the growth would have been about
13%. Growth in 1992 is forecast at between
9% and 13%.

In contrast, home building costs are ex-
pected to rise by 16% this year, after an
estimated 11% increase in 1991, The reason
is primarily the anticipated 2% drop in mort-
gage bond rates, which will enable contrac-
tors to expand margins as more people can

|

afford to build homes.
W29

have

CAPE TOWN_E'
Search fo

The perception of Cape Town as a haven, in
an increasingly crime-ridden and politically
unstabie SA, is sustaining investment in
commercial and residential property in the
city despite the recession.

So says city council development co-ordin-
ator Philip Theron. He adds: “Major devel-
opments worth R704m were under construc-
tion at the end of last year compared to
R591m for the corresponding period in 1990.
Buildings valued at R440m were completed
during 1991.”

He says the medium-term outlook is also
good: “Some very big developments are be-
ing discussed by council and it’s encouraging
that a number of them are in the CBD,
which has lagged in new development.” De-
tails of the developments are still confiden-
tial.

Theron attributes the interest in commer-
cial property investment to a reassessment of
Cape Town’s potential to accommodate cor-
porate headquarters. The high quality of life
and relative security compared to some other
metropolitan areas is attracting not only an
increasing number of businesses, but individ-
uals as well — as refiected in the stability of
the medium- and upper-priced residential
markets.

Theron says since March 1986, 191 major
commercial, industrial and residential pro-
jects valued at just over R2bn have been
cempleted in Cape Town. Major develop-
ments under construction include:

O The UCT business school complex at the
V&A waterfront (R40m);

[0 Murray & Roberts’ Pier Place office de-
velopment on the foreshore (R35m);

0O Equikor's Belmont office village in Ron-
debosch (R52m);

O The V&A company’s Victoria Wharf

M
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has had a neutral] effect on building costs
because VAT is recoverable by a vendor,

Rode estimates non-residential building
costs grew 7% between the fourth quarters of
1990 and 1991. If VAT had not replaced
GST, the growth would have been about
13%. Growth in 1992 is forecast at between
9% and 13%.

In contrast, home building costs are ex-
pected to rise by 16% this year, after an
estimated 11% increase in 1991. The reason
is primarily the anticipated 2% drop in mort-
gage bond rates, which will enable contrac-
tors to expand margins as more people can
afford to build homes.

CAPE TOWN. £M 1t2]q7_
Search ford haven 3%

The perception of Cape Town as a haven, in
an increasingly crime-ridden and politically
unstable SA, is sustaining investment in
commercial and residential property in the
city despite the recession.

So says city council development co-ordin-
ator Philip Theron. He adds; *Major devel-
opments worth R704m were under construc-
tion at the end of last year compared to
R591m for the corresponding period in 1990.
Buildings valued at R440m were completed
during 1991.”

He says the medium-term outlook is also
good: “Some very big developments are be-
ing discussed by council and it’s encouraging
that a number of them are in the CBD,
which has lagged in new development.” De-
tails of the developments are still confiden-
tial.

Theron attributes the interest in commer-
cial property investment to a reassessment of
Cape Town’s potential to accommodate cor-
porate headquarters. The high quality of life
and relative security compared to some other
metropolitan areas is attracting not only an
increasing number of businesses, but individ-
uals as well — as reflected in the stability of
the medium- and upper-priced residential
markets,

Theron says since March 1986, 191 major
commercial, industrial and residential pro-
jeets valued at just over R2bn have been
completed in Cape Town. Major develop-
ments under construction include:

O The UCT business school complex at the
V&A waterfront (R40m);

[0 Murray & Roberts' Pier Place office de-
velopment on the foreshore (R35m);

0O Equikor’s Belmont office village in Ron-
debosch (R52m);

0 The V&A company’s Victoria Wharf

My 2\q
speciality marketplace at the Bt
(R105m);

O Metropolitan Life’s new head office on
the foreshore (R75m); and
0 Old Mutual’s Sea Street office develop-
ment in the city (R100m).

What Theron does not say is that the
oversupply of office space in Cape Town
CBD is increasing, particularly in A- and B-
grade accommodation.

According to the New Office Develop-
ments report (of Real Estate Surveys) re-
leased last week, the Cape Peninsula had 21
new office projects under way by the fourth
quarter of 1991, totalling 77 729 m*® of rent-
able space due to be completed by the end of
1992, Of this, no fewer than 33 169 m? were
uniet in December 1991. For 1993, a total of
63 500 m? of new accommodation is planned
to be completed.

Compared to Durban CBD, and Rosebank
in Johannesburg and Sandton, Real Bstate
Surveys research director Erwin Rode says
Cape Town CBD’s take-up performance
during 1991, though improving, has been
poor.,

On the industrial side, where prime rentals
are showing a slight downward tendency
nationally, the Peninsula has bucked the
trend. Rentals for unit sizes of 1 000 m? and
more have shown an increase in 1991, with
vacancy levels also marginally lower. How-
ever, rentals for 500 m® units in this area did
follow the national trend and were somewhat
down from last quarter’s levels.

Rode conciudes that the western Cape
economy now has to deliver the goods — and
this is not expected to happen overnight. l

OLD DURBAN STATION
Green light

Work has started on transforming one of
Durban CBD’s eyesores — the old Durban
Station — into a R24m luxury office block.

The Victorian building at the junction of
Pine Street and Soldiers Way has stood dere-
lict since the new station was built near
Greyville. Various plans for renovation, in-
corporating an office and shopping complex,
have been mooted but come to naught.

Peggy Daley, regional manager for devel-
oper Ampros, says erection of the hoardings
has begun so that the facade can be secured
during demolition of much of the interior.
Some of the period woodwork, particularly
an old staircase, is being restored.

Daley adds: “The plan now is for about
5000 m? of offices in a stand-alone struc-
ture. We believe the building, in a prime
location, will be ideal for a corporate head-
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COMPANIES

MOTOR retail group Saficon Investments
plans to increase its stake in building ma-
terial supplier and manufacturer Boumat
to 51% from its existing holding of 32%,
chairman Sidney Borsook said last night.
In an announcement to shareholders,
Saficon said it had acquired 1,3-million
Boumat shares from Sanlam in exchange
for 12 new ordinary Saficon shares and 6
new Saker’s Finanee and Investment Cor-
poration (Saker’s) shares for every 27 Bou-
mat shares. Saker’s forms the investment
holding company for the Saficon group.
The 5% stake in Boumat acquired from
Sanlam is equivalent to 27% of the assur-
€r’s total holding in the building supplier.
As a result, Borsook said a similar offer
would be extended to Boumnat’s minority
shareholders for 27% of their holdings.
Although Saftcon has extended its offer,
on a tender basis, to minorities for holdings
above the 27% level, Borsook noted the
group would not be obliged to accept
shares above the agreed terms, The pro-
posed deal has been approved by the JSE

Saficon to increase stake rr Boumat
'@,zgeq zﬁgfz 42
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and the Security Regulations Panel.

The proposed offer requires that Saficon

increases its stake by ngpmoze th
a minimum of 47%.

Borsook said Saficon planned to adopt a
more active role in the day-to-day man-
agement of Boumat, “which holds 2 lot of
potential”. Borsook replaces Irvine Brit-
tan, who has indicated his intention to re-
tire, as Boumat chairman at end-March.

Saficon also has reached agreement
with Sanlam to purchase its remaining
holding of 3.4-million shares in Boumat,
based on the same purchase terms. Sanlam
holds a 15% stake in Boumat.

The deal would require the issuing of 4,7-
million new Saficon shaves, boosting the
company’s share base by 16% to 34-millicn
shares in issue. The dilution would not
materially affect Saficon’s control struc-
ture. Saker’s would issue about 1,3-million
new ordinary shares, Borsook said.

THE low level of business activity in the
building and construction sector was get-
ting worse and was expected to remain so
for at least another 18 months, said Group
Five MD Peter Clogg, commenting on the
release of the company’s results for the
six months to December 1991,

A 21% drop in turnover to R533m and
increased tax bill saw the group declare
an 11% drop in earnings to 90c a share
compared to the corresponding period
last year.

Cloge expects results for the remainder
of the year to be similar to the first six
months due to the long-term nature of

contracts.
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Gross profit margins increased from
296% to 36% in spite of the drop in
turnover. As a result, pre-tax profits were
only 2,9% down at R19,3m. However, a
28% increase in tax to R4,4m further re-
duced the company’s earnings. Taxed pro-
fits fell 9,3% to Ri4,9m while dividends
remained unchanged at 27¢ 2 share. Cash
on hand amounted to R47.9m.

Clogg said about 20% of turnover was
derived from csossaborder operations in
southern Africa. Thése operations include
housing, civil engineering and.road build-
ing contracts in Botswana, Namibia,
Malawi, Lesotho and Zimbabwe. The
company is also investigating opportuni-
ties in eastern Europe and what weas the
former Soviet Union. -

He said construction and civil engineer-
ing activity in SA was quiet and there was
less and less activity in the Jow-cost hous-
ing sector, Group Five would benefit par-
ticularly from new initiatives in the low-
cost housing sector following its
acquisition of Everite for R86,7m.

Group Five Holdings, which derives all
its income from a 53,8% stake in Group
Five Limited, declared unchanged divi-
dends of 26¢ a share. Earnings a share fell
11% to 88c.

SM Goidstein declared unchanged divi-
dends of 16¢ a share, SM Goldstein derives
its income from a 45% interest in Group
Five Holdings.
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GROUP FIVE FM14fz[q
Eating up Everiie@

Group Five's diversification into industry
started modestly. In the year to June in-
dustry represented barely 1% of pre-tax pro-
fit but these interests have been given a
major boost by the acquisition of control of
Everite.

Group Five was the highest bidder but an
outsider compared with the more favoured
Murray & Roberts and Fraser Alexander.
Financial director Theunis Kotzee says
Group Five intends to keep Everite’s listing.
All industrial interests will be sold to Everite,
which may well change its name.

Everite's disinvesting Swiss parent Nueva
Holdings got a good price for its 51,6%
controlling interest in Everite’s pyramid Ev-
hold: 985c¢ a share, a hefty 46% premium on
a pre-deal quote of 675¢c. Yet Evhold trades
on a discount to the R9 underlying value of
its investment in Everite.

Kotzee says the difference of 85c is a fair
premium for control. Maybe, but a premium
of 46% is likely to prove irresistible to Evhold
minorities, who will be made a similar offer.

The price looks more realistic after last
week’s Everite results. EPS increased by
62% and Everite reversed its declining mar-
ket share, lifting sales volumes by 2% in a
declining market.

Group Five is not concerned that Everite’s
core product, asbestos, is not growing be-
cause of perceived environmental hazards.
Chairman Peter Clogg is satisfied that Ever-
ite’s occupational health and safety practices
meet world standards.

Everite is ungeared, with net cash of about

FOX_ e w2421 3L )

R7m. It has been through a rationalisation in
which staff numbers were cut by a fifth.
Kotzee believes Everite’s financial ratios
are next to be rationalised. He argues that
Group Five is more hard-nosed about returns
and will drop Everite’s policy of providing
additional depreciation on the revaluation of
assets for “something comprehensible.”
There are no major plans to change Ever-
ite’s structure, but Kotzee does want to
rationalise its property portfolio, which has a
book value of about R125m. Group Five will
keep the fibre-cement and Vaal Potteries
businesses, but reassess the more peripheral
Santar, which makes pitch-fibre pipes, and
Paxit (glass reinforced sheeting). .
In June, Group Five had no borrowings
and R84m in the bank. Kotzee expects both
companies to be in cash again by year-end.
He says the purchase, a straight cash buy
involving R87m before the offer to minor-
ities, will boost Group Five’s NAV and EPS.
Group Five's EPS have grown consistently
over five years, yet it has a modest rating, At
635¢ it sits on a pie of 3,3 and dividend yield
of 10,1%. In contrast Everite has a p:e of 9,6
and 3% dividend yield. The deal is a signifi-
cant step in Group Five's diversification.
Stephen Cranston
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THE Transvaal Provin-
- cial Administration will
not confiscate any of the
unoccupied sites at its
Doornkop site-and-service
scheme which belong to
victims of the Laduma
Construction scam,

City Press reported last
month that Laduma Con-
struction has pgone bank-
tupt, leaving dozens of

-;—l—-mﬁ“—‘_

people at Doornkop and
other housing schemes
without the homes they
had paid for,

Since then, severa
readers have complained
they are receiving letters
from the TPA’s Doornkop
administration demand-
ing that they occupy the
sites,they have been allo-
cated. Iam).q Ho

City Press contacted
the TPA, which agreed
not to take any action
against people who could
not occupy sites because
they had been defranded
by contractors,

“How can we occupy
our sites when we have no

-0 PO Box 548
L Kengray 2100

HOTLINE

v w e ninag gy .

Helping you wi
your problems

more money to build?”
asked Idah Mbatha, who
paid a R1 300 deposit to
Laduma manager Gerrie
van der Merwe,

Mbatha said she and
several friends had be-
lieved Laduma was a rep-
utable contractor because

- asked. ~

TS e, e e

i 8 9
by the TPA |

to market homes from
TPA sites, X
“How can the TPA'[
give us land, then allow'§
criminals to steal thé}
money we struggled to'[
save for our houses?” she

EEE R

i
Several months ago,
when Laduma and othér
contractors with simildy
schemes were still operat-
ing from Doornkop, Citly
Press put the same ques:
tion to the TPA, pointirng
out that the schemes
Laduma and other com
tractors were marketing
were unworkable. . wo
- A TPA spokesman satd |s
at the time that the fred
market system must be
allowed to operate and|,
that the TPA was not vet-{i
ting the contractors whol}
were given show sites toff
build on, izl
The TPA seid it was up}!
to individuals to decidéh
whether to do business{!
with any particular !
contractor, @k
Maria Mofokeng put}
down'R1 000 in the hopel;
of providing a decestf
home for her severely dig-|;
abled and retardeg '
daughter. '!"5
“I hoped that having a.
new house would be theft
start of a better life for
us,”-,Maria told City
Press, :’ el
“Now Van Der Mervi
has stolen the R1000 -1
worked so hard to save forl:
a house. I don’t know how
I will be able to save thdt
money again,” she said.-

Grandmother Ruth
Melato put down R2 400 b
and now has no home angd
has lost her money. uf

BIf you have paidf
money t6 Laduma or any}
other contractor and havel}
not got a house, come inf}
City Press Hotline oalf
Mondays or Tuesdays arf}
telephone (011) 402-1632| b
and we will try to helpl
you, w0
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Construction industry suffers

Drop 1n SA;

output hitsé#

o) A

S1IX-year

NATIONAL output fell by the biggest
margin in six years last year as SA’s
longest post-war recession depressed
economic activity.

Figures released by the Central Statisti-
cal Service at the weekend show that
national output, as measured by the infla-
tion-adjusted change in gross domestic
product (GDP), fell by 0,6% in 1991. This is
the biggest fall in GDP since the -1,2%
recorded in 1985.

The figures are preliminary, which
means they are subject to revision later,
but they broadly confirm anmalysts’ ex-
pectations that last year's economic
growth performance would not differ
greatly from that posted in 1990, when
GDP fell by 0,5%.

It is no coincidence that the two calen-
dar years of economic contraction — 1990
and 1991 — are those in which interest
rates peaked out in the current business
cycle. Prime overdraft rates plateaued at
a five-year high of 21% for the duration of
1990 and were only one percentage point
lower for most of 1981.

Most authoritative forecasts project an
economic recovery this year, expecting
GDP growth for 1992 to be about 2%, Such
an outturn would deliver the highest rate
of ecunonue growih sinee the 23%
recorded in 1989.

The sectoral breakdown of the data
shows the sharpest decline was in the con-
struction industry where output dropped
4,5% last year after dipping by only 0,2% in
1990 following a 7,9% rise in 1989.

The fall in the sector reflects the jn-

low

{ SIMON WILLSON |

creasing dismay that has been signalled by
non-residential building contractors over
recent months. New contracts have been
increasingly scarce, and overbuilding has
been reported in some areas.

The {all in manufacturing ountput steep-
ened to -24% last year from -1,3% in 1950
as high interest rates, destocking and fail-
ing business confidence dampened indus-
trial aetivity. The manufacturing decline
would have been much more marked had
exports not chalked up a 9% increase in
nominal rand terms last year.

Production in the mining sector contin-
ued its steady slide, falling by 1,5% last
year after a 1,2% fall in 1990 and a 1% dip
in 1989. The largely static gold price, com-
bined with rising labour costs and deterio-
rating, dre grades, has left the non-coal
minitig sector in a poor state, with a nega-
tive contribution to GDP in all but two of
the last seven years.

- Agricultural production rallied last year

to fall by only 1,3% after a tumble of 7,4%
in 1990. The late rise in the maize harvest,
a solid contribution from deciduous fruit
and a good wheat crop provided the foun-
dation for the rebound, although the
current drought threatens to abort the
recovery in agricultural output this year.

Elsewhere among the GDP sectors, posi-
tive contributions were recorded by the
electricity and water utilities, financial
services, community services and general
government. Transport contracted for the
first time in five years.
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PROFESSIONAL builders in Australia
- status than those in SA, says SA Institit
(SAIB) vice-president Mark Massyn, ¢ .

He says this became apparent durin thie récent visit
to Cape Town of a former president of: the-Australian
Institute of Building, Alee Righy. g

The Australian institute , established about 40 years
ago, has “chartered status”, . o

“This means the builder is recognised as a fully fledged
professional on a similar footing to an éngineer, an
architect or a quantity surveyor,” says Massyh.

He had found his discussions with Rigby enlightening
because the Australian institute had achiéved for its
members the status that the SATB had been'cafpaigning
for for several years, o

“As‘most of the building industry knows; 'the SAIB is
still trying to get some form of professional recdgnition
for those with training and experience, so that they can
call themselves professional or qualified builders” -

Australian institute members not only qualified auto-
matieally for certain government positions but had a fee
scale accepted throughout government circles. This ac-
ceptance influenced the private sector view of profes-
sional builders throughout the comiry.

Selected members. of the Australian ‘ihstitiite also
qualified for professional indemnity insurance. '

“They can, once accepted as professionals, indeémnify
completéd projects for insurance purposes, provided
they have inspected the projects regularly throughout
the construction period. Here, again, the SAIBIS working
to bring.about a similar situation,” says:Massyn.

" “If and when it is fully achievéd, :thel buyer of a
professionally checked and indefnnit'l id+. building wil]

ed*. bu
have complete peace of mind as he will be dutoniatically
insured against defects due to negligence orin:nisterials
which.might crop up within the first’ ?éérs of the

building being completed.” P
Massyn® said the insurance system.. had - apparently
worked S0 well in Australia that it should fiow beaccept-
ed in Ay, .- L
“The employer.or-the buyer would, under & system
we have.proposed,-iise {he SAIB membef;to help him
achieve the indemnity réquired,” said: Massyn. %" . ;;

f
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THE average size of new houses
for whites has been dropping
gince a peak in 1990, and the aver-
age new house size for blacks has
been decreasing steadily over the
past six years.

Johan Snyman, director of
Medium-Term Forecasting Associ-
ates (MFA), the Stellenbosch building
economists, says there are several
reasons for this.

“average house size has fallen be-
cause the recession has been accom-
panied by high mortgate rates and
high building costs.

“We can expect the trend towards
smaller house sizes for whites to con-
tinue in the coming years, but the
average house size for blacks has
probably stabilised.”

MFA reached these conclusions by
analysing basic data on house plans
passed and houses completed accord-
ing to population group, published by
the Central Statistical Service since
1986.

The graph depicts these averages
for new houses for the white and
black population grew between 1986
to 1991,

MFA has found a number of inter-
esting features in this comparison.

The average size of new houses for
whites rose from roughly 160m’ in
1986 to more than 200m® in 1990, How-
ever, since early 1991 there has been
a marked drop in the average size of
new dweilings built for whites.
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The latest data reflect a figure of
roughly 185m* This is still higher
than the 160m? recorded in 1986. Yet
this recent reduction is a clear indi-
cation that the recession has forced
whites to scale down living space.

Averape stze of new dwellings for
blacks has dropped sharply from
roughly 90m? in 1986 to about 60m* to
65m? in 1991, This has occurred in a
fiercely competitive building envi-
ronment in which contractors have
struggled to stay within the afforda-
bility limits of various housing subsi-
dy schemes.

The main thrust of housing devel-
opers has been to try to supply af-
fordable houses to the masses.

Snyman says these attempts have

: ;tei show trend
aller houses

frequently been thwarted by local
governments’ insistence on unrealis
tically high standards of services,
well as what both developers an
buyers see as unrealistically high in
terest rates.

Analysis shows the average ne
houses dwelling of whites is still
three times as large as the average
new home of blacks, reflecting in-
come disparities.

Will the trend to smaller homes
continue?

In the case of whties this seems
inevitable, given high mortgage
rates, high tax rates and fuily taxable
housing fringe benefits, which all ex-
ert a depressing effect on housing
affordability, says Snyman.

“In the case of blacks it appears
that the average size of dwelling has
stabilised at about 60m® to 65m?”
says Snyman. :

“Housing amthorities, private de-
velopers and home builders certainly
realise that little can be gained by
reducing average housing size any
further from current levels. This is
beecause the eost of building does not
decrease in proportion to a decrease
in house size.”

“For instance, the height of the
walls, the number and price of doors,
windows, kitchen and bathroom fit-
tings remain more or less constant
when the floor area of a house is
reduced.

“Furthermore, any further reduc-
tion in the average house size of
blacks would not be acceptable.”

L
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The South African Housing Trust is again
contribuiing towards community partici-
pation and job creation, according to a
spokesman in Johannesburg this week.
The SAHT’s annual Design Competi-
tion and its Builder of the Year Competi-
tionare furthering its efforts to serve lower
income communities.” " 7T <7 T
This year the Design Competition and

the Builder of the Year Competition will

both be hosted for the fourth time.

SAHT promotes and facilitates the pro-
vision and funding of low-cost housing
and security of tenure for low income
communities of South Africa.

Community acceptance and participa-
tion are foremostin the minds of the SAHT
management for this year's design compe-
tition for a multi-purpose centre for entre-
preneurs,

The Corporate Communication Divi-
sion’s Mr Hennie Crowther said: “The
aim of the competition is to produce a
design for a multi-purpose centre for en-
trepreneurs in a newly created or already
existing informal residential neighbour-
hood.” .

- He said that was in line with the Trust’s
approach to address the broader living
environment on its projects, and not only
the direct housing needs.

Entry submissions for the competition
are required to research the general needs
for which such a centre for entrepreneurs
should cater. In addition, provision must
be made for design flexibility allowing for
a high degree of community participation
inthe decision-making process leading up
to the centres implementation.

This R350 000 multi-purpose commu-

!

!

creatio

By JOSHUA RABOROKO

nity business facility is earmarked for anewly
established or developing neighbourhood in
a rapidly expanding urbarCentre.

He said: Planning of the building was done

" in such a way that it can be adapted fo the

community’s changing needs.

The national winner receives an award of
R10 000 and the runner-up get R2 500. The
prize winners will be announced during No-
vember 1992,

Referring to the Builder of the Year com-
petition, he said it was the only annual show-
case for local builders who specialise in
affordable housing for low income commu-
nities.

He said: “The housing trustis in the unique
position of providing employment opportu-
nities in the areas most in need of both homes
and jobs in the low income comunities.

By Januvary 1991 about 1848 labourers,

-485 artisans, 115 contractors and O mini

developers were invalved in the trust’s local
builder development programme.

This resulted in the contruction of 3087
houses on 17 projects, totalling approxi-
mately R570 million. The adjudication of the
regional finals will be held in July, 1992,

A completed house and one under con-
struction will be inspected in order to deter-
mine the quality of the finished product and
the actual construction work. General house-
keeping and the organisation and control of
the different trades will be taken into consid-
eration.

“Through this competition the trust rec-
ognises the work, skill and expertise of local
builders,” Crowther said.

P
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doldrums

POLITICAL wuncertainty, poor
productmty and the continuing in-
crease in the cost of building mate-
rials continue to contribute to poor
activity in the building industry, a
leading businessman has said.

The oulgoing president of the Master
Builders’ Association (MBA), Mr Adrian
van den Berg, said the other factor which

-contribuled to the crisis was negative and
destructive pronouncements by the ANC,
such as their belief in nationalisation.

He said this in Johannesburg at the an-
nual meeting of the MB A earlier this week,

Van den Berg, who is also president of
the association’s Witwatersrand and
Southern Transvaal regions, said _nation-

alisation was unfair as it would depmre ’

people of assets they had worked for.

Contractors

The main reason for this decline was the
high interest rates whichin turn led to high
building costs.

For exarnple, he said, eqmvalcnt hous-
ing, priced at between R150 000 and
R250°000 in the Pretoria, Witwaterstand,

By JOSHUA RABOROKO

Vaal Triangle area, was being sold for
between R80 000 and R100 000 in
platteland areas like the Orange Free State,
Easlern Cape and Western Transvaal.

New homes of comparable size could
simply not be built at these low prices, he
said, because the ever mcreasmg lax struc-
ture, high inflation and interest rates have
caused people to become poorer.

The reduction in bond rates of between
0,5 percent and 0,75 percent announced in
January 1992 was a drop in the bucket. The
time was ripe for a further reduction in
bond rates.

He said that the Government should
lower interest rates and promote home-
ownership through tax concessions,

Large numbers of homes were repos-
sessed by financial institutions. These
homes were being sold at far below the
market value at prices that covered the
outstanding bond.

He advised new homeowners to -buy
such houses rather (han have a new home
built.
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Construction company Mur-
ray & Roberts has agreed to
a request by Zambia’s Min-
ister of Local Government
and Housing, Michael Sata,
“to come home™ and help re-
build the neglected infra-
structure.

David Brink, chief executive
of M&R, says the group will
start operations in Zambia
shortly, providing permission
can be obtained from the SA
Reserve Bank.

The decision came after a
meeting between Mr Brink and
Mr Sata in Johannesburg this
week when it was announced
that. Zambia would be opening a
tradeinission in SA.

Mr Sata has long links with
the group. He worked for Ho-
berts Construction before inde-
pendence. ’

Both men signed a memoran-
dum of understanding in terms
of which Murray & Roberts will
establish a company in Zambia.

DL W N\ P
Mr Sat# said the value of in-

frastructural work that needed

to be done was probably equal

to Zambia’s foreign debt of

$7,5 billion (about R21 billion).
Needs so far identified in-

clude:

® Construction of roads and

bridges.

@ Provision of housing and re-

lated services.

@ Provision of agricultural

works.

® Restoration of mining

projects.

® Production of cement, con-

crete blocks and bricks.

@ Erection of a factory for the

prefabrication of grain storage

facilities, schools, clinics, hous-

ing and office units.

® Provisioir of reinforcing steel
and culverts. 4

Murray & Roberts will help
procure suitabfe financing.

In exchange, the company
will receive a five-year:tax holi-
day, and thereafter takes will
be levied on a slidhig scale.

Mr Sata said Zanibia in_any
event intended reducing com-

pany tax. It also inténded abol-
ishing exchange controls as
soon as possible.

Companies now earning for-
eign exchange need not repatri-
ate it to Zambia.

No import duties would be
levied on government-related
imports necessary for Murray
& Roberts to fulfil its obliga-
tions.

Murray & Roberts (Zambia)
would be able to remit to South
Africa all profits made in Zam-
bia in US dollars and all foreign
exchange earnings made out-
side Zambia.

Mr Brink said the potential in
Zambia was phenomenal. M&R
has tremendons resources it
could bring to bear in Southern
Afriea,

Roberts was very active in
Zambia in the old days and
played a big role in building up
the economy.

“We are looking forward to
the opportunity of again partici-
pating in the development of
the country,” he said.

Mr Sata said that Zambia had

a major reconstruction prob-
lem. The previous government
had controlled 87 percent of the
economy.

When the new government
come to power last November,
inflation was running at 118
percent, and the foreign debt
was equal to $US1 140 per head
of population.

The new government felt its
funetion was to govern and to
leave the running of business to
businessmen.

Zambia had therefore decid-
ed to denationalise almost all
businesses nationalised by the
government of former Presi-
dent Kenneth Kaunda.

By September the inflation
rate should be sharply reduced
and by next year Zambia ex-
pected to balance its budget and
end exchange conirols comple-
tely.

Mr Sata said Zambia was one

" of the most fortunate states in

Southern Africa.

“Cur debis are not just being
rescheduled, but are being can-
celled.”




INDUSTRIAL holdmgs
group Mutray & Roberts
(M & R) i§'to incorporate a
subsullary in Zambia, pav-
ing’ the way for the com-
pany to' tap into the rebuild-
ing of: 'Zambla 5 infra-
structurea Logt

Incorporatwn of the
Zambian # subsidiary will
also enable M& R to tender
for projeets i in other South-
ern African’ Development
Co-ordinating Conference
{SADCC) member states.

A meémorandum of un-
derstandmg1 signed by
Zamblé’sﬁ'local ‘sovernment
and  Hdusing minister

MlchaeL’Sata\ and M&R.

CE Dave Brink in Joban-
nesburg yesterday, pro-

vided for M & R tobe a pre- =

ferred contractor "in

JABULANI SIKHAKHANE

Zambia.
The memorandum said
resources would be -set

aside to investigate oppor-.

tunities to help Zambia re-
build its infrastructure,
which had degenerated dur-
ing the past 30 years. The
cost of rebuilding the infra-
structure would be more
than the country's current
foreign debt of $6,5bn,
Zambia’s identified
needs were: road construe-
tion; housing; agriculture;
mining; cement, concrete
block and brick preduction;
a factory for prefabrication
of grain storage facilities;
schools; clinics; and offices.
The memorandum said
the M & R subsidiary would
enjoy a.tax-free period of

five. years. After that it

would be subject to tax ona
sliding scale, building up to
the fu]l*corporate tax rate.

No 1mport duties would
be lev1ed on government-

: reIated dmports necessary

for the, company to fulfll lts
obllgations WLRILE
All wproﬁts earned’{%m
Zambia;would be fullyre-
mittable and profits earned

on exports from mbia
would qualify for retention
wherever M & R wished.

Sata said profits earned
by the M & R subsidiary on
projects in other SADCC
countries would quahfy for
export earnings status.

M & R’s capital and as-
sets in Zambia would be
designated in US dollars
and could be repaid freely
in the same currency.

Zambia’s new govern-
ment had commiited itself
to privatise 80% of the
country’s economy, Sata
said. He said government
had also received support
from the international
community, including the
writing off of some debts .
and interest.

Government hoped to
balance its budget next.
year,: remove foreign ex-
change eontrols, legalise

merchant banking and lib-
eralise the economy.

Roberts Construction,
which merged with Murray
& Stewart to formiM & R in
1967, was one of the-biggest
contractors in"Zambia be-
fore and just after that
céuntry’s independence.
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BLUE CIRCLE i"‘;\’ A\PRLL
A logical ta for M&R

As the FM went to press, there was still no
announcement about negotiations between
Blue Circle and Murray & Roberts (M&R).
But neither has gone out of its way to queil
speculation that Blue Circle Ple is selling its
42% holding in its SA namesake and off-
shoot. On Tuesday, the M&R executive di-
rectors were unavailable as they were stuck
in an executive committee meeting.

Blue Circle is a logical target for M&R's
investment strategy as the groups have relat-
ed technology and markets. They already
jointly own Ready Mix Materials, The engi-
neering interests will fit well into M&R’s
existing operations. Both groups make min-

ing equipment, plastic products, ventilation

equipment and meotor parts.

M &R, which acquired 42% of Blue Circle
SA with Darling & Hodgson (D&H), has a
healthy balance sheet. In June it had R157m
cash, which was virtually unaffected by the
D &H purchase as all but a handful of minor-
ities took M &R paper. A further R20m will
be received from the sale of Crown Foods,

Theé estimated price of the Blue Circle
deal is R400m, which M&R wili be able to
pay without coming to market for a rights
issue. Just as it delisted D&H, M&R will

welcome the opportunity to delist Blue Cir-

! cle SA. It will already own 85% of the group

even before the mandatory bid to minorities.

The purchase would increase gearing to at
most 60%. M&R is thought to be reluctant
to run down cash as there are other possible
acquisitions on the horizon. Market specula-
tion persists that it will buy Firestone from
Federale Volksbeleggings.

M&R and Blue Circle both sit on p:es of
about 12, so there would be little dilution if
M&R buys the stake for shares. It would
have no difficulty placing shares with institu-
tions for Blue Circle Plc, which would pre-
sumably want to receive cash.

The UK company is selling off peripheral
interests around the world to focus on core
European markets. Its SA arm has been a
solid performer in recent years, though not in

the same class as M&R. Stephen Cransion




*II‘HE Cape building indusﬁy
will see increased turnover
from the middle of the year,

| says Mike Loy, director of
{ the Master Builders Asso-

. eiation, Cape Peninsula.

¥ But he warns that the in-

dustryican expect ongoing
beltitightening for most of
the first half of the year.
“My prediction, based on
%he in;tergestt nowdshOWn in
ape projects and property
and ,fj]p likely drop in nter.
est "rates, is that building
turnover will start rising
from mid-1992,
_“There are clgar. indica-
tions that the major corpo-
rations see Cape land as a
fast-appreciating asset and
, that the tourist potential of

-the ‘drea will be exploited

:more efficiently in the next
foukyyears.”

Figures kept by the Penin-
sula’ MBA, which has 385
members employitig about
.47:000, indicate that the
-;;}gl}ber of tendered build-
ing*contracts in its area in-
creased by some 20% in
199&[, although the total
value in rands remained
conttant at around R337-
. million.

“The most encouraging
factor is undoubtediy the
high leve] of optimism &t the

)

Cave;” ia Ly

A
“This is reflected in the

1}

building figures which on §

igher than those of any)

Eer capita basis are still“};}i‘,

other part of South Africa. 2

"“The fact that the city con-
ceived and launched the
Victoria & Alfred Water,
front development at this
very difficult time says a
great deal about the general
attitude here,”

More than 96 percent of
the tendered work in 1991
had a value of less than R10- '
million, while only five were
valued at more than R10-;
million and only one project .
was priced higher than R15-
million.

This and the high number
of renovation, alternation
and extension projects, said
Mr Loy, indicated that most
developers and property
owners had consolidated
rather than expanded in
1991, By comparison, in
1980 there were several
Projects with values of R20-
million to R60-million,

The MBA figures alse
showed that at no period in
the last decade had tender-
ing been more competitive
than it was last year,

i

i
W

“The tight market has P

been reflected in the pric

ing, which..ghs oftenv.fg:;

mﬁ‘i‘kati{ly‘ close” e

S —
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Ponstruction slunip
brings forced sal

P

NSTR S' L BHS trucks and oth |1
CONSTRUCTION com- Tues and other equipment,
Panies have a Jarge sur- By DON ROBERTSON sa;%h?h:nanm%exgggt%@gg
plus o carthmoving sold by ssgsidiaries of the

equipment apg many Tony Mann, director of re- ; i ol
small firms are being  sources and services at Mur- %ﬁ”&gﬁ"ﬂoiﬁdgﬁlﬁgmlféﬁfﬁ
forced to sell excess my ray & Roberts Civils, “2YS  Plant Hire as wel] as demoli-
chinery. there is 2 surplus Of equip- o expert Wreckers. | .
Cash-rich groups in the in- é?;?f_ 1ubltlizei;:oirstsliiriuf%t1$1t I? The equipment, yéail;gly
J dusity with a more optimis- sell b{';:ause there is n:’; mar. Caterpillar products, is 3bout
tic view are picking up bar- ket, T°  three years old. Prices.range

ains, from R190 000 to RE50 0,
& Murray & Roberts has Several trucks will be sold.

Kees Lagaay, executive di-  goyonn long-term contracts - itself in '
0f Cil gty ederation bt 'y por &tert contracs, as};m'ﬁl;:;;;fgt;gg';g;f;;g;g
of Cigil Engineering Contrac- industry continue for anothar ago. Many ecompanies: foog
fors, “says many companies i months, it will be neces- 280 Many comp i

haveébﬁaen forced to sell sur- sary to mothball some equip- :ggagaaé;m‘;i tc‘;';gi "onsarfg ;
ment.

| plus uipment or mothhall

, It because of a lack of work, One company which has ﬁ:ﬁs advantage of the fallen
+ Employment in construc-  been affected by the,down- - o -

tion has” fallen from about turn is Dig Group;, which The authontxefs, rqallsm%
i%ﬂlﬂq,a%n late; 1989 to about  plans to redyc of ggigdiﬁg:lﬁiagigg_oggglegn}gn_
-60°000. Prospects for the cur- equipmentJtiges; °C islation o brecent exportgs.
| rent year are dismal, tised for sale akion; of e DU jn_ construption
] ‘ﬂjﬂ{g@aﬁseﬁthis*’feared short-

T e, ls fe

{ A 1Y
A eEguipment supplier$;made
'+ the* purchase : of equipment
"more attractive and a sur-
pg];x.s has again vecurreg,

b
U sad &
B g

Jock Rainey, managing di-
recior of Babeocek Triplejay,
.sayg e industry looks, sick
anqg;y;ere is unlikely 'to be
anytimprovement untii the
end of the year, A Proviso is
that the economy recovers
and political stability is re-
stored, | )
I Babcoek has surplus mach- -

inery and ‘recently offered ]
Jmany trucks for sale; 5.
< Mr"Rainey says: « Hese
are generally ‘being sold to
cash-5{fong:' companies who
foresesfa'need for, them ang
can take ﬂagivap!gage . -OE?PW

N ! .
s Mré Kirkland isgcon HE
. vyreckers, ‘perhaps. the
~world Ieider. in- dernglition
. throuzh implosion, “will'sooh
:‘w-l?éfsqural‘ cqnﬁ;é;qis
abboRt 1 COHIgHS
gﬁ;.%fs.:anchgps‘, prevented u
from taking on overseas pro-
“jects. But.it ow seems‘.:fash-
‘ionableto, talk %Sﬁa(; ' we
R
'e‘i-’,%n“ emolitioch Work this
yeariig e ok i

: T,&

et

d
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THE NEXT six months would be
make'lor break for the smaller
building and construction groups
as high' interest rates continued
to seela decline in activity, SA
Builditig: Industries Federation
{Bifsa)’“¢hief' economist Charles
Martin said at the weekend.

“The'indugtry’is, in general, bat-
tling, withi the smaller groups exper-
iencing! serious cash flow problems
as a result of heavily geared,
strapped assets,” he said. .-

Market .conditions were expected
to improve towards the end of the
second-'half;;of - this year, with re-
newed building activity becoming

patch for
WAL o2 4 (32)
uilders

N
Non-listed building group Langley
Fox MD Nick Langley agreed with
this, saying his company had expect-
ed an improvement in the residential

PETER GALLI

market as early as the beginning of ||

this year, but this had not material-
ised. . e

Market speculation has recently
centred on the finrancial soundness

-and future of Langley Fox,

. However, Langley has denied that
there are serious problems despite
the dismissal of two directors, .the

- resignation of another two and the

visibléi;Those ‘companies that.could -

worst; 2%
“However,: I think there will be

hold ot tintil'then should be past the

quite ‘a'few-smaller companies that

will go uitder in the next few months.

‘This situation, will not be as serious. .
e 1984/85 recession where,

as inthe

even fome.of theslarger groups went
i Martin said, ., -
buildi

had beer: finder préssure with little

activity fof some time, with the com-'

mercial market also beginning to re-
flect this trend, he said.

failed payment of certain sub-con-
tractors.. = . i,

Poor activity levels in the market
are further evidenced by the projec-
ted brick stockpile for January 1992
of 442-million, up from 439-million at
the end of September. '

“A large number of brickmakers *
cut. production in December due to
the oversupplied situation’: %"

. “However; if activity' levél§ re-

main static, supply will continue to

" outstrip demand and ‘the stockpile

will grow,” SA Claybrick Association
executive director Leon de Bruyn
said.




i j- [y {r}ﬁrﬂ{s;i
aqgﬁey FOX-StI"
d S R )
q DPING; says L
4‘" ah‘wf Upso e g
W];{ JUPETER GALLI i
‘ »IST 1. building group : ley
"’F - MD 1ck Langley has moved to
’ quash rumours thsg fns group hag’ ﬁnan—
cial difficulties ETTER LY
- He said: ihaf.rdesprte hitcheS'in payment to
certaln ‘sub-contractors, the fiting "of
two' drrectors and resignation of twe
v ‘others,athe.,problems were short' térm, |
. " The\p oups “assets fan outwelghed 1t5!
¥, -debts and funding” from'’ 'current con-"
- tracts) could carry it over this' period, -
. Langley sand jinan 1nterv1ew He said it i
" had expected ‘the resrdentlal market to
{ - improve and fiad been forced to rediice’
- gtaff- vqhen ‘this dld not matenallse :
The- d1srmssa1" of Langley Fox Develop—
1 ments dlrector Jonathan W:lhams was
an, amlcable one. Theé group was trying
' 'to™ find talternative employment for
"+ Langley" Foxleldmg Partnerslup di-+
rector. Dereck Lockwood who.was dis-
"+ ¢ missed as a trimming measure. The res- |
i ignation:' of director:. -Alan” Slater ! was
s mostly “iniprotest” agaznst Lockwood’ S
o drsmmsal,:rLangley»sald TR
Questmned*about allegatlons that' contrac-..
 tors: had walked off site after not- being
+ paid; he said this was due toa misunder-
-+ standing "with; the: barik ‘and had .been
rectified: The. teams were. backson site,
The group s Langley Dicks. Home Builders
" would be. .dissolved 'as 'soon, ag;its con-
o tractual obllgatrons iwere . completed .
. Joint diréetor Geoff Dicks wouId do con-

il '

- tract work for- Langley Fox~

Thls Was because the company was fmdlng-
Uit chfﬂcult to, ideritify land in Sandton for

affordable housing*+-* |

De¢velopment -of: ‘the:’ proposed Rom
Hathaway ‘residéntial project:in-Paul:
shof | ‘would hopefully be - stanted in the

v next»two weeks, despite guarantees not *
5. yet:being, furmshed«x ,,_,“! e d
Langley:sald rtumoveru for,? the’ group
.amounted, - to ~about’;. R20m= in - the'

.+ 19807199 year ands.all: du'ectors had "

-« been:paid their profit:'sharé-for: that :
permd 1t was unlikely the group would”
report a»prof:t for the present financial

o he saidia ) v e try

s by utwéigh. ébts dnd;
am trymg to séll offaﬁome land to
'_allewate' the cash-flow sit iatiph, pre-
sent 1 pro;ects are generat: & sqffm:ent !
*.-cashi-flow to.carry.the;grolip through,” !
Langley said. The dlrectors ‘concerned
- . were not ava:lab[e for comment. .




said. :
There were four basic deter-
minants of any SA govern-

ing and education, he said.
“We are starting to get some
g0od quantitative advice from a

sald, “the rand will apprecia
and reduce inflation by a point
or two,” he forecast,

By Derek Tommey * L3
‘Tough conditions in the constrye-
sit] tion industry and a cutback of de-
5| fence orders for elecironic equip-
3% ment hit Grinaker Holdings in the
H| six months {o December.
il - Attributable profit dropped by
| 57 percent from R145 million to
R6,2million and earnings
7% dropped from 415c to 178¢c a
i1 share The interim dividend has
i1 been halved from 10c to Sc a
' 8

~7..'5\'*’-‘\0,‘'.7’a'=\rsr, Grintek, fared rather better.

A reduction in defence eontracts
affected Grinaker Electronies,
one of its two operating com-

panies. But its second operating -
company, Siltek, managed a 15 -

percent rise in earnings,

This helped limit the drop in
Grintek’s earnings in the six
months to 11 percent from
Ri38 million to R12,3 miltion, and
the decline in earnings a share to
10 percent from 7,1c to 64ec. - W

Nonetheless, the interim divid!

Defence cutbacks hit Grinaker(2

dend has been cut by 29 parcent
fmmz,ictol,’iqashare.

. rha .

Grinaker chairmanr Jan Rob-
bertze said yesterday the con-
struction company’s earnings
were 62 percent lower and simi-
lar results were expected for the
sepond half,

He said the construction group
had suffered from decreasing
margins, particularly in civil en-
gineering and related activities.
Order intakes declined in real
terms. -




Deﬁ'eme cutbacks hit Grmaker%%

By Derek Tommey

Tough conditions in the construc-
tion industry and a cutback of de-
fence orders for electronic equip-
ment hit Grinaker Holdings in the
six months to December.
Attributable profit dmpped by
57 percent from R14,5 million to
R6,2 million and earnings
dropped from 41,5¢ to 17,8c a
share. The interim dividend has
been halved from 1dc to 5¢ a

hare,
Grinaker’s electronic subsidi-

7,'5\7— 4

avy, Grintek, fared rather better.
A reduction in defence contracts
affected Grinaker Electronics,
one of its two operating com-

anies. But its second operating
company, Siltek, managed a 15
percent rise in earnings.

This helped limit the drop in
Grintek’s earnings in the six
months to 11 percent from
R13,8 million to Ri2,3 million, and
thedechnemeammgsashareto
10 percent from 7,1¢ to 6.4c.

Nonetheless, the interim divi-

dend has been cut by 29 percent
from 24¢ to 1,7¢ a share.

Grinaker chairman Jan Rob-
berize said yesterday the con-
struction company’s earnings
were 62 percent lower and simi-
lar results were expected for the
second half.

He said the construction group

had suffered from decreasing

jcularly in civil en-

incering and related activities.

Order intakes declined in real
terms.
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Defence cutbacks
Grinaker interim

] EDWARD WEST |

ANGLOVAAL construction and
electronics group Grinaker Hold-
ings has more than halved inter-
im profits because of defence in-
dustry cutbacks and low levels of
business activity in the building
and construction sector.

In spite of turnover increasing
marginally to R1,02bn from R988,3m
in the six months to December 1991,
earnings fell 57% to R6,2m from
R145m when compared with the
same period last year.

Operating profit fell 48% to
R24,7m (R47,3m). Gross profit mar-
gins fell to 2,4% from 4,8%. Pre-tax
profit fell 45% to R28,4m (R51,4m). A
tax rate reduced to 40,1% from 45,5%
cut taxed earnings 39% to R17m
(R28m). Earnings a share fell 57% to
17,8¢c (41,6¢) a share, The interim divi-
dend was halved to 5¢ a share.

Grinaker’s electronic interests are
grouped under listed company Grin-
tek, which saw earnings fall 11% to
R12,3m (R13,8m) in the pericd under
review. An interim dividend of 1,7¢
(2.4c) a share was declared. Grintek's
major subsidiaries are Siltek and un-
listed Grinaker Electronics.

#om) 25\, \a2
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_ Grintek chairman Jack Saulez said
in a statement that although the re-
suits mirrored difficult trading con-
ditions in the electronies industry all
was not gloomy.

_ Grintek’s biggest subsidiary Siltek
inereased earnings 15% to R17,7m
(R15,3m} in the period. Though the
plgnned expansion of offshore oper-
ations might not affect profits in 1992,
networking product exports would be
increased and would contribute to
future earnings growth.

Slitek strengthened its networking
technology interests by merging sub-
sidiary Grinaker Data Systems with
Architectural Network Systems from
January 1 1992, resulting in a 60%

: %ot
rofit

investment in a new company, said
Saulez.

Grintek’s other major subsidiary,
Grinaker Electronics, continued to
experience the effects of defence
spending cuts. Earnings were 47%
lower than the corresponding period
last year, said Saulez.

He said project management and
design divisions performed well, but
mamufacturing divisions traded un-
profitably. “Progress has been made
in reducing the company's reliance
on defence contracts,” he said.

The company also developed new
products. These include a recently
launched security product called
Neighbour Call and other applica-
tions of locally developed under-
ground laser technology.

Saulez expected Grintek’s profita-
bility to improve for the remainder of
the year and he expected annual
earnings to exceed those of the pre-
vious 