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‘Building plans io the va-
‘lue of R5T 114 000 were
passed by the city engin-
ErS department in 1986.

. This is an inerease on
the 1985 figure, which
.was R56 062400, even
.though 61 more plans

~were passed in 1985
| compared to the 839 in

1986

In.Décember 1086 the
reity approved 58 plans
“at an estimated.cost of
Rz 455 300,

“+ The most costly plans
approved by the depart—
| ment for December, esti-
mated at; /R615 400, were
1.for, a block of . 15 flats,
"built in; St Peters Road
fby G. M van Zummeren.

' The. only other; build-

"ing tmbe approved that -

, cost-'ovék R100 000 was
the-offices foriR.B, Har-
raway m 'PedrceiStreet,
whlchg:vpre estimated to
b e"ostR496 000,

isiThe ‘most; lunusual
plan passed was' for a
‘gun safe, e stxma edx-at

52 DDR

| ,R15 000, in Epsom rﬁoada -
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SA TOLLROADS are operating suc-
cess_full% with average revenue 30%
higher than forecast, says Deputy Dj-
rector General of Transport Ronnie
 Moger. o
e says that althongh initial traffic
estimates were reagonably conserva-
tive, he is happy‘the projects are
ahead of target,

Three state-run tollroads are pres-
ently operational — Tsitsikamma on
the Garden Route, Marijannbill near
Durban and Kranskop in the North-
ern Transvaal,

Gross revenue from the Tsitsi-
kamma tollroad of R725000 was

Wy WA Fapes
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Revenue from tollroads
30% higher than forecast

slightly below the budgeted income of
R761 000 for the financial year to
March 1985,

However, Meyer says that since
raising the tariffs in June, income yu
to November is 30% higher than bud-

get, - )
The Mariannhill toliroad between

Pinetown and Kioof near Durban, has
been doing very well since it opened
in Mareh last year, says Meyer. “Tak-
ings are 35% up on predictions.”

Revenue from the Kranskop toll-
road near Warmbaths is 30% more
than exgaected, says Meyer. The road,
which has been ‘in operation since
July last year, is drawing about 60%
of the total traffic using the route.

Three other tollroads are currently
in the pipeline: the 4km long Dutoit’s-
Kloof tunnel, a stretch: from’Frere to
the bottom of the Van Reenen’s Pass
in Natal, and a part of the N1, from
Koppies to Vergenoeg.




ceiling_ mooted

Rise in subsidy_

Constructio
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By AUDREY D'ANGELO
and NEILL HURFORD

THE CONSTRUCTION and property
industries are expected to receive a
shot in the arm soon through a rise in
the ceiling price to qualify for the
first-time home buyers’ subsidy, from
R40 000 to R50 000. e

The National Association of Home
Builders has been pressing for this for
some time and its executive director,

Johan Grotius, said yesterday that'he:
believed it was now “almost certain™

that the government would agree to
the subsidy being paid on houses cost-
ing up to R50 000 exclusive of the site.

Stimulate demand

He said that this, together with
lower interest rates, would stimulate
the demand for homes.

Some building companies are spe-
cializing in homes qualifying for the
subsidy, now the most active part of
the real estate market.

They are developing sites all over
the Peninsula for buyers of all races.

But-the MDs of loeal construction
companies pointed out that the
R40 000 “ceiling” had been unchanged
for more than two years, while build-
ing costs had escalated.

This meant that houses had become
too small for many would-be buyers.

“If the ceiling is raised, it will make
all the difference to the home build-

(3

9
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ing industry,” said Bellandia MD John
Clark.

“Our houses have had to become
more and more compact as costs rise,
and it is becoming increasingly diffi-
cult to keep the price below R40 000.

“Two-bedroomed homes have be-
come more popular than ever before.
People are buying them and building
the third bedroom later.” .

Aska MD John Gloyne said: “The
ceiling of R40 000 was set at a time
when you could build reasonable
accommodation for that.

“Now the escalation of costs means
that you cannot build nearly such a
good house for that price.”

Willem de Klerk, MD of Multibou,
said that rising costs over the past two
years had made it “more difficult to
provide a decent house for R40 000",

Increasing costs

“With costs expected to escalate
18% this year, it is essential that the
R40 000 ceiling be raised,” he said.

Hans Moser, joint MD of Faircape
Homes, whose business is exclusively
in the area of first-time buyers, said
the raising of the R40000 ceiling
would be an adjustment to increasing
costs. .

It would allow houses of similar
dimensions and finish to twoyears ago
to be built.

“This move, when it happens, will
be long overdue,” he said.
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-rat Newcastle by Interna-
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previously imported from
pan, cool hot gases which
n the blast furnaces. Each
sts of 400 carbon steel
form the square-to-round
;eing welded into position.

By Frank Jeans

South Africa’s builders
come back from the holi-
day break far from in-
spired by short-term pros-
pects for the industry.
, The value of building
going on in the Johannes-
burg area at the end of
last month totalled
R614 million — a 15 per-
cent drop on the R724 mil-
lion for the same time in
1985,

There is little encour-
agement, either, from new
work in December which
was R10million as
against R32 million pre-
viously.

Mr Lou Davis, execu-
tive director of the Build-
ing Industries Federation,
believes it will be mid-
June this year before
there are clearer indica-
tions about future de-
velopments in the
industry.

“The formal building in-
dustry revolves aroung in-
vestor confidence,” he
says, “and much will de-
pend on how we bed down

15 percent d
new buildin

W

aftef” the” foMd ng
election.”

The Bifsa director be-
lieves that under present
conditions, there will be a
“structural change” in the
formal building sector and
a drift away from the
“multinational and go-go
projeets” and more to-
wards the smaller de-
velopments which will
give a much needed boost
to the medium-size con-
tractor. .

While there are plenty
of opportunities in the
low-cost housing area, Mr
Davis also foresees little
additional benefit to the
formal building sector.

“1 believe much of the
housing contraets will be
diverted to self-help
schemes and the smaller
black building com-
panies,” he says,

“This is a good thing,

for as the informal build- | «

ers grow they will devel-
op into more formalised
building areas, That is
what the industry wants.”

goin

;rityf,p;fices_mdoubled

1t Ve
babwe capital demand
still exceeds supply.

“ Building of houses in
the low-density suburbs
is also under way in the
first residential construe-
tion of any substance for
15 years.
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virtually no shops having
been vacant for two to
three years within the
central business district.

metres of prestige office
accommodation is avail-

Zambian
oil:search

LUSAKA — The Zambian
government and Mobil

filiate of Mobil Oif Cor-
poration, have signed a
production sharing con-

able, reprsenting one per-

v *

cession agreement for a
L PO

b Tl ]

Exploration Zambia In-|,! '
corporated, the local af-{’
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LITTLE improvement should be expect: -

edin:the SA construction industry ig the B,'"s,'"ess Dav. Reportar -

foreseéable future, said Federated Tim- . its worst, trading conditions since the

bers;group MD Dick Pratt. . Second World War, at a recent company
“For there to be an significant im- function in Pof Elizabeth.

provement in the tra itional construc- i ided great oppor-
tion industry, we will have to recejve a Black housing provide great oppor

;g ) unities. But Pratt said this market had
nedor Inflow of overseas capital, There 4 e handled correctly by the anthori.
needs to be a general \nprovement in -y ’0 Sl could end up with a burean-
confidence in SA as an Investment op- cratic nightmare” |
portunity for overseas groups,” he said, '

Pratt, who controls SA’s largest sup- “I do not believe Wwe must start seeing
plier: of ;building Materials, did not see stars where none exist, We have to ad-
this happening In the short term. here now to the best traditions of mar.

He gave his pessimistic forecast of the keting, Anything thit ¢reaks must be
building industry, whick ig experiencing  thrown out,” he warned, *;_ J

e =i

Fee———

——s

S T




- .454"’

f flabour force 0ff1c1al flgures show the '

i ardta i i e

.l an 2 ‘

mi,“.‘

o
,‘,_, &5

"\C;y" v

{ :‘ljﬁlupal ‘accord:
1o Jh@Dbn _
11road soonr

. 'si HAMISH MGINDOE :

*- FINAL agreement on the R1, bbn Johan- :

- pegburg-to-Durban tollroad is expected

" . to be reached before the end of rch
" between the Department of Transport
and the’ Tolcon consortium, which s
bankrollmg the venture. '

""Fhis was confirmed yesterday by 'l‘ol-‘
- con CE Ron McLennan who disclosed an
" interim agreement had been reached on -

~ the project late 1ast month, -

.~ ‘Tolcon intends to toll the N3 from
south of Heidelberg to the Hilton rcra.tl,1
and the "N1:from Uncle Charhes to
Kroonstad. -

i MecLennan said the consortium wlll
. build its own road across the Kheevers~
' fontein-Warden gap; making clearthatin.

" terms of SA toll road legislation alterna-

ia!\

-.,
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 tive routes must be provided.

.

The consortium comprises Murray &.
Roherts, Group 5, Grinaker, Sanlam and

n .h "'
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ts the project to be ﬁmshed by 2012.

¥ SA Association of Frei%ht Forwarders
executwe director Alan Cowell said the

* quality of the country’s roads
come a critical issue for man transport

. firms once the “fotters” of the road
;taermnt system were removed

 in terms of the Nafional Transport Poh-
cy Study 8 recommendatlons :

would be-
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Chubb earnings rise

A SHARP reduction in interest
charges helped Chubb Holdings
lift earnings a share by 24, 8% to
20,6¢ (16,5¢) for the half-year to
October 10, on a slight increase
in the pumber of shares in issue.

The interim dividend has been
raised lc to 7c a share and man-
agement is confident second-half
results will show an improve-
ment,

Group turnover increased by
12,5% to R42,16m (R37,4Tm), with

the electronic-security and fire- .

security divisions producing real
growth,

But the continuing recession in
the consiruction and building in-
dustry is still hampering the per-
formance of the physical-security
division, which showed only_a

[ ™ERvYN HarRIS |

marginal increase in turnover.

The 13,1% increase in trading
profits to R2,6m (R2,3m) indicates
margins were maintained, while
the interest bill declined by 42%
to R493 000 (R850 000).

The reduction in the interest
bill reflects not only lower inter-
est rates but a significantly lower
level of borrowings, down by

R2,5m (R5,5m a year ago) to R3m.
This left pre-tax profit 442%
higher at R2,16m (R1,5m). But the
rise in taxed profits was trimmed
10 29,1% at R1,1m (R865 000) by a
hefty increase in the tax bill.
Financial director Rob Firth
says some upturn has been noted
on the building-supply side of the

A e

hysical-security division, which
Eenefited the lock division.

“However, sales of safes,
strong doors and fire-proof cabi-
nets for record protection have
been hit by the slow construction
of new commercial and industrial
buildings.

“Furthermore, while many
businesses have closed down over
the last 18 months, few people are
starting new businesses,” Firth
says.

The forecast of improved
second-half results should come
from the continued strength of the
electronic-security and fire-
security divisions.

Chubb’s share price has lan-
guished around its current level

of 350c for the pa -




THE introduction of a labour-

system, instead of direct employniéent o

basis, has enabled LTA housing to almost double its

turnover since the middle of 1984, chairman Allan
. Bebbington said last week,

And more staff are being employed to cope with
its increased market share.

Three new contracts managers, iwo new quantity
surveyors and six more foremen have been em-
ployed and a third new quantity surveyor is sought.

‘Bebbington said that under the new system, the
number of artisans employed directly dropped from
1800 to about 400 and productivity increased dra-
matically. '

He said it took a year to iron out problems with
the new system. .

The following year the company moved into a
profit situation. '

In the current financial year it would again showa
profit, although at' a lower percentage of turnover
than last year.

Next year it was planned to consolidate and “re-
turn to the right percentage of profitability on this
kind of turnover.”

LTA Housing projects in the Western Cape in-
clude 500 houses at Elsies River, an old age complex
%t the Strand and plot and plan houses in Cape

own. -

-

(. W ' -- woo-

Allan Bebbington
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| Department has WuwB govt contract for Basil WV

awarded -a civil n .
engineering contract worthmore ‘' [ - ' Business Day m%ona_. ’ _uE_&umm. B;ﬂm«

E..E wwuBSwmmmwmmngv The company said the scope of .ﬂua—.ﬁﬂmﬁm.. .x
‘Basil Read has announced tha e work included construction of .. : / Y

works.on site — in the North armaments and storage depot " The ooEHmoE ) mB.
Transvaal, about 20km from Na for the SA Defence Force, roads, more than 300 nwm%_o on site,
aSBmvnEn — will start at the be-  .concrete paving, water and sewer ﬂ% completion of Eémoﬁ due

ginning of February. = - reticulation, various concrete- ~ within 27 months.
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Bulldmg mdustry in trough befg)

The’; downturn m the South Afncan )

buxldmgﬁ mdustry has "stéadiéd. and; 1t

now finds itself in the trough before the” '

upswing, outgoing president of the Pre-
toria Master Builders’ Association, Mr
Neels de Jong, said yesterday.

e

He was reactmg to. buﬂdmg industry
flgures released:by..Central. S
Services (CSS)inh Pretorias

“These show! it e
value of buildibg; plans;passed

in black urban areas.

.for*ig)ﬂ -£'try-to help finance building i in the-black

[?gupswmg
decrease was¥ 1 Wer han’the drop of

+,.18,5 percent fromi1084 1o 1985, 7801 (.

The' value of” btuldmg ‘plan ‘passed
for dwelling"™ houses ", increased, by
21,3 percent Jast” S(e'air,.but the .average
price of each liouse was only /R42 600
against R53500 the year before due to
more plans passed for dwelllng ‘houses

Mr"‘de Jong called on the aGovem-
rient” to"liaise with the bulldmg_mdus-

housing sector. — Pretoria Biireat.

CS W

was 12,5 percent less'than’in’ :1985“%116
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Call for siudy
+~f'of on-shore
construction
facilities

By GAVAN (XCONNOR
Municipal Reporter
PORT ELIZABETH
could soon redouble its ef-
forts ‘to benefit from ex-
ploitation ‘of Mossel Bay
gas by launching a study
into construction of on-
shore facilities for the

project.

The City Couneil's
Policy and "Resources
Committee will, consider
a recommendation this
afternoon that consult-
ants report on the cost
and implications of pre-

paring a study on the on-
shore facility similar to
that prepared for the off-
shore facility.

Mr Arthur Clayton,
City Engineer, reported
that a recent MCI and civ-
ic deputation to the Cen-
tral Energy Fund had
been congratulated on the
interest the city had
shown and that it had be-
come clear Port Eliza-
heth was well ahead of
Durban and Cape Town In
this area.

It had been pointed out

pp————

the city’s efforts had been
concentrated on the off-
shore platform and the
delegation had been ad-
vised not to ignore the on-
shore facility which
would involve contracts
three times larger than
those for the platform,

Mr Clayton said there
was some doubt that tech-
nology for converting gas
to liquid fuels would be
made available to SA.

If the cily wished to
stay ahead of Cape Town
and Durban, he said, it
seemed likely that an ef-
fort would have to be
made to investigate con-
struction of the -on-shore

\,fac1l1ty ‘-x- .
a ‘“After consxdemng ‘Mr
-Claytons repo;:t! the De-

velopment Working Com-
‘mittee has, recommended
fo,  the Polmy and
Resources Committee
that a team of miinicipal
officials ‘and.Midland
Chamber of ;h‘dustries
representatives be ap-
pointed - to continue - to-
proinote the city for the

_gas project.

Another recommenda-

| tion was that the_City

Engmeer be authorised to
visit SA organisations to
mvest:gate the possibility
of construction of the on-
shore facility takmg place
in the city andalso to visit
the 'overseas’ plant - on’
which .the Mossel. Bay' ‘
project is to be modelled.
® Revampmg of. the
Feather Market Hall has
been stalled and an 18-
month option-given to de-
velopers has expired.
® Thé Eastern Pro-
vince :Rugby Union has
asked’ for an addlt:onal,
loan because the contract |
pricé ‘of R1,6 million for
improving the Boet

. Erasmus Stadium®- - was

eonsxderably higher.:than
expectéd, but it is unhkely
this will be granted, .

:@The R1800 cost of. .

' miking 100 clocks for the

Ma¥or to present to local |
businessmen will be con-’

*sidered by the committee.
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BASIL READ, the civil engi-
neering and building con-
tracting company, is private-
ly placing 3,5-million shares
at an issue price of 175c a
share.

There will be a total of 13,5-
million shares in issue after the
placing. The offer opens today
zmd closes on Wednesday, March

The shares are expected to
make their debut in the building
and construction sector of the
JSE on Wednesday, March 11,

The issue is not being under-
written, but the directors are
confident the share placing will
be fully subseribed. The sponsor-
ing broker is Martin and Co.

The purpose of the listing is to
raise R6,12m to expand the ac-

tivities of the group and to offer |

employees, business associates
and selected parties the oppor-
tunity to take part in the growth
of the group.

After Basil Read's manage-
ment buy-out, the group was
obliged to raise its own finance.

[ mErvYN HARRIS |

This, with high interest rates
prevailing in 1985 and 1986, re-
sulted in abnormally high inter-
est charges.

The interest bill rose from
R601 000 in 1984 to R2,9m in 1985,
falling to R1,98m in 1986. The
effect was to stem the rising
earnings trend which peaked at
29,4¢ a share in 1982,

After dipping to 25,5¢ a share
in 1984, earnings recovered to
29.2c in 1986 and the directors
are forecasting earnings of 31,9¢
for the year to June 1987, based
on a weighted average of more
fhan 1i-million shares in issue,

The earnings forecast of 37,3¢c
a share for the year to June 1988
is based on 13,5-million shares in
issue.

The directors intend distribut-
ing between 30% and 35% of
taxed income as dividends. As
the group will only be listed for
about four months of the 1987
financial year, the planned divi-
dend of 34c a share represents,

T

Basil Read makes @\
offer of 3,5m shares
in private placing

on an annualised basis, 114c a
share, yielding 6,5%.

The proposed dividend for the
1988 financial year of 124c a
share yields 7,1% on the issue
price.

The group has a 1987 order
book of abhout BR200m, including
R20m housing and develcpment
work and R39m for the building
division, with the balance of the
order book made up mainly of
civil engineering work.

The group has plans to diversi-
fy, particularly in the property
development, black housing and
mining sectors. Further long-
term benefits are expected from
the group’s 16% holding in Toll
Highway Development, which
was formed to privatise the Kru-
gersdorp to Springs toll road.

Furthermore, Basil Read has
a 20% interest in a consiruction
joint venture formed to under-
take the construction of the toll
road. Negotiations ito privatise
the toll road are expected to be
finalised this year with construc-
tion beginning soon: afterwards.

——




BASIL READ ,'m\‘q,\\gﬂ@ﬂ
Bold plans @)
Basil Read comes to the JSE 1 act of

bravado, confidently pitching its shares into
a pall of gloom overhanging the building and
engineering sectors. So confident, in fact, is
the company of finding eager hands for the
3,5m shares it intends placing privately at
175¢ that it has decided not to have the issuc
underwritten.

The issue appears in little danger, though,

| given that Basil Read comes with a profit

history that looks creditable in the light of
traumatic trading conditions, and its shares
at 175¢ are quite attractively pitched. At this
price, the prospective earnings and dividend
yields are 18,2% and 6,5% respectively, com-
pared with average yields of 6,3% and 2,7%
on building sector shares. Whether or not
there will be much stagging profit in the
issue is another matter. Stags are not what
this issue is all about.

Since 1982, turnover has grown from
R85m to R147,4m in 1986, and is projected
to reach R155m in 1987. After-tax profit
moved from R2.2m to R2,9m, and should
reach R3,53m in 1987 and R5m in 1988.
While the performance on paper looks like
nothing to write home about, it was accept-
able for a company whose main sources of
business are in civil engineering, earthworks,
road construction and building and housing.

The fact that Basil Read is one of few
companies to have changed hands in a man-
agement buy-out is unlikely to do its image

much harm either. The group was founded in
1951 by Basil Leonard Read, and in 1574
joined forces with CMGM and McLaren
and Eger to become the major elements of
Group Five. In 1984, ownership changed in
an unusual management buy-out involving
380 employees, including 125 black employ-
ees. Today, no single employee shareholder
holds more than 2% of the equity, but after
the listing they will collectively retain 70% of
the shares,

At the time of the buyout, Group five was
paid R6m by buyout members, and it
stripped another R9m from the company via
a special dividend. This placed a 3 times pie
on the deal. If the shares trade at only 175c,
Basil Read’s capitalised value will be
R23,6m, providing an attractive premium to
staff members who paid R15m.

The issue, while perhaps offering little
stagging profit, should attract sufficient seri-
ous investors to fulfil management’s main
objective of having their shares listed and

traded above issue price. Neville Glaser




ket has a better tone though this has not yet

translated into better prices™,
Yet the rebound from loss to profit has Ieft
S M GOLDSTEIN P) ‘1 ’l?ﬁ/{ 377 him far from satisfied. “Our return on share-
- @ holders’ funds is very low”, he concedes, but
More to come & . he is confidently predicting that earnings,
One of the first signs of an improvement in 10,5¢ a share for the six months to Decem-
building and construction market has ber, will reach 50c a share (R5m) in the year

the bt S M Goldstein's (SMG) results. to end-June 1983,

come 1n Stan Goldstein sees the main rea- Though the homebuilding section contrib-
! Chalrma?h turnaround as the ending of utes only 20% of turnover, it was homebuild-
g 'f;'r eGou h Cooper’s losses. But he ing subsidiary Gough Cooper which dragged
;‘;?;:sfgthat ‘gthc whole construction mar- SMG down. Concentration upon the “bur-

geoning black home market”, of which Gold-
stein estimates his group has 5%, has been g
major factor in Gough Cooper's improve-
ment and about 70% of turnover is black
housing.

A new entrant to the market is Goldstein
Homes {GH), whose objective is mass-pro-
duction of black homes; GH sells only to
blacks and does not personalise its housing as
does Gough Cooper. “Blacks are very discri-
minating buyers and every bit as particular
as whites, thus we must and do deliver exact-
ly the same quality”,

On-the construction side, Goldstein says
market share has “rigen steadily” and
R205m or four fifths of last year’s turnover is
already in the order books, “We are known
to work fast and deliver ag promised”, says
Goldstein. Current projects include the
Armscor headquarters, parliament building
in Lebowa, new mine hostels, Richards Bay
coal bunkers and several sewage treatment
plants in Natal.

Goldstein attributes the success of the con-
struction business to “dedicated and deter-
mined staff” who moved into the homelands
market, where a lot of fized investment s
taking place. He also emphasises geographic
and market sector diversification, which, he
5ays, helped the group to survive.

Some of the work on hand will be at better
margins, but margins have already improved
from 0,7% in the six months to Becember
1985 to 2,1% in the second half of 1986.

Borrowings are a problem. The company’s
debt:equity ratio is 62% and Goldstein ex-
pects the financing of black housing to “af-
fect our gearing in the short to medium
term”. Management is examining financing
options which may avoid further increases in
borrowings.

Goldstein, however, says he considers an
increase in the debtiequity “not that impor-
tant if one has a reasonably short-term profit
objective in mind”. Still, if funding plans

116

black housing is financed by building soci-
etics, with almost all bonds guaranteed by
employers or by the government. Problems
usually tend to arise at the lower end of the
scale,

Financing will be given priority as Goid-
stein believes the group is on the brink of
another growth phase. He says he is confj-
dent his earnings forecast will prove correct
on the basis of the amount of work on hand,
the projects the group is bidding and negoti-
ating for, and the strength of its land hold-

GOLDSTEIN'S RETURN

Six montha to  pac 31 Jun 30 Dec 31
‘86 ‘88 ‘86

Turnover (Rmj..... 127.2 1326 1389
Operating

Profit {Rm} ......... 0,9 0.9 2,9
Attributable

Prefit {(Rm) ......... {0.8) 0.8 1.1
Earnings (¢} ....... 5.8) 7.9 10,5
Dwidends (c}....... — — —

fail, the ratio could increase to 100%, Most”

ings in the biack market. A bonus could arise
if the application for reclassification of cer-
tain land hoidings to coloured areas is suc-
cessful,

At 195¢, the share, which has leapt from
90c last May to a high of 200c this month, is
on a forecast earnings yield of 26%. This
makes it look like a classic recovery stock
and ready to climb further,

Pat Kem:z

B
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Re-think needed on exemptions
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 QNE of the Big Three produc-
s in the cemer_lt_ cartel has

eaChairman o
s pﬁa), Peter Byland, said:
a-that all the issues be carefully con-
. sidered.” .

o1 e was commenting on develop:

two-yeal exemption 10 cement pro-
ducers from
| Maintenance an Promotion of
! Competition Act 1979
o The exemption, granted in May,
inas on condition that the three
. major producers tried to increase
. -+ the degree of competition within
C .the industry.
‘ Addressing ghareholders in the
n A Alpha annual report, Byland said
© digcussions were being held with
ethe poard with 2 view to finding
_.guitable ways of meeting these re-
Mquirements.
e “The board appears to recognise
i-~the merits of the industry arrange-
»t unents and has emphasised that it
does not wish to bring about any
) __disruption in the market place.”
He said cartels were a feature of
the free market system and had

L

on changes

"A Alpha watr

|

developed because
iar circumstances
intensive

“They
and cannot re

industries.

assets in troubled times.

prices

selling

ers mi

substantial
for plant re]

the most economical capa-
city expansion costs about
This means that cement production

i y having
some form of market stability, that

prices as

0.

sion, he said.

Byland said
petition between t

ers to

highest

cemen

by world standards,

achieve the
profitability,

t industry, W

low as possibl
He said that provided

e producer.
tain market, produc-
willing to risk th
investments required
Jacement and expan-

the existing com-
he three produc-
lowest produc-
tion cost per ton and thereby the
ensured that
the cost effectiveness of the local
hich was high
+would prevail.

R500m.

of the particu- |
facing capital-

a cartel i
acted responsiblfy, it could be in the \
pest interests th

In an uncer

ght not be




Although the workmen seem busy,

wiil they finish the house on time?

SOWETQ  home-owners
who have hired the services
of black-owned conmstruc.
tors and builders have ex-
pressed anger and dissas-
tisfaction at the quality of
service rendered.

Most home-owmers who
wish to turn their match-
box-hemes into mansions

cxpetience problems with .

black constructors. Lack of
professional  service by
black constructors has led
to many home-seekers and
owners flooding to “sur-
burbs™ like Protea North,
Daobsonville and Mapetla
Extention rather than hir-
ing constructors to alter ex-

isting matchbox houses. *

Some clients have even
expressed the idea that
though white-owned ser-
vice charges were exhorbi-
tant, the speedy service
made the price worthwhile,

A housing-scheme in-
spector with 2 building so-
ciety in Johannesburg -
who asked not to be identi-
fied — confirmed the alle-
gations.

“Though the construc-

%wﬂmﬁm..g 8, 1987
;. B

PAGE3

tors are to blame to a large
extent, the problem is not
solely theirs. Sometimes
the clients have money
problems and this results in
the slow progress of the
building,” he said.

On-the-spot observations
found houses with incom-

L A Y si,ﬁ‘\lﬂmnw‘ Ly Ul-,neui paves
portt SANDILE: S Esaas
R N e TR e e :%%.%»9 Gie s

An mlooﬂvumnm _..o:mw that _..m,u _uo.n: u..m:_uo..m..m_q a

plete walls. Houses are of-
ten left in an shambles with
pot-holes, c¢ement and
working tools lying around.

In other places labourers
were seen milling around
the working area with
nothing to do. Asked to
explain  their position,

R
bandoned by
some labourers said it was

impossible to expect them
to work without tools,

A City Press probe has
revealed that a number of
home-owners  have had
their houses demolished by
black constructors, forcing
families to lodge with rela-

builders,

tives or friends while con-

struction on the home was

in progress, .

However, coften the af-
fected family is left in the
lureh as the constructors
disappear.

Allegations levelled
against black constructors
include:
@ Labourers work irregu-
lar hours and are undisci-
plined, T
® Construction-owners are
reluetant to buy the mate-
rial needed.
® Work on site is seldom
completed on schedule.
® Material used for build-
ing is of poor quality.
® There is lack of contact
between the home-owner
and construction company
owners, At times this has
resulted in the immediate
canceliation of contracts or
heated confrontantion.
©® Hired labourers wic un-
skilled and often cannot
us¢ current methods to
measure plans,
® After completion newly

homes have lea-
kages and sewerage prob-
lems, .

@ As constructors work at
several sites at the same
time there is insufficient
man-power.

A Diepkloof resident -
told City Press that it took .
a black-owned construc- -
tion company alimost a
year to complete his house,

“1 learnt that the man
was busy with another pro-
ject in anather area. I had
to go after him and neigh-
bours were saying that 1
didn't have the money to
cormmplete my house,” he
said.

Another resident said
they had to move into the
house before it was com-
pleted.

“We now live in & house
that has a nember of faults
and we have notified the
man  concerned  about
them. But for the past
three weeks nothing has
been done,” said the resi-
dent.

Soer o |
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IRRESPECTIVE of
Mossel Bay, the Le-
sotho Highlands water
scheme and booming
black housing, the con-
struction industry will
recover slowly.

“There was a time,” re-
calls Murray & Roberts chief
executive David Brink,
“when we had Koeberg plus a
couple of coal-fired power
stations, the Richards Bay
railway line and a big indus-
trial and commercial build-
ing programme all running
together.

“Mossel Bay and any other
large projects will be wel-
come, but on their own will
not get the industry working
flat out again.”

ARMSCOR

Stan Goldstein, whose SM
Goldstein recently pipped
M&R at the post for the R90-
| million Armscor building in
Pretoria, is more optimistic.

He believes civil-engineer-
| 1ng and building capacity has
been severely depleted by re-
cession. The trimmed-down
industry could soon be short
of eapacity again and looking
at respectable margins.

The civil-engineering and
construction industry de-
pends on gross domestic
fixed investment (GDFI),
which is thought to have fal-
len by 10% or 15% in real

w
w

terms last year. For four
years, builders have bled.

The big spenders in GDFI
are the Government and the
parastatal corperations,
mining, industry, commerce
and property developers.
Right now only the mines and
Escom — on a reduced scale
— are spending,

The Government has been
forced to stash its real spend-
ing on infrastructure because
its excessive salary and other
day-to-day running costs
have exceeded its tax in.
come.

Not only has the Govern-
meqit failed to spend on infra-
strueture, it has neglected its
maintenance,

NOBLE

In its long-term economic
plan, the Government has
committed itself to keeping
its deficit ‘before borrowing

to less than 5% of gross dom-

estic product. . -
This noble objective limits

its ability to spend on infra-
structure in the foreseeable
future.

One notes with interest,
though, Barend du Plessis's
statement at the Frankel
Kruger conference three
weeks ago that this objective
could be shelved from time to
time, depending on eircum-
stances.

Now appears to be the
hour.

The Government has de-

.clared its. intention to spend
-maore"ofi’ the third-world sec-

tor-— on urbanisation, black
housing, education and town-
ship electrification. Afforda-
bility remains the big limita-
tion,

The private sector will
also be a big spender on black
housing. Thousands of em-
ployed blacks, particularly
Zthose in the public sector, are
demonstrating willingness
and  ability, with their em-
pleyers’ support, to build
their own-houses at g cost of
[between R25 000 and R40 000.

IDIAGONAL STREET/ by DAVID CARTE =~

Construction on firn
(%

base after bad—

In the past, parastatals, sach
as Escom, could expand as
long as they could borrow. No
longer. So their spending has
fallen dramatically. There is
little prospect of a real in-
crease, although one civil
engineer believes the a go-
ahead on the Majuba power
station is imminent.

GLUT

In the private sector, few
industries are expanding ca-
pacity. In fact, there is a glut
of industrial space in all the
main centres.

Hundreds of thousands of
square metres of shop and
office space are looking for
tenants.

Outside black housing, Le-
sotho Highlands and Mossel
Bay, the only bright spot is
mining where companies
such as Shaft Sinkers and
RUC (owned 50-50 by M&R
and ncor) cannot cope
with demand and many other
civil engineers are picking up
work above and below
ground.

Mossel Bay should be
worthk R5,5-billion — 70%, or
R3,85-billicn, of which will be
spent in SA. The Government
reserves the right to cancel
the project (aiter the elec-
nou.%.

Assuming a go-ahead,
most of the work will go to
structural engineers, ship-
builders and pipeline com-
panies, not to civil engineers
and construction ecompanies.

SHOT IN ARM

The Lesotho Highlands
scheme will be a far greater
shot in the arm, as will any
private-sector synthetic fuel
project.

Judging by the lack of en-
thusizsm one detects among
potential participants, syn-
fuel appears to be on the
shelf.

Toll roads could provide an
itnportant source of work.
But construction companies
will have to get institutions
to help fund them.

M&R and Group Five will
build the toll road from
Heidelberg to Mooi River
and Concor, LTA, Basil Read
and Grinaker the one from
Springs to Klerksdorp. Each
company will gain at least
R20-million a year of work
from this source, which is
likely to grow.

All things considered, the

.mqm.wmmw outlook for civil

engineering and construction

has improved even if it is still
not brilliant.

Companies have reduced
overheads to the bone. They
have taken nasty medicine so
even on small volume im-
provements, there will be im-
pressive recoveries from
present depths.

After its bath, Group Five,
for instanee, is looking for a
R17-million turparound next
year,

After losing Ri0-million in
1986, Concor has reported
break even and aims at R2-
million after tax in 1988. It is
capitalised at R14-million —
only seven times conserva-
tively stated forward earn-
ings.

David Brink confirms that
Mg&R’s industrial companies
are experiencing a marked
improvement.

is company and others,
such as LTA, will benefit
from lower interest rates and
non-recurrence of losing con-
tracts, if not immediately by
much better demand.

M&R appears to have been
more than conservative in
accounting for last year’s di-
sasters. So I would not be
surprised at a fairly dramat-
ic revival.

Ola Grinaker once told me
a civil-engineering and con-
struction company wasg as
good as its people. This
seems to have been borne out
over the years.

Over the years, companies
controlled by entrepreneurs
— Roberis, Murray, Stewart,
Grinaker, Savage, Lovemore,
Goldstein, Bester, Read —
have outshone their profes-
sionally managed rivals.

The worst performers in
recent years have been the
giants — LTA, D&H (Group
Five) and M&R.

Had it not been for its
Anglo American connection,
it is conceivable that LTA
would no longer be around.

LTA seems not to be bot-
tom-line driven. It appears to
take volumes of work with-
out sufficient regard to pro-
fitability. Anglo is always
there to recapitalise in case
of need. ,

LTA is expected to recoup
millions on disputed Soweto
and SA Transport Services
contracts. If so, recoveries
will come back above the
line. The company’s image on
the Johannesburg Stock Ex-
change has been severely

»

damaged, but LTA will re-
cover despite itself.

Some of the smaller com-
panies — for instance, Gold-
stein, Basil Read, Ozz and, on
a larger scale, Grinaker —
have fared less awfuily and
appear to be wresting mar-
ket share from the giants.

But one construction
heavyweight warns against
being too dazzled by the sue-
cess of small companies get-
E_w large contracts.

“As LTA has found”, he
says, “you can lose a bundle
on large contracts. Some
small companies have taken
huge contracts at suicidal
prices and are highly exposed
to contract losses.”

Construction may be eycli-
cal, but in good times it is g
cash cow.

M&R's industrial division
was built on its construction
retentions, and D&H’s diver-
sifications came largely
from cash generated by Sav-
age & Lovemore,

Group Five also stashed
construction retentions in un-
fortunate diversifications,
Grinaker redeployed con-
struction profits more sue-
cessfully in electronics, but
less happily in National Bolts
and Claude Neon,

Most these companies
must regret that they did not
give surplus cash back to
shareholders., Perhaps they
will in the fature,

PROSPECTS

In the next year, lower in-
terest rates, slashed wage
bills and over-provisions iast
year will lift profits.

But a contract signed to-
day takes two years to reach
the bottom line. It may be
another year before better
business conditions start to
make themselves felt.

So far the construction
companies have been ne-
glected in an overpriced
market, The big thing for an
investor to remember is that
the shares will run long be-
fore the profits do.

The entire sector is likely
to move soon. Some shares
will obviously outran others.
To choose one from another,
one needs to scrutinise each
company.

On gut feel, the best con-
struction-related prospects
for the next two years look to
be M&R, LTA, new listings
Time ' Holdings and Basil
Read, Group Five, Grinaker,
Concor and Goldstein. )

i
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Bullders chief hits
out at price-fixing

By Frank Jeans

The Witwatersrand builders’ chief
yesterday accused price-fixers and
cartels “of ripping off” the indus-
try while it has been struggling to
recover from the long slump.

“Mr Ian McAlpine, outgoing pres-
idént of the Master Builders Asso-
ciation, in his address to the an-
nual meeting last night, said: “The
time has come for the industry te
put an end e unwarranted price
riges. We must investigate every
price rise thorcughly and resist an
inerease which is unwarranted.”

Urging a monitoring of the mar-
ket place to sort out the “price-
fixers, cartels and monopolies” all
of whom must be eliminated, Mr
McAlpine said they had been the
root cause of the pheromenal rise
in building costs.

He was in no doubt either, that
the building industry, in its present
state and with a declining work-
force, could never cope with a sud-
den surge in activity.

While there are signs of an im-
provement, Mr McAlpine referred
to the “alarming drop” in labour
and ‘material resources and said
the industry no longer had these in
sufficient numbers to handle more
than a mild form of recovery.

“Even a gradual increase in
bulldmg activity would see costs
rising progressively as greed and
shortages of materials bit and the
extremely serious scarcity of

Mr Grahom Volck was elected
president of the Master Builders
Association (Witwatersrand) ot
last night’s meeting.

Mr Volck, a director of builders
and cement merchants, Macdon-
ald & Volck, is also a member of
the executive of the Building In-

dustries Federation.

skilled and semi-skilled labour
was felt,” he said.

“Tender prices must also rise
from their unrealistically low
levels once the work availability
crisis ends. Trading conditions
could become chaotie and the cost
of building would rocket.”

While he is confident about fu-
ture prospects, Mr MeAlpine ques-

tioned whether the builders could

contain inflation en their own.

Calling for a collective effort to
re-establish stability in the indus-
try, Mr McAlpine said that other-
wise there was no point in the
Building Industries Federation
spending millions on training faci-
lities for a vast pool of limited
skilled labour.

“Stability would greatly reduce
the risk factor in construction and
the manufacturing and material
supply sectors wouid be able to
plan ahead effectively and expand
with confidence,” he said.

“More entrepreneurs would be
drawn into the manufacturing sec-
tor, thus creating more effective
competition,

“The mothballing of billion rand
cement and brick production faci-
lities built on ‘gut feelings’ would
not occur and neither would
wasteful stockpiling of building
materials take place.”

Urging a Government-builders
get-together aimed at devising a
long-term strategy for orderly
growth of the industry, Mr McAl-
pine said this would prevent
“boom or bust” situations of the
past.

“Government efforts in this re-
spect have failed dismally only be-
cause the private sector was not
consulted and has not been active-
ly involved.

“Stability is our highest priority
in 1987,” he said.
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- . By Frank Jeans .
Un@thical fee competition based on outdated
codes, along with lack of co-ordination, is
splitting the building professions and re-
sulting in inefficiences and had reputations.

Indeed, the effect of this “professional
in-fighting” might well be seen in the growih
in the’number of actions against architects,
Statistics covering about 60 percent of the
market reveal that claims in 1980 totalled
R103 60, while in 1985 this figure had soared
“td more than R2 million.

These facts emerged at a seminar entitled
“Are the Professions Dying?” organised by
the South African Propety Owners
Association in Johanneshurg recently, and at
which architect Mr Owen Powell, of Neill
Powell Neill, hit out at the unnecessary and
heavy~“oyerlapping of services and
responisibilities of the disciplines.

Reféifling to the “nefarious breed of
consultdfits® calling themselves project
managers, Mi Powell said: “I know of one
instancé"whergla lawyer with no previous
construdtion’ gkperience, was appointed
project manager for a R20 miltion building

-
P s S

R

in-nghfing splits building professions

AE TR T B
develdopment” 77 % ‘

Commenting on the “rising wave of
trigger-happy, intolerant clients”, Mr
Powell also pointed a finger at the so-called
“clued up client who, through in-house
professionals” influences design ang
construction methods and systems.

“Often mistakes are client related and
then there is, to cap it all, the soaring rate of
indemnity litigation,” he said,

Urging the elimination of overlapping and
unproductive in-fighting, Mr Powell said
there was a need to clamp down on
unethical behaviour and poor and negligent
service before the client resorts to
litigation.

“The client should be able to turn to us for
solutions to his and the industry’s problems
— not the lawyers,” he said.

Endorsing the view, Mr Bernard Snoodyk,
development manager of Sage Properties,
said there was a grave shortage of
professionals to serve the needs of the
business community, yet they continued to
waste almost 90 percent of these resonrces
by illogical divisions of responsibilities, ‘
“There is an amazing_lack of interaction

126

what they were intending to proyide ™Y

: . =oar
between the professions and contracts sh-he
Said. :(“‘ % '»
Referring to the “brain draipsaMr
Snoodyk said South Africa had lost abut
40 percent of its professionals over the past
two years, and there was little evidence that
anything positive was being done by the
profession o reverse the flow.

While he did not believe the professions
were dying but were “bleeding badly”, Mr
Cliff McMillan, director of Ove Arup, said:
“The power struggle between client,
architect and quantity surveyor has left the
engineer out in the cold, mainly because he
talks a language that is foreign to all three.

“The divide and rule approach, rather
ithan building team commitment to the
project, convinces many young engineers
that they would be better off pursuing their
careers in ‘real engineering’, rather than
attending political meetings where
whatever they do is changed half a dozen
times in a mismanaged process beforg the
project is finally buijlf, .

“They are often, too, blamed by a clignt
who was never informed as to pretisely

4
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PARTIAL privatisation of road
testing facilities would come into
force after promulgation of the
Road Traffic Bill now before Par-
liament, a Transport Department
official said at the weekend.

And drivers of vehicles used for
hire or reward would have to apply
for professional driving permits in
terms of the Bill,

“Private heavy goods vehicles
and all passenger vehicles contain-
ing 12 seats or more will have to
obtain this annual roadworthy cer-
tificate,” the official, Pen Main-
waring, said,

To spread the testing load — esti-
mated to become five timé§ the
numberof vehicles in thie traRsport

Ry V%

' New trans

[ MICK COLLINS |
industry currently requiring certi-
ficates of fitness — privately
owned testirig stations would ajso
be recognised and registered.

In addition, all private and pub-
lic vehicle testing stations would be

upgraded according to standards.
laid down by the SA Bureau of

Standards.

“Registration and subsequent
monitoring 'of testing stations will
ensure that standard tests are car-
ried out by adequately qualified
personnel aecording to prescribed
procedures,” Mainwaring said.

Bill at a July 4 to 8 trans\';')ort con-
vention at Pretoria University.

“Once the Bill is in in force, driv-
€rs requiring a professional driving
permit (PrDP) will have to present
an existing valid driver's licence
and a medical fitness certificate on
initial application and with subse-
quent compulsory biennidl applica-
tions for renewal,” %

Mainwaring added PrDPs would
be issued subject to consideration
of a driver’s licence, heaith, vision
and traffic offences record.

He said the reguliitidns would
also call for transport vefiicles to
carry a plastic card identifying the
operdtor of the vehielew

1.

He'would be speaking on the riesi -

port permit system |
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Large amounts

Municipal Reporter

A PROPOSED capital
programme of R61,1 mil-
lion for 1987-88 will be
considered by the Port
Elizabeth City Council’s
Policy and Resources
Committee this after-
noon.

A capital programme
of R54,2 million was
approved for 1986-87

Among the large
amounts earmarked for
the next financial year,
which begins in July, is R5
million on Langenhoven
Road, RL1 million on
Mati Road reconstruction

and R1,6 million on the
urban traffic control sys-
tem for Main Street.
While controversy
rages on the new route of
the Strandfontein link to
Summerstrand, the pro-
gramme sets aside
R730 000 for the project.
For housing, the pro-
posed eapital programme
sets out expenditure of
R8,5 million from
natmnal housing fund in
the northern areas,

Ero osed for furiher

SUSTEEILITeE

roud conslrucllon in PE

R976 000 in the Indian
area and R694 735 in the
city.

© The Cape Provincial
Executive Committee
(Exco) wants to reallo-
cate Pori Elizabeth’s
beaches to various races
but will not do so until the
President’s Council has
completed its report on
separate amenities legis-
lation.

This response has heen
received by the City

Council in answer to its
vote last year to open the
beaches to all races and
the referendum in which
most people polled fa-
voured segregated beach-
es

The letter from the
Provincial Administra-
tion is tabled at this after-
noon’s meeting.

® The Algoa Regional
Services Counecil (ARSC)
is to be accommeodated in
Brister House — one of

the Port Elizabeth Mu-
nicipality’s office build-
ings.

The City Council has
been appointed the princi-
pal agent for ARSC and is
empowered to do pre-
paratory work and to in-
cur costs, the City Trea-
surer, Mr Amandus
Strydom, reports to this
afternoon’s meeting.

Alterations are already
in progress to provide
offices on the 17th floor of
Brister House,

@ A competition for the
best design of a municipal
cheque will be weighed by

the commiitee thls after- .

noon. .
The! councll lssues

about. 30000 cheques a -

year to a wide spectrum

of institutions and people, © -

many of whom _live ont- -

side the city, Mr Strydom
reporis to the comm:ttee

N Improvements to
ventilation-at the’ Market -
Square bus station - will
also be consxdered

Last year at this time -
the matter came before.
the committee but: was -
deferred for a-year.

The City:. Engmeer
recommended at the time
that consilting engineers..
go ahead with detailed de-: -
signs and, tender docu-
ments for improvemeénts .

to ventilation which e

would cost more than
R305 000,

0A proposal to alIow
the National Chinese
Tournament, * which ‘in- -
cludes a variety of sports,

to be held in the Feather -

Market Hall- complex -
next month -at-a reduced .

* fent 'bwll also; be consu'l-’ i
.'."éls ed ). <A

Latad i”‘-’ :-f_,b

FOTS I
:'\r> :
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SOPHIE TEMA .- 9 - scheme that we were encouraged to ex-
- o waz%omm und gets a boost &l heai e mein
& THE IBM SA Projects Fund (IBM A ; it e . erease the loam facility by a further
- " SAPF) loan scheme has been increased ; R T v R I 8500000 %o v SN
-%.. by $500 000 to hel small builders-affili- made in Johannesburg this week. Addressing representatives of the ““A jarge construction company has |}
©  ated to black vilders’ associations.. _ TheIBM fund initially made available  various associations in the PWV area at  also offered courses in skills such as site
throughout the PWV. . 1R300 000 to use as bridging finance for the launch of the project, branch man- . management_and 1a -out, estimating
sges~ . /This announcement of the extension of - the Small Builders Contractors Associ- -ager of the fund eville-Davies said:  contracts, specification documents and
dant Emﬁﬂg project, starteda year ago, was -’ ation (SBCA). . o~ ..mw—or_wm.m.ammn the success of the SBCA tendering. ,.. M..\ ST o T
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Six Month
Civils Spend

numeer or 830

THE CIVIL engineering sector contin-
ued to record gains during February,
~ whenR215m in contracts was awarded.

This brought the total for the first two
months of 1987 to R365m, which com-
ared favourably with the R250m and
80m awarded during the first two
months of 1985 and 1986 respectively.

The SA Federation of Civil Engineer-
ing Contractors (SAFCEC) said yester-
g day the Jlargest single contract was
=| R27,5m for the construction of the civil
=  structores for turbine sets 5 and 6 at Ma-
timba Power Station, which Escom
awarded to LTA Civil Engineering

(@2 )00 1813(5 7

Civil engineering contr

i MICK COLLINS i

(North) for completion in weuﬁoﬁﬁ.

SAFCEC said in the roadworks cate-
gory the Transkei government awarded
a R11,6m reconstruction of 30km of ex-
isting gravel road between Flagstaff
and Magusheni to Savage and Lovemore
(East Cape) for a contract period of 18
months.

A number of sizeable municipal road
contracts were awarded during Febru-
ary — in Boksburg, Stocks Roads will
undertake the widening of Barry Marais
Roa i onths at a

contract price of R5,1m. The construc-
tion of Langenhoven Drive in Port Eliza-
beth was awarded to Savage and Love-
more (East Cape) for R5,5m.

In Pretoria, the construction of a new
road bridge over the Moreletaspruit and
the extension of the double-lane Lyn-
wood Road would be undertaken at a

« cost of R4,6m. In Sandton, Con Roux was

awarded the contract for a link road be-

tween Katherine Streét and Bowling -
; Avenue for R4,3m.

W J M Construction {Cape) was
awarded the _E.n—m«n project in township
services with an R11,7m contract for the
construction of civil engineering ser-

acts for February rise

vices for 2000 erven in area K, Mit-
chell’s Plain.

The construction of .roads, storm-
water drainage, water and §ewerage re-
ticulatiopn in Bhongweni, Kokstad, was
awarded by the NPA at Rém and Gold-
stein Civil Natal will construct a road

and services for Dimbaza west, Ciskei,..". s

for R2m.

The largest sewerage scheme award-
ed was the Department of Local Govern-
ment, Housing and Agriculture’s con-
tract for the design, construction and
operating of a 40Ml/day sewage;treat-
ment works for Blue Downs and Khayel-

~ tisha at R9,4m.

.
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By Inga Molzen -

Many ratepayers —
m‘representatwes in-

A resolution was last 4"% de “the,; Sandton Civie
night adopted by the"‘i‘ﬂ.{\%‘ ndatioh , and  the

Sandton Civic Foundation’

to oppose the planneda

PWV3 highway. "*a
A petition was{ *L;

aamfontem Trust -
ejected Safdton council-

“lor Mr Ricky Valente’s
experlment whmh;iiwmed,r,

launched and’plans were: i Fithem to take\thgm \plck 0}5

mooted to“ladrich a fur-5*
thér, campalgﬁﬁto lobby

"against (i€ R25 million

east-west arterial road
which will cut through
the Sandton Field and
Study Centre.

proposed rqa’d"Wa

It was, pmposed the
highivay- could either be
routed through the town’s
biggest park on a stretch
of Braamfontein Spruit
Trail or suburban streets

=] Field and Study Centre.

‘| between those in Sandton

. shoppmg centr 5

could be converted into
highways.

Without relevant infor-
. mation, residents claim
"they have been denied
the opportunity to debate
whether “there is a need
gor -an east-west thor-
Gightare, It 1s/’a,presupk
position”, -

The major mumclpgiz«
road is expected to run
through Benmore Gar-
dens and River Club, and
cut through the Sandton

There is strong conflict

council who say theré is a-
definite’ need-for a new
‘highway. and- those who
believe there is a definite
need for open space.

Members of the Sand-
ton Field and Study Cen-
tre have unanimously de-
cided that Sandton's
“only two_decent parks”
u are non- negotlable fuore

Followmg “meetmgs,
w1th the - Sandton town |
‘councxllors on March' 10;
the cwrc foundatmns eX-
ecutlve stressed "“We are;
‘not in - office - to dec1de
| where' the: road: must +g0:
‘but"to’ ensure’ that, open
spaces and-our;’ énviron-'
‘ment 'is'to bé protected ;7
| @ Petitions ‘sponsoreg: by
the Johannesburg Metro-
*pohtan Actmn Group are
available f 14ihg PO
:BOTX . gs.aai"tr -a. R
:200, or“from the San on -
;wae'Foun ation. Anyon
‘ w1thf alistlpterést in.

‘the FiéldrandiStudy Cén
tre caﬁ mans tables _m
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By AUDREY D'ANGELO

Financial Editor

MURRAY & ROBERTS (M &R),
which ended the year to June with
an attribuiable loss of R14,4m, has
achieved a dramatic turnaround
with an attributable profit of
R11,8m for the six months to De-
cember.

Earnings were 45¢ a share, com-
pared with a loss of 55¢ at the end of
the financial year,

The directors say they expect the
group’s recovery to continue and be-
lieve it will “trade profitably during
the balance of the financial year”.

But borrowings have increased by
R13m and at R87m represent 24% of
permanent capital and fhe dividend
has been cut to 7¢ (10¢) a share,

The group has been streamlined and
restructured under its new CE, David
Brink. .

The sale of its interest in the Bromor
Foods Division to Cadbury Schweppes,
and the acquisition of 100% of Hon-
eywell (Pty) — a leading supplier of
industrial automation and control pro-
ducts — and of 100% of M & R Found-
ries in which it previously had an 85%
stake, shows changes in its investment

strategy.
Group operating profit after tax, but

33/3/@ [

before the cost of servicing permanent
capital, rose to R15,9m.

A non-operating profit of R7m re-
sulted mainly from the sale of Bromor
Foods.

The cost of servicing permanent cap-
ital through compulsory convertible
debentures rose to R4,6m, compared
with R442 000 a year ago and R5m at
the end of the financial year.

The summarized consolidated bal-
ance sheet shows that total assets are
now R753m, compared with R767m a
year ago and R780m at the end of the
financial year,

Preference share capital and outside
shareholders' interest has risen to
R57m, compared with R49m at the fi-
nancial year end.

The average number of ordinary
shares in issue has risen to 26,5m, com-
Dared with 26,3m at the end of June.

0 Anchusa Holdings, which has a
45,8% stake in M & R, also returned to
profitability in the six months to De-
cember, but has declared a lower divi-
dend of 5¢ (8¢) a share,

Trading profit after tax was R5,4m,
compared with R5,Im a year ago and a
loss of R6,6mm at the end of the financial
year. Earnings were 39¢ a share com-
pared with 36¢c a year ago and a loss of
50c¢ at the end of the financial year.
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BLUE CIRCLE

Activities: Manufacture and supply of basic
materials to construction and building industry.
Manufactura and distribution of enginaering
products.

Control: Blue Circle Industries PLC (UK) and
Darling & Hodgson Limited each hold 42,2%.
Chairman and WManaging Director: 7G
Coufson.

Capital structure: 27,5m ords of 50c. Mar-
ket capitalisation: R24 1m.

Share market: FPrica: 875¢. Yields: 4,4% on
dividend; 8,3% on earnings; PE ratio, 12; cov-
er, 1,9. 12-month high, 900¢; low, 385c.
Trading volume last quarter, 272 000 shares.
Financial: Year to 3'1 December 1986.

83 ‘84 '85 ‘886
Dabt:
Short-term (Rm} .. 48.8 45,1 59,7 36,2
Long-tarm (Am) ... 108,2 121,2 1269 97,6
Dabt:equity ratio ..... 087 089 098 086
Shareholders’ interest 0,46 051 044 0.44
Int & leasing cover . 1.6 1.4 1.1 1,7
Debt cover ............ 0,16 0,15 0,16 0,27
Performance:
‘83 ‘'ga ‘85 ‘88
Return on cap {%) .. 9,9 13,0 9,9 10,9
Turnover {(Rm} ........ 296 194 291 301
Pre-int profit (Rm) .., 35,0 478 429 414
Pre-int margin {%) .. 11,8 246 14,7 138
Taxed profit (Rm} .... 11,2 18,6 4,7 13,0
Earnings® ..oevennenn 534 809 171 72,6
Dividends {c) .......... 385 385 110 385
Net worth (¢} ......... 756 808 679 673

* Excluding extraordinary items

After the loss of 1985, when earnings
dropped by 81%, Blue Circle regained much
of the lost ground in the 1986 year. The most
favourable aspect of the recovery was that
the largest improvement came at operating
level; trading profits jumped by R12,2m to
R41,4m. But what remains worrying is that
interest-bearing debt did not fall much, and
the group is still highly geared. This problem
needs to be resolved before shareholders can
really breathe easily.

There is little doubt that progress has been
made with the operations. Cost reductions in
the cement division, brought about by the
use of only two of its modern kilns, boosted
its operating margin to a record 30%. Mar-
ket demand did not provide any help, as
capacity utilisation in the division fell to a
mere 50%. The value of sales declined by 5%
from the levels achieved during the 13-
month period for 1985.

Less encouraging was the performance of
the materials and engineering divisions,
where price competition in their markets
kept operating margins close to 5%. Man-
agement says it is making efforts to redress
the situation in these divisions, currently
providing 64% of group turnover but only
22% of pre-tax income.

The materials division, which supplies

Off the floor

™

basic construction materials including ready
mixed products, sand and stone, was re-
shaped last year to make its activities more
focused and geographically structured. Ash
Resources was transferred from the materi-
als to the cement division and the sharehold-
ing in Embecon SA was sold. It is expected
that these steps will improve profits in 1987
on a maintained sales volume.

The engineering division’s manufacturing
side has experienced difficult trading condi-
tions and price discounting, but started 1987
with a good order book and is optimistic on
profits. Engineering trading has suffered
mixed fortunes; however, Hubert Davies
secured a substantial order for trackless min-
ing equipment and significantly increased
trading profit. Champion Road Machinery is
to be restructured.

A comparison of these divisions’ perform-
ances with the cement division highlights the
advantages of the price and market sharing
practices long enjoyed by cement producers.

Blue Circle’s Coulson ... now for
the balance sheet

However, regulations prohibiting market
sharing arrangements in the industry were
enacted in 1984. Producers were granted a
two-year exemption from May 2 1986. In
this period, Blue Circle is required, in consul-
tation with the Competition Board, to con-
sider changes to its marketing methods. One
effect could be greater competition, includ-
ing price cutting.

Cement division MD David Bath says that
despite encouraging signs, such as govern-
ment plans for increased spending on roads
and housing, and progress on the Lesotho
Highlands Water Scheme, no significant im-
provement in demand for cement is expected
until the general level of capital investment

Cents Blue Circle
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revives, “and we see little prospect for this in
1987.”

Executive chairman Trevor Coulson evi-
dently sees the balance sheet as a priority.
Debtiequity on gross borrowings, at some
86%, is well above gearing levels of the
group's competitors. Even if year-end cash
holdings are taken into account this still
leaves gearing at 76%, and the cash, in fact,
dropped from R24,8m to R14,5m last year.

Coulson notes that with capital expendi-
ture and working capital requirements low,
cash flow will further reduce borrowings and
thereby interest charges. “It is imperative
that borrowings and the resultant finance
charges must be reduced to the lowest level
possible in as short a peried as is consistent
with maintaining the long term structure
and future of the business,” he says.

He forecasts earnings of at least 100c a
share in 1987, on roughly maintained sales
volumes. The share price is now more than
double the 410c low after the final dividend
was passed in 1985, Analysts say that givena
moderate economic recovery, Blue Circle’s
1987 year-end earnings could be higher than
expected, giving the share some attractive-
ness at its current price of 875c¢.

Medium-term prospects are enhanced by
a growing number of new capital projects.
And Coulson notes that in 1985 the group
completed a five-year, R200m expansion of
cement capacity, and 80% of its capacity is
now among the most modern in the world.

Dave Edwards

NE|
Long pipeline

In view of the difficulties it had to face in
1986, NEI's 7% rise in earnings a share
seems creditable, even though it’s a long way
from the 18% increase posted in 1985. The
slower rate of growth partly explains why the
company intends, through acquisitions, to
decrease its dependence on heavy engineer-
ing subsidiary 1CAL.

FINANCIAL MAIL MARCH 27 1987

956



b

s

SUNDAY TIMES, Business Times, March 29, 1987

Pretax Attrib
PRELIMS Turnover % profit %  profit Earnings % Div %
{(Rm) change {Rm) change {Rm} (c}change {e} changa

Botrost............... *98,9 -17,6 -19.0 n/a -8.3 nfa n/a — —_—
Longdis ............. 16.8 +37.9 2,7 +164 1,2 10,3 n/a 4.1 nia
INTERIMS

Anchusa............... n/a nfa nfa n/a 5,3 39 483 5 +3756
M&R......, n/a n/a n/a n/a. 11,8 45  +7,1 7 -30,0
Minorco O n/a nfa n/a n/a 44 18 ~25 3] —
Gubings n/a n/a 2,7 +157 2,6 148.5 +108,7 15 +36.3
Prescat 16,6 -9,7 0,55 =254 =018 -3,2 n/a n/a n/a
Refco... n/a nin 23 41181 1,7 4,23 +415 1,6 nfa

n/p — not pravided. nfe — not comporable.

PENNYPINCHERS,
the low:cost building-
supply company, has
thumped its listing
forecast with a 144%
increase in earnings,

The Cape equivalent of

Cashbuild "hoisted turnover
by 72% to R40,8-million and
taxed profit by 809% to
R435 000 (1988:R48 000),
Earnings a share were 4,35¢
in 1986 compared with 1,78¢
in 1985. That was 38% better
than the listing forecast.

Managing director Fasie
Malherbe aims for sales of
R70-million this year. He be-
lieves he can improve the
pre-tax margin from 3,2% to
4%, suggesting a pre-tax pro-
fit of R2,8-miilion.

An abridged balance sheet
shows long-term debt down
to R988 000 (R1,6-million) and

Terr

there are cash balances of
R503 000. Stocks doubled to
R4,9-million {R2,1-million)
and debtors rose by 71% to
R3,4-million. Creditors were
up by 84% to R78-millicn
and provided most of the
finance hut there were net
current assets of R301 000.

Expansion continues
apace, market penetration
being consolidaied on the
Garden Route and in the
Eastern Cape. Windhoek, Mr
Malherbe says, will be con-
sidered.

Premises have been ac-
quired in Port Eljzabeth, en-
abling the various divisions
including building materials,
Jetmaster and tiles and
boards to be separated,

Ailing
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19% ‘

5 Year

d ended

5 30 06 1986

] % {Audited)

0 change /000

Pennypinchers recently
acquired ailing B&B Plastics,
marketers of high-pressure
laminates. The company has
achieved a profit of R140 000
since December. It has en-
tered Transvaal markets in
association with Lotus
Louvres, while continuing
with the Blum range of cabi-
tiet fittings and laminates in
the Cape.

OPPORTUNITY

A limited number of dealer-
ships now available through-
out SA. RS 000-R20 000 pe
can be yours in one of the
fastest growing industries in
the country. Help in the fight

against crime and secure your

fnkura by markeling the new

Fasie Malherbe ... look-
ing for R70-million saies

With major low-cost hous-
ing projects, such as the esti-
mated Ré4-billion develop-

ment at Blue Downs on
stream, the group is well
placed to increase margins,

Mr Malherbe says: “Our
Blackheath store is"the only
retailer in the area. Having
concentrated mainly on indi-
vidual builders, we are now
entering the big contract
market in spite of its being a
marginal business.”

The group does not operate
on franchises, and all stores
are tightly controlled and ad-
ministered by senior man-
agement from the Lans-
downe head office.

About 60% of sales are
cash.

Mr Matlherbe says: “I do
not believe you can run a
building-supply operation on
a cash-and-carry basis, In
this business, personalised
attention and expert advice
are essential.”

The company organises
loans from building societies
for customers buying home
fittings.

Efficient security ensures
a shrinkage factor of only
0,2%, but good staff morale
boosted by worker participa-
tion"in profit, also ﬂelps. Mr
Malherbe says labour dis-
putes with the non-unionised
staff of 500 are minimal.

1 L ———
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THE Progressive
Federal Party has
launched a Supreme
Court application for
an order overturning
the Commissioner of
Police's - latest
“potice’”’ banning

e G s U= Y

campaigns for the re-
lease of detainees.

commissioner
replying affidavits and the case 13 gched-
uled for trial on Friday, according fo
Jegal sources.

An affidavit filed in sltaﬁgort of the
application by Gardens and PFP
general executive chairman Ken An-
drews, argues both Rotha and the com-
missioner have acted beyond their le-
gitimate power.

The State President acted ulfra vires
on December 11 last year by defining as
a “subversive statemen * one which en-
courages or incites Beople to commit an
act identified bﬂct e comissioner as
threatening 'ﬁ:l]ts) safety or order, An-
drews said. Thi amounted to delegating
the power to make regulations to the
cornmissioner, a g:rwer clearly vested

only in the State esident, he said.

Qwn Correspondont
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PR 1A — SA’s recesgion-hit motor
industry is firmly on the mend, accord-
ing to National Association of Auto-

mobile Manufacturers ag ec-
tor, Nico Vermeulen.

Vermeulen said C tical
Services figures, release yestprday,

chowed total trading revenue in the
motor industry for 1087's first quarter
was expected to be 25,9% Gp, compared
with the 1986 January-March period.

Revenue in the first quarter this year
amounted to R4 443,2m, compared with
R3 520,5m in the same 1986 quarter. Ver-
meulen said the 25,8% increase in trad-
ing revenue reflected the escalation in
vehicle prices, as well as an actual im-
provement in the numbers sold.

In January-March this year 46100
new cars were sold — 10,3% up on the
41789 sold in the riod last year, The
quarter’s combine commercial vehicle
gales were up by 14,1% to 23 502 units,
compared with January-March 1986.
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value 25% up

DAVID FURLONGER

THE value of new civil engineering con-
tracts in the first quarter of 1987 is more
than 25% up on last year. '

1n all, 125 contracts worth'a combined
R160m were recorded by the SA Feder-
ation of Civil Engineering Contractors
gafcec) last month. After figures of

150m in January and R2lsm in Febru-
ary, a first quarter total of R525m is well
ahead of the R400m in the same quarter
of 1986. :

Safcec says the figures reflect “a con-
tinuous, substantial improvement in the
ilggg”oi new work since the middle of

Of March's new contracts, only one

as for more than R10m — a R10,6m

ontract for work at Dunswart station
or Benoni Town Council. Other major
contracts included one for R92m to
build a reinforced concrete reservoir for
the Rand Water Board at Klipfontein.

The combined value of March con-
tracts for building township roads,

formwater drainage and internal water

g WM T T —
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and sewerage services was R51m.
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CONSTRUCTION Wgu #9 32
R525m 1éciw
of work for

contractors

By TOM HOQD, Business Editor B
CIVIL engineering contractors report a “satisfac-
tory” intake of new work in the March quarter.

Contracts worth R525-million were awarded,
about R100-million more than in the first quarter
of last year and almost R209-million above the low
of R300-millicn of new work to be awarded in the
second quarter of last year.

In March 125 contracts worth a total of R 160
were awarded. This follows R150-million in Febru-
ary and R215 in January,

Mr Kees Lagaay, executive director of the Fed-
eration of Civil Engineering Contractors, says the
figures indicate a continuous, substantial improv-
ment in the flow of new work since the middle of
1986. .

Major contracts embraced R5I-million of new
township roads, stormwater drainage and internal
water and sewerage services and included R44-
million of work at Belhar-Erica to be undertaken
by Savage and Lovemore.

Another R3-million of roadworks for Bellville
Municipality on the north-south Modderdam Road
went to Earthmovers United in a 12-month
contract.

Township roads and services costing R5,7-mil-
Hon in the Western Cape were also approved.

SFS Constraction received a 46-week contract
for R3,1-million of houses and associated civil en-
gineering services in Macassar Extension 7.

The same company will also build 3 km of main
roads, stormwater drainage, trunk water mains
and sewer main in Khyelitsha in a six-month con-
tract worth R26-million for the Capr Provincial
Administration.

LTA Construction is also to construct beach fa-
cilities at Monwabisi, Swartklip over 10 months at
a cost of R3,3-million, '
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Back to basics 2[4

Activities: Operations include civil enginesring

roads, earthworks, building construction, hous-

ing and property development.

Control: Gencor is the ultimate holding com-

pany.

Chairman: HF Brown;

Clogg.

Capital structure: 13,38 m ords of 50c. Mar-

ket capitalisation: R41,b m.

Share market: Price: 310c. 12-month high,

. 310c low, 100c. Trading volume last quarter,

88 0000 shares.

Financial: Year to December 31.
g3 .

chiaf executive: PK

‘84 85 ‘86
Debt:

Short-term (Bm) .. 0.9 48 59 .47
Long-term (Rm) ... 2,9 139 1,5 0,5
Debt equity ratio ... 0,10 035 0,18 0,18
Sharehotders’ interest 0,30 032 029 022
Int & leasing cover . 9.6 29 — —
Debt GOVEr ..ocoue woene 6,3 1.1 — —

Performanceo:
‘83 ‘84 'as 'B6
Return on cap (% .. 7.9 8.7 — —
Turnover {(Rm} . ...... 437 518 498 457
Pre-mt profit (Bm) ... 150 138 (2,00 1109
Pre-nt margin (%) .. 34 2,7 — —
Taxad proft (Rm) ... 12,3 13.0 (87 17.5)
Earnings (&) e 108 98 (62) (52}
Dwidends {c) ... 32 32 — —_
Net worth {c} ..o 412 398 304 221

Cleaning out this group is proving more pain-

ful than new CE Peter Clogg might have
expected. Shortly after his appeintment a
year ago, Clogg told the FM he hoped to see
the company break even this year. Instead,
red ink continued flowing through the ac- |
counts, and at operating level the perform-
ance was far worse than the previous year.
Fortunately, a sharp fall in {inance costs to
R236 000 (R11,2m) massaged the poor Op-
erating performance, cutting bottom line
josses to below the previous year’s figure.

In its construction divisions, Group Five
managed to post R1,8m profits after incur-
ring losses the previous year. But the periph-
eral interests, including Servitek, the electro-
nic subsidiary, and Thermecon, an
airconditioning company, cost the group
dearly in terms of both their trading losses
and closure costs. Thermeon's closure costs
amounted to Ri,4m, while R2,5m was in-
curred in shutting Servitek, on top of R2,7m
operating losses it incurred last year.

The property division is another millstone,
costing the group R7,5m last year in losses

105

Group Five

taken and provisions. Group Five has now
provided for all cutstanding losses flowing
from a string of disadvantageous buy-back
contracts entered into by previous manage
ment, In a more positive vein, the company 15
said to have R15m worth of property 10
excess of its requirements; these, says Clogg,
it will be looking to sell.
Assuming such sales are successfully con-
cluded, they should further improve a cash
flow position that, given the extent of recent
losses and the capital-intensivc nature of the
group, looks surprisingly healthy. {\t enq-
December, the group had a debt:equity ratio
of only 0,18, not taking into account R20,5m
cash balances at year end. ) )
Having absorbed the worst of its cleaning-
out losses, Group Five is expected 10 post a
profit this year, based on continued improve-
ment in the core businesses, and aided l_ay its
strong financial position. This expectation 1
presumably what is driving the share price,
which stands on a one-year high of 310c, well
up on last year's low of 100c. Newille Glaser
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SOUTH AFRICA’S backlog in
road expenditure is now estimat-
ed to be in excess of R70bn, SA
Bitumen and Tar Association
(Sabta) executive director Pieter
Myburg says.

Reacting strongly to claims made
by the Portland Cement Institute
that market penetration by concrete
for new roads is in the order of 50%,
Myburg says SA's road network is
predominantly blacktop — and will
mﬁm that way.

“Sabta believes recent trends to-
wards concrete are unfortunate as
this does not represent the best allo-
cation of scarce resources to eradi-
cate the backlog, estimated to be in
excess of R70bn.”

Myburgh says in a statement that
privatised road-building schemes

_ MICK COLLINS |

are proving the advantages of build-
ing in asphait.

“For example, asphalt is being
used on the 60km rehabilitation of
the N3 section between the Umgeni
River and Estcourt in Natal.

“The Department of Transport
considered concrete for about 1lkm
of the section, but the planned use of
asphalt by a private consortium wil
result in a saving of several million
rand.

“We believe more use of asphalt
wili be made in such schemes. Per-
haps government should develop
methods for analysis that come to
the same conclusions as private fi-
nanciers because it is the taxpayer’s
money that is being allocatec for
road construction.”

Ahecol MD John Dreyer says con-
¢rete is more expensive in the first
place, so the only way for it to be
competitive is to keep adding the
cost of overlays to asphalt until it
seems to cost more than concrete —
over 30, 40 or 50 years.

“Asg far as SA is concerned, we do
not have any examples of concrete
roads of quality that have lasted any-
thing like 40 years. In the US, a sur-
vey has shown that concrete joints
are subject to routine repairs on
average every eight years.

“Major structural repair costs are
extremely high because the material
has a low salvage level.”

Dreyer says asphalt pavements,
which have been designed to be rela-
tively maintenance-free, have per-

_formed very well.

“Take for example the N1 outside

Cape Town, which has given main-
tenance-free service for 11 years and
is likely to do so for many years to
come.”

The Durban freeways, he says,
have lasted for 20 years and show no
signs of deterioration.

“Sometimes it makes economic
sense to design asphalt pavements so
that strengthening can take place in
stages. This positive aspect, although
decried by some as distuptive, is a
method that, above all, satisfies the
financier.

“Can we afford road policies that
purport to minimise costs in decades
ahead? We must make the best use of
available resources now, and asphalt
is the best value-for-money solution
for our immediate — and urgent —
road needs,” Dreyer says.

fossel B
B0

MOST of the 6 000 workeT's and the
families expected during the heigh
of the Messel Bay refinery construc
tion would be accommodated in ex-

. isting housing rather than in new

townships, Central Energy Fund di-
rector of projects Bob St Leger said
yesterday.

He said certain recommendations
would be incorporated inte the pro-
jects housing policy.

Fast highways would make short
duration bussing of constructicn
workers already living in George
and Albertinia a distinct possibility.

Spreading the accommodation im-
pact through the region would also
obviate the need to demolish redun-
dant temporary accommodation at

usiness Day Raporter _

the’end of construction and ensure

e retention of property values.

He said the Central Energy Fund
would also mount an intensive skills
training programme fo counter any
possible skills shortages.

The programme included maxi-
mum use of South African staff, la-
bour, and construction equipment,
while still meeting guality and pro-
ductivity targets.

Training would be aimed at the
use of semi-skilled and unskilled la-
bour in the coastal areas and while
aimed at the synfuel project as a
whole, the programme would also
produce trained people who could be

ay, refinery: no new
LY &

absorbed elsewhere in the labour
market.

But civil engineers are unhappy
about tae decision not to put a R96m
water scheme for the proposed gas-
to-petrol refinery‘out to tender.

Defending the decision to build in-
terdepartmentally, deputy chief
engineer of the Department of Water
Affairs Frans Stoifberg said there
was not enough time to go through
the lengthy tender procedure.

Although a final decision had not
been taken, the scheme was expect-
ed to centre on a giant dam on the
Great Brak River, 70m high with a
volume of 23 million cubic metres. A
35km pipeline would stretch to the

housing

refinery site.

He said, however, that other as-
peets of the scheme were still open
and may be put out to tender.

Meanwhile, one of the most de-
tailed environmental studies ever
conducted in SA is being undertaken
on the impact which the gas project
will have on Mossel Bay.

Environmental consultant Dave
Beaumoni said the study included so-
cio-economic concerns and was
aimed at determining the attitudes
and expectations of residents as well
as judging the nature and impact of
the recession which could hit Mossel
Bay wmmw the first flurry of develop-
nent. '




PR B o [ o

[P

b

Financial Staff

AMONG the 125 contracts recorded in
March by the SA Federation of Civil
Engineering Contractors (SAFCEC) is
a R4,4m contract awarded to Savage &
Lovemore for work in Belhar.

The total value of the “satisfactory”
month’s contracts amounts to R160m
compared with R215m in February
and R150m in January.

Rehabilitation

There was only one contract award
of more than R10m — the eonstruction
and widening of several bridges and
related work at Dunswart Station for
the Benoni Town Council which went
to LTA Civil Engineering (North) for
R10,6m.

Savage & Lovemore (W Cape) also
won a R9,2m eontract for the rehabili-
tation of 40 km of road between Rich-

T - - —

R160m SAFCEC contracts

mond, Hanover and Colesburg for
completion in eight months.

Bellville Municipality awarded the
construction of the north-south
Modderdam Road to Earthmovers
United for R3m with completion in 12
months.

Water mains

Contributing to the substantial total
value of contracts awarded for town-
ship roads and internal services cate-
gory was the R3,im contract for the
construction of houses and associated
services in Macassar Extension 7 to be
undertaken by SFS Construction-in 46
weeks, ¥

The same company will construct
3 km of main roads, stormwater drain-
age, trunk water mains and-a foul
sewer rising main in Khkayelitsha
Phase 4, Town ‘2, for thé;CPA for
R2,6m. . e e
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Moves to_restore profitability-

Financial Staff

OVENSTONE GROUP (Ovgroup) is
selling its fishing interests to Premier
Group and acquiring the construction
and engineering interests of the Cape
Town-based civil engineering firm,
Basil Starke, in a major move to re-
store the troubled group to profitabil-
ity.

Premier’s Tony Bloom has already
taken concerted action to satisfy 0il
and Ovenstone Group (Ovgroup)
shareholders.

Faced with debt in exeess of R100m
— reduced to about R70m after the
sale of Ovdeco’s broperty and con-
struction interest to a consortium of
former Ovenstone directors — the bur-
den was too heavy for a group that
size.

Interest on the reduced debt will
amount to R10m alone and the group
is operating at heavy losses and wil}
continue to do so.

Today’s announcement says Bloom’s
solution is for Premier to buy Ov-
group’s fishing interests as Premier
has the size, financial strength and
diversity of operations to provide the
necessary time needed to restructure
the fishing interests, reduce the debt
and restore them to profitability, with-
out having to take short-term pres-
sures into consideration,

Ovgroup will acquire the construe-

tion and general engineering interests
from Basil Starke, which will acquire
Premier's shareholding in Oil, Control
of Oil will therefore pass to Basil
Starke.

Oil and Ovgroup shareholders have
a choice of three alternatives, with
-Rand Merchant Bank being retained
to act as advisers on the fairness and
:‘_easonableness of the entire transac-
ion,

Ordinary shareholders can. either
remain invested in 0i] and/or
Ovgroup, which are propsed to change
their names to Basil Starke Invest-
ments and Basil Starke Group to re-
flect the new activities; exchange all
or any of their shares for shares in
Premier or accept a cash offer for al]
or any of their shares,

0Oil preference shareholders will re-
ceive a cash offer for their shares.

The notice reminds shareholders
that the board of directors of 0il and
Ovgroup had advised that there would
be signifiacnt losses for the year end-
ed March 31, 1987, results of which are
to be published on or about May 22,
and this should influence sharehold-
ers on the course of action to be fol.
lowed,

0Oil shares, suspended at 30c, and of
Ovgroup, suspended at 38e, will be
reinstated in the industrial helding
sector today,
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On h’gﬂStfllCtlon
PUBLIC sector-spendmg on- con- [ oavip FURLONGER -]

. structionthis year is € expecied to
total, Rs,lbn — up ‘from R7,4bn sulenttal il for total pubhc sector
er

last. year;, and R65bn in 1985 construction this year.
- Of this;year’s ﬁgure, nearl; one- R06m will bé spent on rwdentlal
e hu'd R2,5bn — is schedule: work; R1,8bn on voads, streets and

' spenton non-resxdentlal ‘nmldmgs. bridges; R592m on water schemes;

' which mcludes hospitals, clinics, and R370m on sewera e

schools, prisons ns.and ofﬁces PR A further R1,95hn W be spent on
The Hgur “ave included in the - .wha CSS defines as “othery, W which

latest Ceritral Statistlcal Services includes electricity pro;ects rail-

(CSS) hreakdown,ot-.;publ‘,ilc,s nding. ways -and. harbours, airports, land

lans. The figures excit ainibia development, E development
and the four. TBVC stal and the survey and evelopment of
Kei, Bophutha wana, ] j)s it

Clskel Jt by The haml%b 1 ,_HEtﬂFla

The,ﬁxggistls nders a;_,,e., ral %re?:. — in whxch g hgd dalneg
. government an provmcl ,;admin-; . Brl areclasslfﬁ
1stratlo iis, which expect 10 E!ligrlt oug" to'réceive m thaﬁi ge-s:xth "of
.?bn on constructmn work  the construction cake. Combined
compar ]ust under spendmg there this year is expected
P,‘{. RN, 1986, total R1,46bn, compared to
I, addl;mn to the R2 5bn non-re- R1,34bn in 1984 -
e ———
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OVCON in t o8

THE OVCCN (Cape) Building team will at
the end of this month top out on the pavil-
ion section of its R1 327 378 contract for an
. Olympic-size swimming pool and related
buildings at Wesfleur, Atlantis.
" The client is the Divisional Council of
the Cape, which has already developed
rughy, cricket and soccer fields, tennis
courts and a baseball diamond adjacent to
the site.

The pool will measure 50 m X 25 m and
will be 3,6 m deep at the diving end, which
will have three diving boards. There is
also a separate circular chlldrens pad-
dling pool nearby.

Ovcon’s sub-contractors, GCF Construc-
tion, completed the 4 000 m* excavations
in five weeks.

Ovcon report that the excavation has

been largely in stable clay and they have
benefited from the fact that it took place
in the dry summer months.

A cut-off trench was estabhshed around
the pool, so that it was not necessary to
install a well-point dewatering system.

The consulting engineers on the project,
K F D Wilkinson and Partners, are satis- |
fied that the material will form a firm |
foundation for the pool,

The pool will have 160 mm thick rein-
forced concrete walls and will be tiled in
white NCI tiles, with dark blue tiles indi-
cating the lane lines. There will be eight
lanes in all.

Architects 'for the project are Stauch
Vorster, with Mr John Whitton in charge.

Ovceon is on schedule for handover at the
end of July.

T it —
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s, border_areas will benefit
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Figures show homeland

CONSTRUCTION in the
homelands and border areas
will be given a massive boost
this year if government and
rovincial council estimates
for 1987 remain true.
Central Statistical Services'
detailed breakdown of govern-
ment and public sector spending
around S for the past two years
— including an estimate for the
current year — shows vast in-

ovt hands

[ DIANNA GAMES ]

R40,5m this year by central gov-
ernment against about R13m in
1985.

Similarly, that for the corm-
pined Eastern Cape towns of
Cathcart, Komga, Queenstown
and Stutterheim have risen from

_R13,1m in 1985 to an estimated
R48,5m for this year while local
authority spending has dropped.

The budget for Kirkwood, also
in that region, has tripled in two
years while 2 combined central
government budget for Aber-
deen, Graaff-Reinet and Pear-

ston has increased from R278 000
to R12,2m. .

Budgets for Middelburg and
Cradock in the Eastern Cape
have risen from 1,9m in 1985 to
10,2m this year.

In the northern Transvaal, the
central government budget for
the combined areas of Letaba,
Messina, Phalaborwa, Pieters-
burg and Soutpansberg amount-
ed to R62,4m in 1985 and is ex-
pected to rise to R136,3m this

ear.

A central government budget
for the combined areas of Gor-
donia and Kenhardt in the re-

!

ing boos

mote north-western Cape has ri-
sen from RR21,7m in 1985 to an
estimated R36m for this yeat.

EwaZulu's estimated central
government budget predicted
for this year is R279,4m {up from
R1245m in 1985) with non-gov-
ernment buildings taking the
biggest slice. Total public sector
spending there is likely to rise
from Ri94m in 1985 to a R376m
for this year.

Spending for Lebhowa in-
creased from R76,3m in1985toa
predicted R131,4m for 1987, as
has that for QwaQwa, from
R63,8m to R133,2m.
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The mood in the construction industry is
changing from gloomy to positive, with the
latest indications that business is at last be-
ginning to pick up.

The most consistent users of contractors’
services are still the public sector and the
mining houses — but the growth in private
seclor development is accelerating fast.

According to the South African Feder-
ation of Civil Engineering Contractors (Saf-
cec) the value of new contracts awarded in
the first quarter of 1987 totalled R525m —
31% up on last year’s R400m (see Plant
Hire).

And, Safcec executive dircctor Kees La-
gaay tells the FM, contracts valued at
R125m awarded in April this year were a
sharp 66% above last year's R75m — con-
firming the upward curve.

The latest Stellenbosch University Bureau
for Economic Research building survey also
reports that, for the first time since 1980,
fixed investment in construction is showing
positive growth (see Economy).

Safcec's first-quarter figure is significant-
ly above any other single quarter last year
(see graph), although the value of contracts
placed with civil engineering contractors
have been increasing steadily since the
second quarter of last year.

Meanwhile, Central Statistical Services’
information shows that public sector spend-
ing on construction should total R8,1 billion
this year, compared with R7.4 billion last
year, and R6,5 billion in 1983.

The BER survey reports that there is a
higher level of confidence in the construction
industry, with building contractors and ar-
chitects reporting more work on hand. Grin-
aker Construction executive director Arnotd

Clintworth confirms the trend.
|

“There is no doubt that there is an upturn.
A lot of money is being poured into black
housing and roads. Black housing provides
longer-term work while roads are mostly
short-term, so it is a moot point as to how
long the upswing will last.

“But the mines are very buoyant and there
is plenty of work there. Margins are also
starting to pick up again.”

Concor Construction financial director
Graham Mulany says since February Con-
cor has experienced a marked upturn in
business. He says there is a tot of work in the
mining sector, notably in headgears and re-
duction plants.“But we also have township
reticulation and road work on hand.

“Margins are looking a lot better,” adds
Mulany “though they are still nowhere near
where they ought to be.”

Murray & Roberts Construction and
Engineering executive chairman Geolf
Knudsen says he is also budgeting for more
work this year.

One of the biggest contracts awarded last
meonth, for R34m, went to Croup Five. 1t was
for work on Escom's new Majuba power
station near Amersfoort, and follows an ear-
lier R6m contract won by the group.

Meanwhite, LTA Construction has just
been awarded a R9m contract for the con-
struction of earthworks, retaining walls, a
bridge and roads at the R300m Bruma Lake
development outside Johannesburg.

Things are looking up -- and there is
plenty morc in the pipeline — especially with
major projects like the Lesotho Highlands
Water Scheme and the Mossel Bay gas plant
passing beyond the planning stage.

KWV

“wine lake” and ingreasgd export earnings in
the face of foreign Boygbits of South African
wine.

These sparkling/rexplts flow from the
smallest wine crop sincd, 1981 and follow a
fall in wine prodfiction for\he third consecu-
tive year, Lasy/year’s 7,62mNhectolitres crop
was 8% belodv 1985's 8,26m.

The wing'co-operative’s annu] report will
be formaHy presented 10 KWV's § 300 wine
farmer members at the AGM in Pyarl next
week.

Last year's surplus preduction was only
4,7%, compared with 20,2% in 1985. This
emphasises that “wine is in the first place an
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Value of buildi

- THE upward trend in the total value of

building plans passed in the latter half of last
year is continuing, says Central Statistical
Services (CSS) in Pretoria.

Figures released at the weekend show
that for the thtee months to February 1987,
the value of plans passed reflected a season-
ally adjusted increase of 20,7% compared
with the previous three months (September-
November 1986). L

!The largest increase of 38,4% was record-

| MICK COLLINS

-

ed in the value of building plans passed for
non-residential buildings.

The total value of buildings completed for
the last three months up to February 1987
also reflected a seasonally adjusted increase
of 7,5% in comparisorr with the preceding
three months. _ ,

Values of non-

s,

¢ ildings show

X - -

[ e E—
-

y

oo S

vaal, where the contract pric€ increased by.

-

e 7 D e N
g plans passed continues to increase

an increase of 16%
period.

In another report, the CSS pointed out that
the contract price index for new houses for
the fourth quarter of 1986 Showed a decline
0f2,7% compared with the third quarter. -

_ With the exception of the rest of Trans-

for the corresponding

Large decreases occurred in East rwumom
(7,9%) and Kimberley (7,7%) and the small-;
est decline, 0,7%, oceurred in the Cape! 2%%
_In contrast to the decline in the guarterly |
index, the annual index (foufth-quarter of
1986 compared with the fourth.quarter 1985)
increased by 1%, N

This was, however, a lower increase than .

Tyh

the 5,1% recorded during thé third quarter of

areas.
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'Y The dequisition, effective from July 1}is fo. ¥ A
~price of R3,3m, to be adjusted subjeét ) :t

" f i formance of certain current contraets; .y
b3 % Mitchell Cotts CE Martin Mealin, who flew.to.Cap
.4 i Town yesterday, said he did not antici retre

"1 ments as Clifford Harris had a n
¢ontracts staff woyld be needed,

'No immediate effect | L
... ..According to sponsoring, brokers Martin, and Co

4

-construction company en.;
Ling, road constriiction and,
furnover of aboutR35m. -

¢ E.f_!'.',- ﬁu_fr._-""”. = : s '
asSu) ‘$(§ald“th3~b9{l§fltwft at'would. "Crug to L
; il Read’ irl,clude"'thej"aéqi‘lisifi‘on-piofj.‘g ~ highly
{ tfained ‘Workforce, ranging from skilled. operator:
‘and artisang ‘toforemen, ;sprvexqrg,;e;'glg.i;_;z'té;g‘i‘s;zfggq

s I

‘| struction and company manggers:f;
ditions in_the Western'Cap,e,,n_: Sl

Employees are experienced in complex’ | unnel-

ling, pumped storage and hydro-electri_c p‘:qucts.

i

~The acquisition offers additional benefits of g
Wide, range of well'maintained construction;
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By DENISE BOUTALL
ARCHITECTS could become a “failed species”
in South Africa unless they redefined their role,
a senior lecturer in architecture at the Univer-
sity of Port Elizabeth, Dr Franco Frescura, said
this week.

The warning, given at a conference of the
Institute of the South African Architects (ISSA),
came weeks after the institute withdrew from
the world body, the Union of International
Archictects (UIA).

In addition, the Royal Institute of British Ar-
chitects (RIBA) has announced that from 1991 it
will not recognise South African qualifications,
confirming the South African profession’s
“pariah status”.

Questioned about the UIA membership, Pro-
fessor Danie Theron, head of architecture at
UPE and chairman of the Eastern Cape com-
mittee of the institute, said the withdrawal from
the UIA had been negotiated to prevent a public
confrontation over the ISSA's continued

-membership.

He said that architeets qualifying at the uni-

versities of Port Elizabeth, the Orange Free

State and Pretoria had never enjoyed recogni-
tion by the RIBA. However, it was relatively
easy for South African architects to write the
examinations necessary for them to practise
overseas.

Addressing the conference on “Architecture
in a developing region”, Dr Frescura warned
that unless architects seriously rethought their
position their role as creators of the built envi-
renment would be taken over by engineers, ac-
countants, town planners, geographers,
schoolteachers and “kitchen-top practitioners”.

The conference was attended mainly by stu-
dents. Apart from the speakers, only five profes-
sional architects were there.

Dr Frescura said a progresssive-thinking ar-
chitect could involve himself in proiects whose
scope allowed him to remain in close contact
with his clients “rather than ventilate his ego
through the kind of anti-social megalomania
which punctuates our urban skylines”.

He listed police stations, sectarian monu-
ments, corporate headquarters, bantustan legis-
lative assembly halls and District Six condomin-
jums as the kind of projects that progressive-

minded architects would avoid.

He called on architects to involve ilicinseivs-
in training, both at universities and in in-%oo-
training schemes for black draughisman. T
date only two black architects had qualified :
South Africa.

A Johannesburg architect, Mr Ron Kirby, ==~

came into power, the design profession had t-
“hanging on to the skirts” of the technocrats.

This “professional connivance” with the au
thorities, combined with the fact that pe=g'
who were educationally or financially disadvan
taged had great difficulty training as architects
accounted for the “pariah status” of the profcs
sion in the eyes of the world.

He warned that the ISSA was seen as an ivoi,
tower and called on the profession to move to

public.

Mr Kirby alse voiced his concern about =
“alarming decline” in basic craft skills in =
building industry.

I
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By Finance Staff

New concepts in the design of
migrant labour hostels on goid
mines, with the emphasis on
their convertibility to married
quarters, have been developed
atthe JCI-managed H J Joel
mine, near Virginia in the Or-
ange Free State.

According to JCI, the migrant
labour system has invariably
been characterised by over-
crowded and inferior accommo-
dation. The company says its
objective is to move towards a
stable workforce which will
have the freedom to live at or
near the mines with their fami-
lies.

It is implementing home own-

schemes for housing close to the
mine. However, the company
says it will be a long time be-
fore the majority of employees
are accommodated ir that way,
and it therefore envisages pro-
viding single accommodation
for many years.

The new HJ Joel single quar-
ters comprises four villages of
about 400 residents accommo-
dated in 29 blocks. Each block
consists of four units housing 16
men (or eight seniors), and each
unit has its own lounge includ-
ing TV and beverage counter,
ablutions, laundry and outdoor
living area.

Each bedroom accommodates
two men — but one in the case
of seniors, who make up about
13 percent of the complement.

ostels

Design has been particularly
directed towards future conver-
sion of the units into family ac-
commodation, if the need arises.

Other features of the new
quarters are teilet and ablution
facilities located within the
units, modern kitchen and din-
ing facilities, a community hall,
tavern, shopping centre, clinic
and sports facilities. .

JCI says that in the complex
it has tried to reduce the num-
bers accommeodated per room
and to upgrade the standard of
accommodation, with the em-
phasis on offering privacy.

Project management of the
design and construction of the
complex was done by Anglo
.American Property Services,
and R41 million has been bud-
geted for it.

ership and housing allowance
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By AUDREY D’ANGELO
Financial Editor

THE eagerly awaited results of Ovbel —
the new company formed from the prop-
erty and construction interests of the
lossimaking Ovenstone Group
{Ovgroup) — were released yesterday,
and, as forecast, they were good.

Ovgroup shareholders who suggested
the property market was about to rise
may again question the wisdom of sell-
ing off Bellandia Homes, construction
firm Ovcon and property developing and
timesharing firm Ovland, when they see
that Ovbel has ended the six months to
March with attrib- [ |
utable profits of | '
R1,7m.

This i8 equiv-
alent to earnings
of 5,8¢ a share and
although no ordi-
nary dividend has
been~declared
there iz a pre-
ferred ordinary
dividend of 3,75¢
in respect of the
five months since
shareholders
b}?al;ght their
shares.

However, critics oAndrew
ghould remember venstone
that Ovgroup was faced with multi-
million rand debts, interest rates were
higher at the time the sale was agreed
and a rights
have been unlikely to succeed.

Ovbel chairmen Andrew Ovenstone
forecasts that attributable profits for
the current year to March 31, 1988, will
exceed the placing forecast of R2,7m or
g9 3c a share, provided the company suc-
ceeds in selling off rented properties and
more .construction work is obtained at
reasonable margins.

He.confirms that Ovbel intends to
geek a- listing on the Johannesburg
Stock Exchange (JSE) this year.

Financial director Justin Millar said

offer at that stage would

in an interview that the group had no
need to raise a significant amount’ of
cash by way’of the listing. I

Millar said the reason for the listing
was that a number of shareholders
would like the Yiquidity this would give,
and the company would benefit from a
higher profile.

Ovenstone says in the annual report,
circulated to shareholders yesterday,
that Ovbel does not intend to retain its
rental producing fixed property portfolio
and “has mounted a strenuous realiza-
tion programme for the current year”.

Justin Millar said that R2m had
already been raised from the gale of two
Cape Town properties. These were 2
commercial property abuiting on
Somerset Road and a site on the Fore-
shore.

Discussing the current year,
Ovenstone says in the annual report
that: “Prospects appear quite favourable
insofar as our property interests are
concerned and our housing business has
a full order book.”

But, he continues, “the construction
market remains very tight although
en;g},lraging signs are beginning to ap-

ear”.

Ovbel discloses total aszets of R92,7m
of which R55,1m are in current assets,
R16,5m in fixed assets, R16,5m in
investments and R4,3m in undeveloped
land.

Total liabilities of R556m are spread
between short and long-term borrow-
ings of R26,5m, and trade ereditors and
other non-interest bearing liabilities of
R28,5m. Total shareholders’ funds are
R37,6m.

The report shows that between:
October 1 and March 31 the new com-
pany achieved a turnover of R65,3m and
after-tax income of R1,8m.

The report also shows that in the
previous year to March 1986 the com-
panies making up Ovhel achieved after-
tax income of R3,1m._compared with
R1,1m in the year to March 1985 and
R5,4m in the year to February 1984,
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will remain entrenchea witnin tne min-
ing industry, or how rapidly it should be
dismantled.
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" Africa (Pty) Ltd affiliate to Altton for

.ers and a review by the JSE,

_Ijﬁtgik Xcﬁox SA

({ﬂ) %@Qo M

NEW YORK — Xerox Corp affili
Rank Xerox Ltd has signed a definitive
agreement to sell its Rank Xerox South

e —

undisclosed terms.

Xerox said the preliminary agreement
to sell the affiliate to Fintech, an Altron
unit, had been reached in March.

Xerox said completion of the sale
awaited approval of Fintech sharehold-

Rank Xerox SA was founded in 1964 as
a wholly owned unit of Rank Xerox, the
Xerox affiliate that manufactures and
;ngrkets Xerox products in many coun-
ries.

The company would become a wholl
owned unit of Altron, Rank Xerox said.

A total of 40% of Rank Xerox SA's 800-
strong workforce are black, coloured or
Asian. — Reuter,
OLast night Fintech confirmed it had
acquired Rand Xerox (Pty) with effect
from May 1, 1987.

MURRAY and Rob-
erts is back in profit
following its losses of
last year and despite

M &R

hack on

areal decline in turn-
over in the last 12
months, says CE Da-
vid Brink.

The group’s 1987

t@pr@ﬁi’fwﬁ‘ai@

financial year ends on June 30. While
refusing to give figures before results
are published later in the year, Brink
said the group had achieved its objec-
tive of returning to the black after its
R14,5m attributable loss last year — a
tP_t57m collapse from 1984’s R43m pro-
it

Market analysts said yesterday
Brink’s comments confirmed the mar-
ket's view that M&R was a recovery
stock. Its share price has more than
doubled since last September, when
the 1986 losses were announced.

From 575¢ in September, it peaked
yesterday at R12,50 — 50¢ up on the
da& and 125¢ up on a week ago.

&R reported an interim attribut-
able profit this year of R119m. The
group reported a similar profit at the

DAVID FURLONGER
industrial Editor

same stage 1ast year before year-end
results were hit by a heavy tax bill.

M&R’s operations are split fairly
evenly between construction and in-
dustrial activities. Brink said that
while its industrial holdings were con-
tinuing the improvement they began
last year, construction had also made a
positive contribution to group profits.

Brink blamed mismanagement for
last year’s losses and said the turn-
around was largely the result of
rationalisation. It had sold off several
under-performing companies and re-
duced 1ts construction operations from
26 to 16.
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AUCKLAND — *French ‘wing Didier
Camberabero, whose goal kicking could
prove vital in tomorrow’s World Cup
rughy final against New Zealand, has a
novel explanation for the new-found
confidence in his play,

Camberabero, who made his debut
for France five years ago, attributes his
remarkable comeback after several
years in the wilderness to a hair trans-

plagt.l

T iy

bero, the goal-kicking master of the
1960s, was dropped after only two
games in 1983 and did not return until he
was picked as a replacement for the
injured Philippe Berot for the World
Cup tournament.

The transformation in Cambera-
bero's attitude came earlier this year
when, increasingly embarrassed by pre-
mature baldness, he agreed te an offer
of a hair transplant,

Camberabero appeared in New Zea-

N nd
= 'prfl with 2 ne head of black hair and
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promptly set a world record of 30 points
against Zimbabwe and then kicked a
vital 14 points in the upset semifinal win
over Australia.

“I am happy to tell everyone how
important it was for me to have a trans-
plant beeause I am sure that many
young people who suffer from loss of
hair feel the same,” Camberabero said.

“I only hope I can help them to recap-
fure their confidence like I did.” —
Sapa-Reuter.
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LTA could be the

o <\, Pus <WM‘}‘\ QAT

one to bring smiles

e gy

IT must be satisfying to - tant, such contracts are onlly
ick on a successfyl 600 2 small part of the gveraf)
Erecovery stock” long - 500 \,ﬂh‘ LTA @ Er;II;p ‘l;;lrnover.
, 00d says competi.
{ before the rest of the tion is stiff ang g:sere ca%ezo
. market, 400 A L fo 30 tenders on some hyjjs.
It is pleasurable to bay a 108 contracts, On a contract
lenny gtock that tll[l‘;ls mgi) a 300 - 'uﬂ ' ’ o Rf5(ﬁmillion the tenders
Ue chip, or to sell a blye can fall within g range of
chip at its peak and Smile to 250 o fhﬂ-,.,' 'Li 1 only R50 00, Marging agre so
yourself as the share price ] [ ¢ ﬂ 1 h slender that evena 1% error
plummets, and then be able 200 4 " 1 " 00 2 tender can be the differ-
to tell everyone, T tolg you ﬂ‘ ||".f ]ence between a2 profit ang a
s0.” 08s, :
With all the interest being 150 T T 7
generated by projects likg 1984 1985 1986 1997 iN LINE
Mossal Bay gas, the Lesotho
Highlands water scheme, Previoys big spenders in

toll-roads apd others, maybe that that we are likely to suf- was made to cover gJ even- 4, indust suech as SA
there is the potentia) tofinda fep further difficulties ang tualities, but may not be Transport "s’,;,.vices' Eskom
company that will benefit delays in obtaining Pay-  needed. This wil) only be 9 Iscor, have all cut back
over the next few years, ment”. OWn over the next couple .. capital expenditure, and

I began by looking at LTa, The chairman's second ﬁige:l;s. Yet another Rg-mj)- until confidence returns to

Lo t aside into nop- it i i
ts current price ig 310c, hav-  reason was the severe reces. 10N Was se the €conomy it js uniikely
ing ranged from 160c in July sion which hi¢ in the con- ?ﬁf:%g‘;?gimﬁseivseg't but  ¢hat major undertakings,
‘last year to 3350 in May.  struction indysty although |28 1986 atSeptem-  gyop as office blocks ang
here are 131-millign ordi-  LTA appeareq to ave “stood " shopping centres, wili be em-
nary shares and 13,2-million up rather wej]”, If some unkown amount of barked on.
little-traded convertible The most importapt rea- theses losses oan be recoy- LTA’s share price is in line
preference shares which are o oo behind ?he losses ©red, loans conld pe repaid with many Development
entitled to 20c a year., Apout stemmed from LTA's inter. 3hd the interest bill woulg Capital Market shares, but it
' 80% of the company is held national operationg. p litical fall. That would make Y, T4 s & company with R87-mil-
by Anglo American Corpora- problems i Austﬂ%ﬁ a° rln;c;e look more attractive, lion worth of assets on the
tion. 1t impossible to continye op- Managing director Coip r:sfﬂittg?shih?gtbem year-end
erations there, and subsap. Wood says LTA is a major ment on l"‘ : an improve-
AI-I- SEC?ORS tal losses were antie ated.  plaver in the SA economy ast year's.
. ] These, and other offshora and will therefore respond to It remains not for widows
If there is such a thing, losses, have been included on  jtg fluctuations, Byt people  apgd orphans, but could he
! LTA could be classed ag “up-  the balance sheet as discon- Mmisassess the importance of worty A punt if any of the
[r-speculative”, the specu- tinged operations, a big-name contract syop as  provisions for losses can he
ation arising from “the wn. A provision of R23-million  Mosge] Bay. Although impor- recouped. '
known”. LTA’s recent past
has not been a bed of roses, .1 i i N

Iis business lies in al| sec-
tors of the construction and
! civil-engineering industries,
In the annual report to March
1986 the chairman's state-
! ment gave three reasons why
the results: were “very:poor | |
inde‘eqlu' ‘.-‘ ‘.:l‘l ".u
_ The first is the lega] wran.
gle over’ Payment for con-
tracts carried out on the efec-
trification of , Soweto, +The
loss. provisiqns made,.some
years ago were- about R12-
million, © 7 A

“The contractual clidnts in |
this matter are the three
community couneils of great- (!

er Soweto, and w ,
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MISMANAGEMENT, not the
recession, is to blame for Mur-
ray & Roberts’ problems. Un-
clear chains of command and
decision-making, diversifica-
tion into unsuitable activities
and an unwillingness to shed
unwanted companies all con-
tributed to M & R suffering a
Ri45m attributable loss last

ear.

1t was the first time in 80 years
that M & R, or the two companies
that merged to form it — Roberts
Construetion and Murray Stewart
— had recorded a loss.

But two things indicate that
M &R is coming to terms with its
shortcomings: CE David Brink’s as-
sertion that the group will show a
profit again this year, and market
confidence that has seen M&R'’s
share Pgrice more than double on
the JSK since last September.

M&R’s 1987 financial year-end
is néxt week and Brink is confident
September’s annual statement will
bring good news to shareholders.

On target

“We said at the beginning of the
financial year that we would come
back to profit in 1987. We were on
target at the interim stage and we
are going to make profits this year,
although I won't say to what ex-
tent.”

The return to profit will be
achieved despite a real decline in
turnover during the year — proof,
says Brink, of M & R’s better asset
management and successful weed-
ing-out of unprofitable activities.

Brink, who succeeded Bill Bram-
well at the end of 1985, has no doubt
why M&R has been under-per-
forming.

“M & R was a victim of the ex-
tended recession, but there was no
excuse for the loss situation. That
was the result of mismanagement.
We had a structure that wasn’t
clear enough in terms of responsi-
bilities.”

Part of the problem dates back
to the Roberts Construction/Mur-
ray Stewart merger. Rather than
establish a clear ehain of seniority
and command, the new company
muffled the issue through joint
command in many of its divisions.

Brink believes the group is cur-
ing that problem and others that
have emerged since,

“Our activities are split nearly
50/50 between construction and in-
‘dustrial activities, That's a pretty
good balance, but it hasn’t been
matched by a balance of business
chles. Too many of our industrial
activities were down at the same
time as construction. There wasn't
-as much contracyclical effect as

Murray & Roberts appears to
be coming to terms with the
shortcomings that left it with
an unprecedentad loss. CE
David Brink is confident the
group will show a profit
again this year. M & R’s 1987
financial year-end is next
week and Brink is confident
September’'s annual
statomant will bring good
news to shareholders.
Industrial Editor DAVID
FURLONGER roports.

we htifed.

“Allied to that, M & R in the past
was very bad at disinvesting. We
tended to hold on and leave it too
ate. This year, we have disinvested
in certain companies and acquired
others better suited to our needs. In
the next couple of years, we will
see the balance we want.

“We have also made our policy of
decentralised management more
real and pruned head office. M
view is that if you have a decentral-
ised management style, then do it

roperly. Companies must stand on

heir own feet. We have become
much more demanding of disci-
pline and performance and less ac-
cepting o peoPle weeping about
their problems.’

The issue of striking a cyclical
balance beiween construction and
other activities is important for
M & R. Construction traditionally
lags economic trends by a year or
two. While other sectors-have en-
joyed better conditions since the
middle of last year, Brink says con-
struction companies are only now
beginning to see an upturn.

Remained profitable

Gillis-Mason, with its consider-
able Eskom contracts, and RUC
Mining have both remained profit-
able, but other construction activi-
ties have done lii{le more tham
break even, with the profits of the
money-makers being cancelled out
by losers. In rationalising the divi-
gion, M & R has reduced the num-
ber of its construction companies
to 26.

The same has happened with its
operating groups, Not so long ago,
M & R had seven. Today there are
four — construction and engineer-
ing, industrial, suppliers and ser-
vices, and properties.

The group is re-assessing its in-
ternational activities, although
Brink is shy of offering too much
detail of the group’s holdings in
Afriea and overseas.

Nevertheless, he says: “There
was a time when overseas oper-

,_ ¢

ations formed an important part of
M & R’s strategy. It was part of the
cyclical balance because they were
unlikely to have the same problems
as we do here. Today, we don't see
them anymore as an important
ﬁart of our overall business. We

ave made moves to merge some
of our overseas companies. OQur ap-
proach is more defensive.”

That, and the continued re-direc-
tion of M & R’s industrial portfolio,
are the main challenges in the next
two to three years. Brink wants ev-
erything in place before the eco-
nomic upturn peters out — “it’s
probably worth a couple of years”
— whilé financial director Jeremy
Ractliffe is looking at a three-year
business plan from the start of the
next financial year in July.

Both men point to the recent ac-
quisition 0 Honey well’qlocal
operation from its disinvesting US
parent as an important step to-
wards the group’s goal.

Py

Room for shake-out

Lo

“Our big savings this year: have
come in setting the direction of our
portfolio of businesses and doing
what we are good at. There is a lot
of room for shake-out in industrial
activities,” says Ractliffe. “The
Honeywell acquisition was a good
one. it has been incorporated wit
Westinghouse and is a good plat
forrn from which to grow in the el
ectronics area.”

Ractliffe believes M&R b
overcome its tendency to deman
immediate returns on investmerjt
and is prepared to look farth
down the road.

“s fault of M &R was to want
immediate annual profits. It's like
the “%uarteritis” problem in the
US, where companies report eve
quarter. You're too concerned with
tomorrow to be aware of longer-
term possibilities.”

Financing its re-direction and in-
dustrial rationalisation — acquigi-
tions this year have cost about
R90m, while disinvestments have
brought in some R45m — has ir}-
creased M &R’s borrowing I
quirements. Borrowings, as a
centage of total permanent capital
have increased significantly sinc
last year.

Af the end of 1986, M & R had in
creased its permanent capital t
R346m from the previous year’
R306m, but reduced borrowings
from R123m to R74m.

“Last year, borrowings were
21% of total permanent capital,”

says Ractliffe. “This year, with the

Gillis-Mason acquisition only effec- °

tive from January and paid for in
May, I would fully accept borrow-
ings as high as 50% of total perma-
nentcapital.”

R com

% M & R's BCRC
|45 As % of total permanent ¢
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developments

;
1 By BARBARA HART . obf gllot :533 Ooofhas bicta‘n
i gAST LONDON  — udgetie or e
Nearly R61-million is to 1987/88 financial Yyo&r
be gpent in the Eastern while  the balance,
Cape and Transkel- on /15 900 000, would be
puilding projects of the Pm"ided later, accord-
South African Depart- P8 to a_memorandum
ment of Public Works from the de_partment.
and Land Affairs. The projects are:
' police station and court
The biggest single accommodation at Ken-
projec worth ton-on-Sea (&1 450 000),

t,
R14 650 000, is for prison police facilities  at
ok, East Lon-

facilities in Cradock. Woodbro
don (R3 730 000), pol_ice

" Other maj oject i
ther major, PTOJC ®  facilites _ at Adelaide

jnclude a tola o :
TG 390 000 to be spent (R1520000), Cambridge
station

on three separate Jevel. Rolice
(Izilpments1 ;at the Komani gﬁ;ﬁo 000), Cl;?:tc‘;gﬁ
ital in ueenstown,

ond  R13 uee  for (R14050 000, Fort Glart:

three police station pro- organ Prison, East Lom

jects in East London.p don (R7800000), Fort
A total of R60720000 ?aﬁa“f(‘{{% 260 000} Hospl

e BEroenonagre, Sagnd Kol G

e tow 4 in Um- hamstown (R3 100 0_00),
pe towns an m-  Komartl Hospital,

tata. Queenstown

By the end of March (R1l1 280 000 + R 160 000
+ R4 850 000), and Um-

this year R34 190 000 ‘
had already been spent tata embassy housing |.
ts. A total (R450 000).

Police/ find boiled
body ‘of sangoma

TR
L
ﬁ . e PURBAN — Police jnvestigating the killing of a
‘| SADEEIDA (witch doctor) near. Kokstad in Natal have’,
“‘; -, digcovered boiled human remalns in g_metal trunk. -
- R At ! H J [ kY
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Breakeven for&‘:’ast?l %ﬂfstnpped;
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" From MERVYN HARRIS

JOHANNESBURG. —
Construction group
LTA outstripped its
breakeven forecast .
for the year to March
31, 1987 by returning
to the profit ranks.

The dramatic turn-
around in the com-
pany’s fortunes from a loss of R18,3m
to a profit of R4,5m came in the wake
of the decision to concentrate on its
domestic operations, while taking
steps to check further losses from its
international operations.

Furthermore, the company has felt
confident enough to reverse R8m from
non-distributable to distributable re-
serves. This amount was set aside to
cover the most severe foreseeable
contingencies,

And while chairman Zae de Beer is
brudently planning for another diffi-
cult year, certain huge government

s W3

y v

projects — in which the company
hopes to participate — will add sig-
nificantly to the overall size of the
construetion industry.

Turnover from continuous oper-
ations rose slightly to R1,08 billion
(R991m) but with fierce competition
and margins remaining under pres-
sure, operating profit fell from Ri1,6m
to R10m. :

However, a big drop in the interest
bili from R9,2m to R2,6m lifted operat-
ing profit before tax from R23m to
R7,3m.

A higher tax bill was offset by a fal]
in outside shareholders interest but
profit of R38 000 from associated com-
panies was reversed into a loss of
R372 000, leaving earnings of R4,5m or
22c¢ a share, up from R2i5 000 or 2¢ a
share last year. :

With no further losses from discon-
tinued operations after last year's loss
of R18,5m or 141c a share, total earn-
ings remained at 22c,

e L]




CONSTRUCTION
group LTA out-
stripped its break-
even forecast for the
year to March 31,
1987, by returning to
the profit ranks.

The dramatic turn-
around in the com-
pany’s fortunes, from
a loss of R18,3m to a

profit of R4,5m, came
in the wake of the decision to concen-
trate on its domestic operations while
taking steps to check further losses from
its international business,

Furthermore, the company has felt
confident enough te reverse R8m from
non-distributable to distributable re-
serves. This amount was set aside to
cover the most severe foreseeable con-
tingencies,

And while chairman Zac de Beer is
planning prudently for another difficult
year, some hnge government projects —
in which the company hopes to partici-
pate — will add significantly to the over-
all size of the construction industry.

Turnover from continuons operations
rose slightly to R1,06bn (R891m) but,
with fierce ecompetition and margins re-

| MERVYN HARRIS ]

maining under pressure, operating pro-
fit fell from R11,6m to Ri0m.
However, a big drop in the interest bill
from R9,2m to R2,6m lifted operating
profit before tax from R2,3m to R7,3m.
A higher tax bill was offset by a fail in
outside shareholders’ interest, but profit
of R38 000 from associated companies
was reversed into a loss of R572000,
leaving earnings of R4,5m or 22c a share,
up from R215 000 or 2c a share last year,
With no further losses from discontin-
ued operations after last year's logs of
R18,5m, or 14le a share, total earhings
remained at 22c -

® Ses Page 11
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B Building societies said it was early
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Construg 10N

squeeze” O

CONSTRUCTION conglomerates are
continuing to hack profit margins to the
bone, with many admitting to 3% and
less to keep afloat.

All sectors — building, construction
and civil engineering — are labouring
under tight conditions.

Indusiry sources say what was viewed
as a normal 15% contract mark-up 10
years ago is now a dream as suicidal
tendering and a dearth of contracts sees
the squeeze on margins tightening,

Group Five CE Peter Clogg says he is
operating on 3% on cost just to keep the
organisation going.

Basil Read director Chris Jarvis says
margins are less than 5%.

LTA group MD Colin Wood says condi-
tions over the past year have continued
to be difficult throughout the industry.

SA Federation of Civil Engineering
Contractors executive director Kees La-
gaay says the recent improvements in
conditions have proved to be short-lived.

E o Lt} oo
THE forfeiture to the State of more
than R5m in cash and property belong-
ing to a former African Bank employee
was set aside by the Pretoria Supreme
Court yesterday, and the SA Reserve
Bank was ordered to pay certain costs.

But the court upheld the attachment
of the property, which remains frozen.

The urgent application to set aside
the forfelture and attachment was
brought by Artkur Edward Ferreira,
former assistant GM of African Bank,
his wife Emelia Lorraine Ferrejra and
Arlo Financial Services,

The State President, the Minister of
Finance, the SA Reserve Bank and its

T Phpe 2""'|:‘|' . 5 ""

Governor and Senior Deputy Governor
were named as respondents.

Ferreira is one of eight former Afrj-
can Bank employees named in a Gov-
ernment Gazette as suspected of con-
travening exchange control regulations,

He faces 105 charges of fraud and 315
charges of contravening exchange con-
trol regulations through which, it is al-
leged, he gained more than R6m,

The SA Reserve Bank was ordered to
pay Ferreira's costs. Ferreira’s wife
and Arlo Financial Services are to pay
the costs incurred by the respondents,

Turkish union urges SA

imports is baffling coal exporters
steelmakers.

The reason: SA's coking coal sal
Turkey are infinitesimal,

But some steel industry sonfces be.
lieve a loud call for an embdrgo on SA
coking coal will help deflect internation-
al attention away from SA steei and iron

coal ba;

i 3N et NN 4

| AT mamsit (reijdod (ﬁ
e

ore sales {0 Turkish steelmakers.

urkey is said to be embarrassed bK

accus it is being used as a bac|
door for SA S to enter the EC.

If true, it is unclear-why a Turkish
union, and not the government, has taken
up the anti-SA sanctions gauntlet.
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+'which inflated the cost of jmported
“‘vlant and equiprm! nt. ’

. for the SA Institution of Civil Engin-
eers, and partially funded by Ceac,

, showed sg;udents did not have. 2 posi-

. tive pefg:.eption of civil engineering as

4 BUSINESS DAY, Friday, Ju

i ‘;Cé'éq',;‘ggid; “his -is a_ distressing
finding, and one that should be coun-

' engineers is essential for the future

MICK -COLLINS -

THE civil engineering industry eame
undér intense, economic pregsure dur-
ing the past year, the Civil Engineer-
ing Advisory, Co.pnc"ﬂ {Ceac) gaid yes-

terday. L P
It said; in it annual reports ‘a drop
in construction turnover saw civil
in acts become very

competitiv ‘
The position as exaqerbated by
the 'continue level of the ranc,

ent.
“ Despite the fow level of e(;onomic
activity, the numbér’ of coritracting
firms had not decreased significantly.
An overall.drop in activity by individ-
ual contractoré'occurrgd; as-indicat
edbyd tall-off in the Atotalfwgrkforce
employed hy'contrac’tors’. t
. A.‘Asurvey',conducted by the HSRC

a, career. '

tered by more aggressive promotion—

4l campaigns, a8 the traimng,of ecivil

devglqpment of the ir_\frastruéture of,
AP . b Lo Y R T
. Thils; th“Cjea¢ ¥ hgs,;_nv_itg‘t}_ civil

px:digg.sqrstu provide

engineering sorsto’ P

uidance. "l‘échmkon..'stafil\wm also be
S ERERR SE |
1t.was’ hope wonld-give. the

‘ 4 tiis W
councik first-hand Knowledge of trav®’
ing engineers and technicians, ahdthe

problems facing teaching institutions.
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Construction industry’
ups cost effectiveness:

The construction industry is an estj-
mated 50 percent more cost effective
than it was seven years ago as a result
of severe belt-tightening in the face of
recession, and more conservative plant
replacement, :

The industry is also feeling the bene-
fits of a third factor, which contractors
are recognising as being more and
more essential to their wellbeing — the
push for productivity.

“Top management’s preparedness to
accept responsibility and become visi
bly involved in the change process is
the first and foremost prerequisite for
productivity improvement to take
place,” Mr Charles Lundall, of the Na-
tional Productivity Institute told a re-
cent seminar for building and con-
struction Ieaders in Johannesburg,

Endorsing this view was Mr Charl
van der;Merwe, chairman of Gillis
Mason Construction who, in defining
quality as “conformance to require-
ments”, said the reason for suceess or
failure of a company was its top man-
agement.

“If you achieve quality, higher pro-
ductivity levels must follow,” he said,

“We realise that in most companies
there is a hidden gold mine which, if
tapped, can release vast sums to the
bottom line in terms of profit.”

Mr.Van der Merwe estimated that
the price of non-conformance, or the
cost of not doing it right first time,
could amount to about 20 to 30 percent
of a company’s turnover,

Mr Jerry ‘Eccles, manager of NPI's
construetion unit, said the old manage-
ment'. strucfure under which ultimate
responsibility fell on white artisans

_and foremen on site had given way to

greater involvement of skilled and

L i
peror first, company then the family. .
“Black culture is very much the
same insofar that they view the com-
pany on a tribal basis and as they afe
part of the “tribe” they feel they have
to contribute to its well-being.”
! (A4}

Concor in Lesotho oW
The Concor group has moved early info
the multi-million rand Lesotho High-
lands water project. el
In a R3,5 million joint venture, with
Hochtief, the company will undertike
exploratory shaft and tunnel works for
the main delivery tunnel, s
In a six-month operation, Concoi-
Hochtief will sink a 135 m shatt into a
hillside near Caledon in the Free State,
Concor and Hochtief are also efit-
rently-at work on the Du Toit’s Klogf
road tunpel between Paarl and
Worcester in the Cape. v

[
1 b ogls

Grinaker hoost o m
In a.drive for greater ﬂexibilityﬂ—-;n
building and construction, Grinakér

has brought its building and projeg(:s ‘

divisions under one banner. 1 ph
The companies

Division,

“We can now offer a turnkey pack- :'

1

age comprising financing,conceptual §
analysis, construction and project map- § ‘

agement,” says Mr Roger Dawso,]izé[ﬂ
visional managing director. LR
! »

Moolman ahead e ML
Moolman Brothers Constriéti

“compléted the 12,3km Vryheid by‘pass |
nine months al}‘:;i;%d” of schedile — a §-
contraet v 1“3‘!_,&',‘1 J0ore than RI%m;}lJ- :

lion, -

(2] fliﬂ

and eliiminates

semi-skilled blacks. saLRUCKS to gorthrQuigh the tofyh,’

.“There now has to be a ‘doing situay,.
tion’ to bring these.fellows into the,

Referring to the Japanese approach,
to’ productivity and quality assurance,
Mr Eccles said their concept was Em- |

- THe ‘newrd

inl x?‘u» M.

I » . ORLINE [+ 3
urrican destruction, the only, usable §
ngaa"f;%m northern Nata T.t‘dithe,T;;gps—

vaal went through the town. ;; o

will operate 'gsf
branches of Grinaker Building Inla‘x}‘d

i- 3
o N
n K
5

] ir; H
on~has'y

“The by-péf.gstgm’jiﬁgtr east of ngrﬁéfd ;'
e'need for heayy, codl {

AJie new, Toad is also s1§n¥14f"<r:{5't’;n

. thal Vivheld'ld of the Demoina Route, |

problem-solving process,” he said. diad oS0t led because at the tiné of“the |




Activities: Diversified building and engineer-
ing group.

Contvol: Anglo American Corp has a control-
ling interest.

Chairman: 7J de Beer; managing director:
CJM Wood.

Capital structure: 13,2m ords of RB1; 13,.2m
conv cum prefs of R1. Market capitalisation:
R43,6m.

Share market: Price: 330c. Yields: 6,7% on
earnings; PE ratio, 15. 12-month high, 355¢;
low, 160c. Trading volume last quarter,
214 000 shares.

Financial: Year to March 31.

‘86 '87
Dabt:
Short«term (RmM) .voeevriiiireees oo 33.9 24,6
Long-term (Rm) .... ... 28 59
Debt:equity ratio ...... ..ccccvvvvveeeenee.. 1,09 0,43
Performance:
‘86 ‘87
Return on capital (%6} ....occcvvvvivnnen, 36 28
Turnover (RM) ....ovvceiiiviiiniennnnnns 1,11 1,07
Pre-int profit {Rm}) 11,6 10,0
Pre-int Margin (%} .... 1 1
Taxed profit (Rm) v 0,96 5,55
Earnings {eh...cunviniineniinns 2 22
Net Worth oo 290 319

LTA turned sharply around, despite its own
earlier prediction that it would only break
even. At operating level, profits were mar-
ginally down. But help emerged below the
operating level, where lower finance charges
and stable offshore conditions saw the group
move well out of the red.

Gearing improved with the issue of 10%
convertible prefs last August, raising R26m.
Combined with low interest rates, this helped
cut the interest bill to R2,7m (R9,3m).

The vexing problem of offshore losses,
totalling some Rd47m over the last thee
years, seems a thing of the past. LTA camea
cropper particularly in Australia, after PM
Bob Hawke took an unprecedented decision
in 1985 to remove contracts LTA had al-
ready clinched by tender.

Recognising the inherent risks, LTA. pro-
vided in recent years R47m for likely losses
offshore; another R8m was transferred to
non-distributable reserve, in the event of
“absolutely everything going wrong.” How-
ever, says chairman Zac de Beer, “our confi-
dence (offshore) has improved to the extent
that we felt able to reverse the R8m.”

Back in local markets, De Beer warns
shareholders to “plan for another difficult
year, much like the one that has just passed.”
While acknowledging that some economic
upswing is in progress, De Beer notes that “it
is not very strong, and in any case our indus-
try usually lags the economy.”

Nevertheless, recovery is implied in LTA’s

Slow recovery ¢

\O\/\%

£

LTA’'s De Beer ... expects
another rough year

order book, R856,6m at end-March, com-
pared with R813,6m last year. One does not
know at what margins business was contract-
ed, but these could hardly be squeezed thin-
ner than last year, when R1,l billion turn-
over produced only R10m operating profit.

LTA, of course, is notorious in building
markets for taking business on margins so
thin that some suspect it traded in recent
years merely to keep staff and infrastructure
intact. This is not altogether a bad thing, as
the group will be in a strong position once
markets begin to turn,

There are two main divisions: construc-
tion, which accounts for 65% of turnover,
and is subdivided into earthworks, building
and civil engineering; and Stecledale, ac-

LTA

Cents

300

260

200

May

Source JSE Graphues

FINANCIAL MAIL JULY 10 1987

counting for 25% of turnover and engaged in
the supply and fixing of reinforced steel.
While earthworks is profitable, and ac-
cording to De Beer has “reasonably good
prospects,” the building division is having a
rough time, and last year earned a “very
small’” profit. Conditions remained poor in
civil engineering, and according to MD Co-
lin Wood “no immediate relief is in sight.”
Despite depressed building conditions the
building division had a generally busy year,
and work on hand this year is only slightly
down. Margins remain thin at Stecledale,
though work on hand remains satisfactory.
In general, LTA looks well placed to ride
with our slow economic recovery. Offshore,
no nasty surprises seem to remain. Investors
have regained some confidence, pushing the
share price up sharply last year to its current
330c. Newlle Glaser




C1V1l engmeerm

wn Correspondent

JOHANNESBURG — The civil
engmeermg industry is just
about 4t its lowest ebb — and the
Government was accused last
week of being a major cause.

Chairman of the Natal region of
the South African Federation of
Civil Engineering Contractors
‘Béan’ Bornheimer said in Dur-
ban that the Government had cut
back tremendously on work on
offer and too much work was be-
ing.carried out departmentally.

As'a case in point, he said, a
scheme to build a dam as part of
the Mossel Bay project — a con-
tract he said was worth R100 m —
was to be carried out by the De-
partment of Water Affairs.

A delegation was to see the au-
thorities about the possibility of
privatising this work.

“Eighty percent of the c¢ivil
engineering work comes from the
Government and thev have cut
back tremendously,” said Born-

heimer.

“The work volume is the lowest
ever, in spite of a smail upturn at
the beginning of the year. The
workforce is now 83000 com-
pared with 130 000 in 1983.

“What makes it worse is the
lack of privatisation, Of the
R2,5 bn’s worth of work nation-
wide in a year, R0,7 bn is being
undertaken by the Government. 1
feel strongly this is an area
where it could do a lot to improve
the state of the industry,

“The lack of planning is unbe-
lievable. When one thinks of the
money that is being spent on
townships, we find that officials
don’t know where the money is
being spent. Durban has been cut
off entirely,” he claimed.

Bornheimer also expressed
concern about the brain drain in
the civil engineering industry.
Many engineers had left the
country, and the intake to univer-

J U-l- “ll\-! L LV

“at a low?

sities was lower in numbers and?
quality. T

“It's a doom and gloom scene
and the young chaps don’t like
taking eivil engineering any
more. When the upturn comes,
we are going to have problems.”

Bornheimer urged the speed- :

up of reform, which he said re-
mained the underlying problem.
The election swing to the right in
Natal had meant that the pro-
vince was underwriting what the
Government was doing.

Des King, Natal regional man-
ager commented: “The indisput-
able benefits that flow from pri-
vatisation are not being realised
because the State persists in un-
fairly hogging for itself that
which rightfully belongs to the
private sector.

“If capitalism and the free en-
terprise system works and social-
ism and monopolies don’t, why
does the State propound one and
employ the other?”
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R4,4-m rights issye
By TOM HQOD The shares are tightl_y-*‘held, Net asset value js expected
Business Editor . wit thn_s directors estimated ¢ to be 49,71ﬁ a Sh?ée- at Decem-
PENNYPIN_CHERS, one of the be holding 99 percent. ber 31, 2 threefold incregge on
new Cape listings op the Johan- Sanlam ajse holds a block of  the Previous forecast of 15,01c,
ausburg Stock Exchange, i Shares and has agreeq o S0 @ Shielg Trading Corp is get ¢,
aiming to raise about R4,4-mijl- port the rights offer and ip.

1 ! virtually double the Store-gpep-
lion from jtg Shareholders ang Crease jtg shareholding Ing programme forecast in jpg
use the eagh tg Open new retaj] The new capital will he used repent Prospectus, Fiye new
outlets, to take advantage of varioyg Wwholly-owned cash ang
The hardware and builderg’ acquisition Obportunities ang Operations, part of the group’s
supplies group increageq its  fund the opening of pew out-  Succesg chain
outlets from 24 to 32 since its lets, 5ay the directors, start tradip

listing 1agt November and Turnover ig 10w expected to  this year
cPent R1.8-million sinee 9 top R65-milljon this year, wej The first Suceess store in the
buying out, 59 percent stakes jp ahead of the forecast of Rqg. estern Cape — 4¢ Phillipi,
€rnypinchers Retreat (Pty), million, rising 14 more thap Cape Town — o scheduled tg
Pennypinchers (Boland) apd R100-million ngyt year, open in Augyst,

s Earnings for ¢he current  “gpiond was listed in the Re.
ot tv) held by three Zoer Will be materially gifron: tall and Wholesale sector gf o

- 3 . . L Iroy JSE in early July, Jts dominant
i€ Cash to pe raised wi]] pre-listing Prospectus and the business g centraliseds buying

{rom g Lights issue on the forecast phag beeh reviseq to  op behalf of ind‘ege_n,d,eng
1Of 120 new Shares: for -~ 95¢ ashare — Mmore than g Wholesalers ang retailers, . but
00, ield, ‘thecoffer.to cidse bercent up op the original i s expanding itg network . Of
5,89¢. 9wned outletg :
—
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#SHAREHOLDERS ‘in the-Darling and
“*Hodgson (D & H) -and the R50m Group
‘Five  construction - group ‘have been
“warned to trade with caution following
;[ -rumours of a takeover bid of Group Five
by rival construction group, Murray and
-] ‘Roberts. = T
- -Murray and Roberts apparently made
.an offer for the shares to &albak, which
.| has:a’ controlling interest through its
'|. managerial control of D & H, who in
‘| turn hold 76% of the Group Five shares.
1"~ Told of the bid last Thursday, Group
Five management a%parently reacted
. strongly against it and mads jt clear it
vanted to make'a counter bid: > -
-« »Sources said it was given until Mon-
..day afternoon to do so — but were told it
g h?fd to better the Murray and Roberts’
¢ offer, - - v e

ikl

te

CHERILYN IRETON

At a meeting in Rivonia on Saturday,
Group Five MDs from all over the coun-
try reportedly expressed unanimous o?-
position to the takeover. They pledged to
raise R10m by Sunday evening in an
attempt to avert the change in control.

Indications are that this figure was
exceeded and, by yesterday afternoon, it
became clear that Group Five had also '
managed to raise the bridging finance
required for its a counter bid. S

ubilation at Group Five has been

tempered by a fear that the battle for o

control of the group may not be over, .
The company employs more than 12 000 :

eople, many of whom believe they will *

ose their jobs if the Murray and Roberts
deal goes through. N
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"7, %) ‘quarter of 1986 and a 8 percent rise in
. 02T 7 1Y the fivst quarter 1987 on last year's first
The building and construction industry; three months, 7 T -
is moving out of the doldrums, with 3% -Says BER: “The sharp improvement
building tender prices rising at more “vin the second quarter shows that build-
than twice the rate they did last year, ". ers are receiving more invitations fo

* ! BySvenLiinsche * '}

‘says the Bureau for Economic Research “tender and are eonfident about increas-

at Stellenbosch University (BER).
- In their latest survey on the industry “alistic levels” - )

* BER says that preliminary building tend- '#* - As more questionnaires are processed

.= ing their tendered amounts to more re-

er prices for the second quarter of this the Stellenbosch academics expect the
year indicate a 16,2 percent increase on |, figure to come down slightly in the sec-
the same quarter last year. *+  “ond quarter, but they add that an expect-

This follows a very low 57 percent °.ed average rise in building tender prices

year-on-year increase for the fourth ’; of 145 percent over the year, should be

.n , . L . L] L]
Witwatersrand Nigel Limited
. - (“the company”)
(Incorporated inthe N.w_u:w__non South Africa)
Registration number 05/64523/06

Notice to members

Notice is hereby given that ‘the *”3\.5”3 annual general
meeting of the company will be held in the Recreation
Club at the mine on Tuesday, 15 September 1987 at 14h30.

A formal notice, together with the meeting agenda will be |
posted to shareholders in due course. ,

“higher than the average increase in input -

costs. . N

" “At this stage it seems as if contrac-
tors are trying to make up for the small ™ 14

margins which had to live with during 42 - . —
the past few years” BER says. 0 . ===

Some builders, however, might feel the 16 - " ==
pinch through the steady inerease in la- " 8 - b = =
bour costs. ' .6 E—1 B

Says BER: “Some of the major con- 4 ==
struction companies-are showing healthy 7 = E=
profits after hcze losses in the previous 2 -+ ==

financial year. Labour is bound fo claim
their share so that we anticipate a rise of
more than 15 percent to be negotiated
during the second half of the year.”

While contractors have seen an over-
all turnaround in their fortunes, latest
Reserve Bank figures suggest that fixed
investments in residential building are
not yet keeping pace,

The figure for the first quarter of
1987 was slightly down on the fourth
quarter of the previous year, but BER
says that only a small portion of the
R400 million transferred to the Housing
Trust created last year, has yet been
spent.

BER is therefore optimistic on the
future of residential building activity and
points to two other indicators to support
this statement: .

® The total value of building plans
passed during the first four months of
1987 was 19,1 percent higher than for
the corresponding period of 1986,

© The average price of houses through-
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out South Africa-increased by 14 percent
in February 1987.

@ Increasing attention is given to the
funding of houses for the black commun-
ity, with a higher proportion of blacks
now in the position to afford the mort-
gage bond repayments. .

On prospects in the construction in-
dustry, the Bureau says that the first
indication about fixed investment in this
sector in 1987 suggest a reversal in the

1083 1985

1987 §

nm&gm trend that has been umnmmﬁun

since 1980.

“The private sector continues to in- §
vest about 80 percent of its funds in 2
construction works on the mines, while 8
the public authorities have increased the &

funing of roads in particular.” .

- -“Infrastructural developments have ¥
been neglected during the past few years, §
but the authorities seem to be committed §
to rectifying the matter,” BER concludes.

- _®Ne . . .x®
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THE closure of one of SA’s oldest
piling companies, McLaren and
Eger, has led civil engineering
teaders to call an government to
create more work to alleviate the
crisig in the industry.

SA iFederation of, Civil Engi-
neering Contractors president
Ron McClennan sajd the sector
had sh;;unk‘;from 130 000 employ-
ees i [982 to the present level of
850001 .

He,n;s'pid,,the reported uplift in
the building sector had not fil-
tered: through to civils, and the
industry was in a dire situation,

oy

[ MICK COLLINS |

“Instead of doing eivil engi-
peering work inhonse, govern-
ment must put its work ocut. We
thought there were signs that the
€conomy was improving but it did
not happen for us.

“The industry is suffering from
over-capacity and a serious short-
age of work.” )

Commenting' on the demise of
McLaren and Eger, he said: “The
closure is just a sign of the dis-
tress that is facing us. The decline

in piling_ work has been _more
drastic than civil engineering
overall”

A spokesman for holding com-
pany Group Five, confirmed the
55-year-old coneern had stopped
work, but said as many as possi-
ble of the staff would be placed
with other contractors within the
huge engineering group,

While most of the company’s
Operationsiwere concentiatgd: in
the Transvaal, the firmi has been
prominent in Natal {Wwith- its
recent work on the beach redevel-
opiment.




‘GR‘OUP,-'Five. man- .
agement Was yester- .-
|: day. given two wee :
to formulate a-for-""* TN
mal offer for control

f its, Re0m con- .
struction interests.
This follows a
takeover bid late...
last. week by com-
' petitor. Murray and

“Roberts (M & R)
In an attemp
management ¥

A

7

ICK COLLINS and

HERILYN IRETON

| counter offer, — i
cess of R&0m — with controlling rejected.
shareholder Malbak. Malbak has con- M&R Construction Group CE
trol of-Group Five through Darlin Geoff Knudsen said: “Nothing is fur-
and Hodgson (D & H), which holds76%  ther from the truth. Jobs are not on
of the equity. the line. M & R has a sound track re-
After a lengthy board meeting yes- cord with acgms1tlons, and that would
terday, D& H chairman Hugh Brown. be the last thing we would want to do.”
confirmed there had been two offers. .- . ‘Knudsen also disputed suggestions
He said: “The offer: from management " the acquisition was a move by
is significantly higher. We have now to wipe out its competition. He said:
jven them two .weeks- to formulate “Our culture and background is in the
- that offer. Weare giving.management construction sector. ‘It is natural we
_a chance, after all they kriow.the com- would look in that area for acquisi-
. pany.i ‘ R B tions.
 'Denying the M&';B@ﬁiﬂ—’:ﬁvé‘é’{tioétile; T H0ur bid is certainly not hostile, but
~Brown said Grou "Five.did not fit into — I'm not so sure we would want to take
.the Jong-term:p ans :of D& H, hence . over Group Five if it didn't want us.”
-the interest ‘in-the M & R ‘offer. - Group 5 shp&)ed into the red in 1985
However, .suggestionsthat. ,000...;, but is.now SalC 1D be in.a strong PoS-
‘ pedplegwould‘lpse théirE.iobsi'lffM'& R tion withrinjtial profit estimates for
the year ranging between R8m-ROm.

Fot contro

A

‘,V._weréilasti ’night_ strongly .
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BY JANE ARBOUS
THE upturn in the construction indus-

tryis providing a strong boost for Cape
Town-based Mewa — the country’s No
2 manufacturer of stainless stee] pro-
ducts'— heading for a listing on the
main boards of the JSE in September,
" Chairman and foint MD Eli Rabie
said yesterday the increase in con-
struction activity, which started in the .
second half of last year, had been rap- ‘
id and although levelling off now, it , ;
Wwas still on an upward curve, RS OREIN
Rabie dited schemes such as the Eli {left) and Ernest Rabie, the joint
Blue Downs coloured housing project MDs of Mewa Holdings, which is
coupled with the government’s recent- heading for a main board listing.
ly announced expenditure pro- | .
gramme on black housing. The ‘con- Another element of the listing is a
struction of black schools was also a share-benefit scheme, which, unlike
major growth area, ' many companies, is being extended to
The “boom” would continue, he all levels of staff. The only qualifica-
said. » tion is that the employee must have at
S0 much so that Mewas is expanding least three Years serviee, but out of 5
its product range and is already manu- complement of 290, 70% qualify for the
facturing items breviously imported. substantial share offer. The shares
“We are also introducing new bro- will be given free, but employees have
duction processos and steel alloys to Pay part of it back at issue price
that will result in cost-effective use of within a specified number of years,
raw materials and factory resources, Mewa, which is more than 60 years
“Production is already at full capae- old and one of the first in {he industry
ity and part of the reason for seekinga ,to be awarded the SABS quality. mark
listing is to raise the working capital “for itg products, was bought -By the
to increase!: capacity through the in- Rabie family in 1963 after they found-
stallation 6f additional equipment, ed Western Steel 40 years ago.
“Such fundings would also be used It sources its raw material from both
for selecté‘d_ acquisitions in fields local and foreign rolling mills, and
complementary,utoﬂour business.” sells to a wide range of sanitarywara
The first movéifter the listing, on and builders’ merchants and State de-
September 15, after 5 i»rwat“é Placing. ' partments,
to raise R2,5 m between August g and ‘Turnover for the year to February 28
27, is likely to be the acquisition of a  this year was just over RS m, yielding
distribution network. an after-tax profit of R1,12 m. e
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Conteste
Group Five management could be set to suc-
ceed in its buyout, though the deal is not yet
finalised. Management of Group Five op-
posed the bid by Murray and Roberts
(M &R), though Darling and Hodgson
(D & H) chairman Hugh Brown s5ays the
M & R bid was not itself hostile. Malbak
-qubsidiary D & H, which owns 76,5% of
Group Five and was considering the M & R
offer, gave management from Friday to
Tuesday to counter-bid.

They succeeded in obtaining the finance,
according to Group Five CE Peter Clogg.
From management down o the lowest level
of employee, ail brought their savings 10 help
with the finance. Bank finance was also
obtained and the package put together.

Brown says that the board, which met on
Tuesday, felt an obligation to Group Five
management and the management offer was
«“meaningfully higher” but “not in the form
we want.” Management has been given two
weeks to finalise it, though what remains 1o
be done is not clear.

Group Five secms quite a plum, being
virtually ungeared and with R25m cash. In
addition, Clogg apparently expects 1986’s
losses of R11,4m to be turned into a profit of
around R8m this year. He also points to 2
good order book, including the Majuba
power station and a large building in central
Johannesburg.

Whether M & R will try another bid if it
daes not want to have to cope with a hostile
management and staff is problematic.

Also unknown at present is the value of the
two bids. Cash holdings amount to R1,87 per
Group Five share, and earnings should reach
at least 60c. On the current price of 410c,
this means the share isonape of 6,$Jjwhilc:'1}
seems cheap. . Pat, Kenniey




Steven;
|Wins. big "
PE"po

|office job:

RTINS R

company ‘Stevenson Con-
|| struetion:has been award-
ed a R35,7m. contract to
-] build. the- new . executive
Post Office and regional
| headquarters building .in
Pert Elizabeth,

Another Group Five
building“company, Group
Five” Building (East
Cape), has already com-
ﬁleted the first phase for

RSBy e oo
Thé{second phase will
-consist.of .the ‘completion
of the lower basement,
upper basement and
lower:-ground -floors,-as
.| well as a'four-storey podi-
Jum’and a 18-storey tower
block.

The contract period is
36 months and a start will
be made on the project
within the next six weeks,

GROUP ‘Five .buildin‘g.H

vemson. ., .. - .

@ Group Five top man-
agement-is still trying to
stave “0ff'"an" attempted
| takeover of the compahy.
~~ Last’week the manage-

weeks to “formulate an
offer: for control of itg
R50in -interests andito;
'} lodge it with controlling
shareholder Malbak, . -

The move followed an
‘earlier- attempt by rival

ray & Roberts. (M & R)+to’

pany...-

was said to be substantial-.

EIEL I

3 -.b--!y‘.w“- |§~£ﬁ 'y

ost N

‘MICK coLLINs ] -

said Group Five Building {.
deputy chairman Bob Ste- |

ment'team was given two |

construction giant Mt}

gain control of the com:}

T
anagement reacted Jri.
by lodging a-. bid which]-,

offered by M& R.

ly higher (R56m) than that.],



" ATTOP managerient *
Group ¢Five consor-
,tium hagfopght off a
rival~bid; and taken
control Jof the com- !

D&H

pany -from Dar-

ing o o
-Holdings

at a’'cost'of R39,4m.

Headed . by Group

Five CE Peter Cloge,

the _consortium has

B W0
Grou

%

.

spent the past 10 days < .
. puttix;%tbgether the finance for the ac-
quisition, :

_The“announcement follows an earlier
bid by construction rival Murray & Rob-
erts, whose: offer was said to be signifi-
cantly lower, .

Clogg, who said he was delighted to

have .succeeded, added the consortium
was overwhelmed by the su port it re-
ceived, This enabled it to finalise the
deal ‘éarlier than planned.
. “We have spent many hours over the
past week working on the finances and
now want to settle down and get on with
running this business,

“We believe Group Five hag a great
future and want to prove it to the people
who' have supported us.”

Tlie;gffer is for 76,5% of Group Five’s
issued™ share capital (equivalent to
10 238'970 shares) and, at the purchase
price of 385¢ a share, puts the total price
" of R394m on the deal.

t.Jn\addition, D& H will receive the
GEou; Five interim dividend of 10c ¢
share, ' making

395¢c a shate.

the gjffer an attractive °

MICK COLLINS

[ N

Making the announcement, Corbank
said it was acting as principal for the
consortium which would ultimately hold
50,07% of Group Five,

Corbank has placed the balarice of the
shares with investors. It hag undertaken
to make a similar offer to Group Five
minority shareholders and documenta-
tion will be gosted to sharcholders as
soon as possible, -

The effect of the sale on D & H's net
asset value, after taking aceount of the
recent rights issue, is to boost its historie
net asset value by 22¢, from 237c to 259¢.

From an earnings perspective and on
the basis that the proceeds of D& H's
rights issue had been received on Janu-
ary 1, 1987, and that the sale of Group
Five took place on the same date,
D & H's earnings decline from the fore-
cast 30c a share made_in the recent
rights circular to 28¢ a share,

hThis calculation is based on 60 616 343
shares.

————
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' ‘gear.-"l';‘rom losses of 5S¢ a share, M'& R

R o, SACPEAL A

'MURRAY. & ROBERTS has annotince
1a R58,6in 'profits turnaround despite
decline in real turnover, '

An unaudited profit. statemeént shows
'thexcoipany .achievedRé4;lm ini;:at-
tributable earninigs in the year: tosune

30,7against-a~R14;5m loss the previous

as recorded earnings of 166c.
It:has.announced 'a final dividend:of

42c.after Te at the interim stage, Last

year it'paid a 10c interim and passed the
final, ", N

T P .r\_-f:ﬁm'__‘__.}“

M. & R profit rises, turnover

V,/,

CE David Brink last'night attributed
pe ‘turnaround: to restructuring; and
ationalisation within the group, which
receives about half its earnings from
" construetion-and half from industrial

b LT
\

nactivities. <
N ' T e e whoked oy
over was “robghly the samelas .
e previous year’s R2,5bn, rep;esentnn‘g

oY

a decline in real terms. N

Brink was confident the group ‘would
continue its earnings and dividend im-
provement in the current financial year.
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vad . MICK couma\‘y !)
: GROUP FIVE' comp

'CMGM . (Natal) has
J'sécured more than R40m
in hew. contracts at the.

Majuba power” §tatnon a

near Amersfoort.
~“Escom has signed d’for-

mal, agreement’ with the |

company for the R34m "
main civils-contract ‘for
| -phase ‘one”of -the power

station project. ‘.t

-The ‘corapany has’ also’

4..—£ -

| clinched a'R§, 5m contract - |

*from one of Escom’s fain-

1. contractors, GEA: for the

.| concrete platforms asso- .

| ciated.with the: dry cool- |.

’ ing towers.
‘| The'company recently
| "completed ‘work on the

«|-main ecivils , confract .at | -
Tutuka. power@ta}tlon

near Standerton S

o-| ++ The c¢ontract-fof phase
1. one at ‘Majubd is for three |

- | units.” ‘When -  conipleted,

- |the station will have a ca-

: pacxty, of s1x umts
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Golden’ﬁr’&dpﬁﬂ

Group 5 management has succeeded in its
MBO. The company is now controlled jointly
by management and S M Goldstein, with
759 each. Many employees have also bought
shares.

There will be no impact on Goldstein’s
EPS, as debt raised for the acquisition will
use any dividends from Group 3. A rights
issue to finance the purchase is possible.

But the deal must make Goldstein more
interesting, Chairman Stan Goldstein says
the two may combine on major projects such
as Mossel Bay and the Lesotho Highlands.
In add