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By Jabulani Sikhakhane

| |
Strong growth 1n the black mar-
ket sector and the relaxation of
credit restrictions helped boost
sales of furniture, apphances,
TV "ahd andio equipment
03,8 percent in 1990, compared |
with the previous year .

The executve director of the
Furmture Traders Association
wrans Jordaan says sales to the
black market accounted for
32,5°percent of this growth and |
22,1 percent mn the rest of the
markef

(M, Jordaan says the sttong
growth n the black market 15
largely due to mereasing home- |
ownership and more disposable
income. .

‘National sales figures for De-
cember, traditionally the boom
period for the indusiry, showed
arf inerease of 24,8 percent over
December 1989 at current
priices

Audio equipment and appli-
anc&s 'showed the most signifi-
cant, growth of 50,9 percent and

31,4,percent respectively Tele-
vision and video sales were up
23 4 percent, Wity furniture
sales-rising 16,7 percent

Mr Jordaan says although the |
migh December sales are not ex-
pectéd to be confirmed by Jan-
uary, figures, the furmture 1n-
dustr¥ 1s optimistic about 1991

«“Until March last year, the
industry was batthng under a
heavy gnvernment-1mposed-
burden of credit restrictions
andimport surcharges
~ {Ohce they were relaxed and
pormal market forces came
mto;play, the recovery 1n the 1n-
diistry was good *

“wThere was an immediate

surge 1 sales due to pent-up de- |

mand,” he says
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THE retail furmiture trade was saved from a “orisis
situation” mn 1990 by sales which were buoyant over the
Christmas pertod and steady over the last six months.
Furniture’ Traders’ Association execufive director
Frans Jordaan said at the weekend that sales of furni-
ture, apphances, TV and audio equipment 1 December
1990 increased by 24,8% n total over December 1989

National sales figures for Decernber show increases of
16,7% for furniture, 31,4% for apphances, 23.4% for TVs
and videos and 50,9% for audio equipment over Decem-
ber 1989 at current prices

Jordaan said until March 1990 the industry was bat-
tlimg “under a heavy government-imposed burden of
credit restrictions and import surcharges” However,
once these were relaxed, the mdustry recovered well,

Pent up demand saw an “immechate surge n sales”
and business for the second half of the year was steady.

Jordaan said a sigmficant factor n the mdustry was
the fact that the biggest growth area was in sales to
blacks, which was “not altogether surprising” because of
the crease of black home-ownership and disposable
imcome .

“Overall growth across the board for the calendar year
at current' prices was 25,8%, with 32.5% 1n the black
market sector and 22,1% 1 the rest of the market.”

Jordaan said the FTA did not expect traditionally high
December sales to be sustamed in January, but said “we
are cautiously optirmstic about 19917,
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Furniture sales boom has ended

FURNITURE sales figures have begun to
level off this year following the “something

near hoom conditions” experienced durmg
the second half of 1990

Furniture Traders Assocration (FTA)
president Terry Simon said 1n the annual
report that monthly turnover growth last
year often averaged between 20% and 305
after the hifting of eredit restrictio

March. £ |94 lﬂ%}a 33
“This, however, was Where the

news ends,” he said 144
This year would be tougher for the

try as companies were “facing the reahties
of dechiming earmngs and increased unem-
ployment”

The industry was likely to be adversely
affected both 1n terms of sales and collec-
tions, as the effects of the economic down-
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turn would be felf most severely by the
lower Income group “which constitutes a
major and growing proportion of our cus-
tomers”, Simon said

The industry was working with govern-
ment to achieve a mutually acceptable
solution to pending changes to the debtors
allowance i1n terms of Section 24 of the
Income Tax Act.

The introduction of codes of conduct pro-
posed last year was “a potentially harmful
piece of legislation”, It would he difficult
to see how transgressions of such a code
would be treated or how such a code could
ever become law, Simon said

The FTA behieved the code was unneces-
sary and unenforceable.
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TOTAL sales of furmture, applianc 10 equipmment

and TVs increased by only 15,1% March, indicating
that the retail furmture sector was feeling the pinch

Sales figures have heen falling off since the end of last
year Bouyant sales for most of 1990 — with average
Increases of between 20% and 30% — dropped toa 17,6%
INCrease 1 January and 20,1% mn February

March figures i1ssued by the Furniture Traders Assoct-
2ation (FTA) showed across the board sales were “not
good”, FTA executive director Frans Jordaan said yes-
terday @B ij0enq 1614} .

While a 325% increase m sales of audro equipment
indicated sales 1n this sector were still farly bouyant,
they were down on the growth in previous months

Actual figures — which showed percentage increases
at current prices — reflected a 10,3% 1ncrease 1n furn;-
ture sales compared to Marck 1990, while appliance sales
grew by 20,2% and TV sales increased by 13,7%. Jordaan
said the figures were a cause for concern
' “"When you take the current inflation rate of about 15%
mto account, we are looking at negative growth 1n g
couple of areas,” he said.
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THE recession 1s starting to bite in the
furniture mndustry after a prosperous
1990, latest Furniture Traders’ AssocCl-
ation (FTA) figures show

Industry players said yesterday that
many manufacturers were now working on
short time Although sales were still rising
from last year’s figures, growth was nega-
tive 1n real terms

Retailer Liaison Committee figures 1s-
sued by the FTA showed that total sales of
furniture, apphances, audio equipment and
televisions mcreased 7,7% 1n April

Industry spokesmen said preluninary
figures for May showed growth of 8%,
indicating no real growth in the industry
during the past two months

The downward sales trend compared
with a prosperous 1990 for the mdustry,
when growth across the board for the cal-
endar year at current prices was 25,8%,
and sales mereased an average of 20% to
30% for most of the months

January sales had ncreased 17,1%, Feb-
ruary’s 201% and March sales 15,1% In
April furniture sales showed 4% year-on-
vear growth, while television and video
sales grew only 0,8%

FTA executive director Frans Jordaan
said apphance sales stayed at about the
mfation rate while sales of audio equip-

|
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el pinch

| MARCIA KLEIN |

ment were “better”

Although apphance sales had held up
well, industry observers said these were
also starting to level off

Rusfurn CE Geoff Austin said yesterday
that “umversal chains” had shown growth
of 2.3% at current prices, whle chains
which sold to the black market had -
creased growth by 18,1%, reflecting this
market's relative buoyancy.

The white market had reached the limit
of 1ts debt capacity

However, recent figures showed only a
slow rate of growth compared with the
huge decreases m growth during the last
recession, when sales fell 40%.

JD Group chairman David Sussman said
that 1991 had proved to be tough. However,
the group was still in a strong position
despite generally difficult sales Although
discount chains had kept their sales up,
high margin chams had not fared well.
With consumers more aware than ever of
value for money, margimns Wwere under
enormous pressure.

Sussman did not expect the situation 1
the industry to improve this year. How-
ever, he said that its medium-term pros-
pects remamed good
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Furniture(s®)

sales fall off
By Des Pgrker%—ﬁrm

The honeymoon created by an
easing of Government  credit e
strictions on furmture sales 1S
over b

Qales of furmiture of all types
in April were only seven per-
cent up on the same month last
year, which iransiates nto a de-
cline of a giilar- percentage
after inflation 13 accounted for

Furmture Traders Association
executive director Frans Jordaan
said while electrical apphance
sales were about keeping pace
with nflation, brown goods (pre-
dpmmantly wooden) grew by only
four percent, while television and
video equpment rose by a mere
0,8 percent

“«aAllowing for inflation, we are
looking at a negative ;gruw‘.;hhuf
more than 10 percent 1n furniture
and of 14 or 10 percent TV and
video sales,”:he said

«n, overall sales of, furmture,
apphances, audio equpment and
TV, there has been & steady de-
chine 1n sales since October last
year ,
“In April, overall growth 1n the
industry compared with April last
year was 7.7 percent at current
prices” .

The dechne 1s bemns experl-
enced at source, the head of a
major small appuance manufac-
turer said last week that sales in
the past 10 weeks had dropped
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call-up for

army servi
N
u\(\\“\\.mnm BIRNS
HUNDREDS of young
white men yesterday began
their national service eall-
up — the first since the
scrapping of the Population
Registration Act which
some lawyers believe ren-
ders whites-only conserip-
tion 1llegal

Most conscripts nter-
viewed at the Nasrec show-
grounds outside Johannes-
burg — gathering pomnt for
about 40% of this year's
July intake — said they
were apprehensive about
the year ahead

Few of the conseripts
were aware of the new
Scrapping of Racially
Based Legislation Act,
which some lawyers re-
cently said made the De-
fence Act, 1n term of which
white men between 18 and
05 are lable for national
service, unenforceable

Most conseripts inter-
viewed yesterday agreed
conscription should include
all races, or that the system
should be replaced with a
volunteer service

durable
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CONSUMER spending on non-
motor durable goods increased
19% to R2,5bn for the first quar-
ter from R2,1bn 1n the first quar-

[ ter of 1990

This was achieved on the back of
buoyant sales 1n furmture and TVs,
VCRs and M-Net decoders

However, Tek Corp corporate
planning director Laura Levetan sard
the trend was unlikely to continue for
the rest of the year, and spending on
these durables “has probabiy peaked
In real terms at the historie high of
R1lbn for the 1990 calendar year”

There had already been s1gns of a
softening n parts of the furniture,
TV, VCR and M-Net decoder mar-
kets, which had fuelled the growth 1n
spending due to pent-up consumer
demand, the TV replacement cycle
and a high level of competition
among manufacturers and retailers

Prices inflated by just over 5% 1n
the first quarter compared with the
corresponding period last year, inds-
cating “non-motor durables repre-
sent one of the lowest sources of n-
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flationary pressure confronting local
consumers”

Levetan said the introduction of
VAT was unlikely to cause inflation
In pricing, particularly at the manu-
facturing level

This would hit the cash flow of
manufacturers at the ontset, but
there would be some compensation
through less tax on capital goods and
consumables

Apphances’ share of consumer

L W Wl e

SC

spending on non-motor durables was
19% in the first quarter, compared
with 1ts usual range of 17% to 209,

The home and car audio share
amounted to 11,6%, within 1its usunal
range of 10% to 13% TV and visual
products’ share accounted for 11,5%,
from a low of 8% 1n 1985/86 This was
due mainly to TV replacement and
M-Net decoder and video camera
sales

Sales of furmture, TVs and other
visual products were “the driving
force behind the growth”, despite
high surcharges, mmport and excise
duttes and pumtive HP and credit
terms, Levetan said

With the Board of Trade and Indus-
try’s more lement approach to duties
and surcharges, Levetan said this
sector could continue 1ts strong run
* While average households 1n weal-
thy countries spent about 10% to 13%
of their disposable income on non-
motor durables, the average SA
household spent only 4% to 5%

Non-motor durables nevertheless
accounted for between 63% and 68%
of total consumer spending on dur-
ables, and were therefore a key eco-
nomic indicator, she said
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BUSINESS DAY, Tuesday, 16 July 199% 3

Poor figures for furniture
Bloany ol 714

trade revea@l 1n sales

MARCIA KLEIN
nominal prices in May compared with May an expected drop in interest rates,

1990, reflecting a substant)al real decline, He said sales figures for the year to May

according to figures compiled by the 1991 showed an ncrease of 21,8% at cur-

Retailer Liason Commuttee, rent prices over the previous year, 8o there
In the first three months of the yearthe .. 1 growth on an annual basis

rate of increase 1n sales slowed down Jordaan said the [ifting of sanctions

Sales inereased by 17,1% 1n January, 20,1% would create more jobs and generate more

in February and 15,1% in March. money and purchasing power

The nommal 7,7% fncrease in April was Also, manufacturers would be able to

the beginning of a year-on-year decline in find cheaper markets for raw materials,

real sales, where previously they paid higher prices

Furmitiite Traders’ Association (FTA) 4, Import materials through the back door.
executive direetor Frans Jordaan said yes-

terday that figures for this year would not Uncertaj nty

look good compared with those of 1990, due ———————

to “the spending spree” from March last Other positive factors were that sales to

year when credit restrictions were lifted.  blacks sty remamed fairly strong and
Despite  results for March being low, massive housimg projects would boost

Jordaan said “the news is not all bad” The gajes of furmture and household goods,

industfy was still 1n good heaith and was  Jordaan expected sales to ncrease with

taking a bigger view of sales patterns the mtroduction of VAT ag many people
Trade could 1mprove m the second half were holding back on purchases due to

of the year.due tgo positive factors in the uncertainty over prices

retail furniture sector These factors in. He said the FTA believed there would be

cluded the Iifting of sanctions, the reason- Lttle, if any, difference In prices with
I able performance of the black market and VAT's mtroduction

T o _——Q:?—_?—————




FURNITURE COMPANIES

Not sitting comfortably

mez.|3{7f

Profits have been good but now sales are flagging

Some furniture traders tend to argue that
they have never enjoyed a fair rating from
the stock market That 15 partly because
thetr companies ate not comparable to any
other type of business — they have both shop
and bank functions

The discount on furmture shares 1s such
that the old Beares Group, now Prefcor, will
be relisted on the m~r. highly rated Retailers
& Wholesalers sector

Furmture traders carry their own debtors’

books, which is why their debt levels worry
the market Furmture retaslers lend to cus-
tomers who often ¢annot obtain financing
from banks Moreover, risk does not just
arise from bad debt — furniture, ke the
durable goods market as a whole, Is a cychceal
industry Furniture purchases are usually

amoeng the first to be postponed during eco-
nomic downturns

Yet recently furmture® shares have lan-
guished even though sales have grown

Uz

strongly Conventional wisdom about furmi-
ture sales — and profits —suffering severely
in a recession was turned on its head There
was substantial real growth for the whole of
1990 (see graph) Atinibutable earmngs of
furniture companies have recently held up
well (see table) with Ellerines, Morkels and
JD Group all showing substantial real
growth in earnings, while earmings have been
in dechne n industrial compames generally

The optimistic view held that the require- /}
26 » FINANCIAL MAIL » AUGUST = 2 » 1991

Ty Y

ments of the burgeoming black market wonld
insulate furmture traders from economic
downturns Construction of hundreds of
thousands of low-cost houses would add fur-
ther to their sales Recent evidence shows,
though, that the consumer recession was
simply postponed The industry 18 battling
and major retailers confirm that sales are
down in real terms Beares is the only excep-
tion at this stage

The downturn has claimed its first victim
in Geoff Austin, chairman of Rusfurn, who
was unable to meet the cash-flow require-
ments needed after the management-led
buyout The market 15 expecting no more
than flat earnings from Rusfurn

Austin says debt capacity of individuals
had been bumlding up since the 1984-1985
collapse of consumer spending There had

Looking for value

Key statistics from the {eading furniture retailers

N_

e AR

been no real growth 1 furmiture sales since
then and consumers have been waiting for a
decline n inflation and mterest rates Last
year it became clear that rates would not
come down substantially

The decisive variable i furniture sales 15
not interest rates as such Restrictions on HP
terms are the key factor The recent boom
was boosted by the relaxation of tough terms
on TV and audion March 1990 A previous-
ly static sector of the market took off Sales
of audio equpment last year increased by
$1% and TVs by almost 24% But further
relaxation m these restrictions 15 unlikely
this year, so thus factor was a one-off

Perhaps, 1f the furnsture boom had contin-
ued for the rest of the year, reratings would
have been justified But compames need to
show sustained earnings growth over time

Tumaver o, GDETHE:'H % Operating  Stock Debl!  Inleresi cﬁ:g?nec:
(Am) change pFln': changs  mMargin turn equily COYer o chagnge
AmralF (March) 1081 21,4 649 36,8 §3 7. 0,80 18 1388
Eflgrne' {Feb) 311 30 516 353 16 6 13 4% il n'a f/a
JD GrovpF {(Dac) b47 Je.9 43,6 25,7 129 1.5 0,55 3.3 J28
Morkels® {March) 268 312 28 4 563 106 49 125 31 432
Musfura’ (Cec) 849 219 109,80 0.9 129 6.7 190 3.5 137.8

F = full year results 1= intenm resulls  + = for the lasl lull year = annualised o

-r—'———'—__ﬂ...-"

—

Take for example the two best rated shares
Asmnrel lost 11c a share back in 1986, Eller-
mes had an earmngs decline in 1988, fol-
towed by some fairly pedestrian results, be-
fore taking off m the last two-and-a-half
years Ellerines, at least, cannot complain
about the run it has enjoyed over the last two
years

The rating of furmture companies was
clouded to a large extent by uncertamnties
about their tax position Under the old Sec-
tion 24 allowance, furmture traders effec-
tively paid no cash tax as leng as their
debtors books continued growing They were
able to offset the uncollected portion of
a contract agamst any tax due This enabled
compames like Rusfurn not to show any tax
on thesr income Statements

Government made 1t clear that changes to

Yo Tax  PFeturn  Markel pe
change rate onequity <ap (Rm) ratio
8,1 A2,9 164 110 4.5

26 7 49 26 5 452 a8
39,8 17,2 24,0 150 3.1

63 4 R0 5 157 34 36
0,3 hil 277" 134 1.4

FINANCIAL MAIL » AUGUST = 2+ 1931 » 27
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By Jabulani Sikhakhane

Picard: Apphances (P;-
capiz) has reacted positi-
vely to shock treatment

applied simce fmanel
1990 @( (8% )
The grofip~Yepor a

sharp turnaround in the
12 months to June, with
earmings of 54¢ from g3
loss of 53¢ a share 1 the
previous year.

No dividend 18 bemng
paid as directors have
decided to conserve cash
until the group’s gearing
ratio improves

In financial 199) the
group disposed 1ts low-
margin audio business
and withdrew from the
local manufacture of
portable audio products
and television sets

This  rationalisation
programme was em.
barked upon after Piea.
pli reported 3 pre-tax
loss of R13,2 million for
the year

Durmng the review
period, group turnover
rose 95 percent (for com-
petitive reasons Preaply
does not provide actnal
turnover figures)

Improved operationa]
efficiencies, the elimipa-
tion of the low-margin
business and Improved
penetration into the ap-
plhiance market resulted
In operating imcome ris-
Ing 121 percent from
R14,36 million to
R31,77 miilion

Working capital map-
agement was tighter
during the year, result-

g 1n nei assets fafling

from R139,44 million to
R109,07 million

As a result, the group
managed to cut a further
R44 million off 1ts inter.
est-bearing debt,

The group received a
R21million loan from
Picard;

Taken together, these
factors helped redyce
gearing from 319 percent
to 130 percent

Interest payments fell
38 percent from R27,53
million to R17,15 million

This boosted 1ncome
before taxation by 211
percent to R14,62 million
from a loss of R13,17
mtllion

After a tax payment of
R608 000, taxed Income
was up 204 percent from

a loss of R13,472 million
to R14 million

This 13 above taxed 1n-
come of R10 million the
directors forecast at the
Intermm stage

Excluding the utilisa-
tion of

Looking ahead, the

directors are confident -

that Picaplr’s focus op
branded

difficult frading cond;-
tions .

Continued tighter
working capital manage-
ment and further m-
provement in operation-
al  efficiencies  wyJ)
provide the basis for sys-
tained profitability, they
say. d

M
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assessed tax:
losses, €arnings a share
would have heen 32¢ ~

products wll'
See the group through<
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FURNITURE retailers have fi-
nally succumbed to the pressures
of the economy, continued high
interest rates and a significantly
lower rate of consumer spending,
analysts say

After a spate of good results from
major retailers, the most recent com-
pany results from Protea Furnshers
(Profurn) and Morkels — which both
showed reduced earmngs and mini-
mal turnover growth — reflect the
recent decline in consumer spending
on furmture and household goods

Figures 1ssued by the Furniture
Traders Association show sales
growth of 17,1% 1n January, 20,1% 1n
February, 15,1% i March, 7,7% m
April and 5,7% 1n May — compared

T | R} e — v Oy TN, el - ﬁ..l._:r et -...
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Days of r

BAS 2419
with an average sales gtowth of

25,8% in 1990 |

The Reserve Bank annual report
confirms this trend, showing that the
contraction in expenditure on dura-
ble and serm-durable goods and ser-
vices since the beginning of 1991 was
reflected 1n a growth rate of 0,5% 1n
real private consumption expendi-
ture 1n the first quarter, and a de-
crease of 0,5% in the second This
compares to annual growth rates of
about 2% m all four quarters of 1990

An anaiyst said “The high interest
rates had a depressing effect on con-
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koning for furniture firms

ook

MARCIA KLETK

sumer expenditure and companes’
ability to finance debtors books ”
Furmture groups Ellerne, JD
Group and Rusfurn will report soon,
and analysts are expecting them to
show slower earnings growth
Ellermme reported a 27% increase
in earnings to 375¢ a share m the si1x
months to end-February, with sales
growth of 30% to R311,3m It was ex-.
pected to perform “better. than the'
rest”, but not as well asbefore ~ °
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Vianello said that Ellerine might
show a sub‘inflation turnover growth
in the second half However, 1t had
made such large provisions it could
possibly even maintam margins

He said total pre-tax profit for the
year would be 1n the region of R105m,
up by 12% for the year Total earn-
m_.wmqm would be up by about 16% to

o

Irish & Menell Rosenberg analyst

-Aloma Jonker said there might be an
~increase 1n stock levels and a length-

ening of the debtors book, but the

Ed Hern, Rudolph analyst Sid  group had always employed sound

L Y
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working capital pohicy

J D Group boosted its earnings by
nearly 40% to 143,2c a share 1n the
year to December, from turnover up
36,9% to R645,7m

Vianello had heard talk that JD
Group’s profits would remaimn un-
changed for the six-month period He |
expected a 12% turnover rise, as the
reporting period included the stili
buoyant earher part of the year

Jonker was concerned that the
group’s interest cover was getting H
thin, and that bad debts in some divi-
sions was high

arsday, August 29 1991 15
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Analysts said 1t was well known 1n
the mdustry that Rusfurn was faced
with a multitude of problems, and its
bad debt position was more serious
than the rest of the industry Vianello
said results depended on how prudent
management’s provisions were

Jonker wds expecting “dismal re-
sults following the group’s policy of
rapid growth without due consider-
ation of the risks involved”

Rusfurn announced a mnimal
growth in earnings to 37,2c a share on
a 22% turnover rise to R849m for the
six months {o end-December

Jonker said that condifions were
not leoking good for the furniture
trade, and even Ellerine, financially
the most sound, could feel some of the
pain
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Furnitur

TOM HOOD, Business Editor

SALES of furniture, applhiances, TV and audio
equipment Were depressed 1n the mid-year May
to July period, but the Fuirniture Traders Ass(Cl-
ation Believes the dechine has halted and that the
1ast five months of the year may show an upturn

“Factors that have depressed sales have been
the general economc climate, and the fact that
VAT will be mtroduced
1991, says Frans Jordaan,

the association

at the end of September
executive director of

who are planmpg a major pur-
chase are waiing until October but the govern-
ment’s mtroduction recently of an additional 2,5
percent ad valorem excise duty on television, ra-
dios and audi0 equipment will negate the three
percent difference between VAT and GST

| “There’s 10 point 1n holding back on purchases
| of these specific 1teIns. The end price of these
| goods aiter September 30 will be the same as

now,” he said

During the three months sales figures at cur-
rent prices compared with the same period last
year show that overall the black market 18 still
growing faster than the other market sectors

“Many people

growth m sales at current
35 percent, appliances,
total

«Qverall national
prices of furmture was
8.76 percent, TV and video 67,2 percent —
growth was 63 percent,” says Mr

For the 12 months to July total furmture/ap-
pliance/ audio/TV and video sales at current
prices ncreased by 18 percent which represents
3 percent positive growth 1n real terms, albeit at
reduced margins, he said

During this period, sales to blacks rose by 258

percent and to other population groups by 13,6
percent.

e sector sees upturn
(89 s 24\ N

«The traditional yearly sales pattern indicates |
that from October t0 December, there 1s a s1gnif-
jcant mcrease 1n sales

“Phs year, we beheve that when VAT replaces
GST, we could also experience an upturn Anoth-
er factor that makes us optimustic 1s that the |
sigming of the peace accord could mean a de-
crease 1n township violence and this will help

a]es,” he says

@ Sanctions were Still being experienced as a
constraint 1 some form or other by 46 percent
gross of manufacturers, the Bureau for Economic
Research at the Umversity of Stellenbosch found
m its latest manufacturing survey

The volumne of manufactured exports continued
to increase at a faster rate than imports of man-
ufactered goods and expectations were that this
trend would continue Over the next 12 months

The survey mvolved 835 manufacturers repre-

senting 21 subsectors and was completed on Au-
gust 30, 1991

The Bureau
South Africa had been in
1998 and that 1t was one of the longest post war

recessions, but not one of the most severe

The tumng of a turning pomnt, both 10 peaks
and troughs, could be of utmost importance for
some manufacturers, y those handling
long production runs with comprehensive stocks
encompassing many other ntermediate sectors

«j{ needs to be stressed, that expectations of
short-term manufacturing leading 1ndicators
such as new orders recerved, unfilled orders and
general business conditions were not realised n
the third quarter and forecasts for the fourth
gquarter indicate lower levels than last year Gen-
eral busmess condifions over the next 12 months,
however, are expected to hottorn out rapidly,”
the Bureau said

f



Furniture, appliances

still, taking

SALES of furniture, appliances, TV
and audio equipment for the period
May to June continned to be ham-
mered by the recession and reduced
consumer spending

Total sales of furmture, appli-
ances, TV and audio equipment grew
by only 6,3% at current prices dur-
Ing this period

Furmture sales grew by 3,5%, ap-
phances by 8,7% and VCRs by 6,3%

The latest figures issued by the
Furniture Traders’ Association
(FTA) show there has been no real
growth 1n sales in the industry since
April, when sales showed a nominal
7,{% rise compared to the 15,1%
Increase in the previous month

FTA executive director Frans
Jordaan attributed depressed sales
to the economic elimate and to the
imminent introduction of VAT He
said many people who were plan-
hing a major purchase were opting
to wart until October

However, he said the recent mntro-
duction of a 2,5% ad valorem excise
duty on TV, radios and audio equip-
ment would negate the difference
between VAT and GST

“The price of these goods after
m-———

.3 beating
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September 30 will be the same as
now, so there is no point 1n holding
back on purchases”, he said

Sales figures were “not good”, but
might have bottomed out and could
show some mprovement i the last
five ménths of 1991, he said

Traditionally, there was usually a
significant increase n sales from
October to December and there
could ajso be an upturn this year as
VAT replaced GST, Jordaan said

Reduced

A decrease m township violence
following the signing of the peace
accord was also a positive factor, he
said

Total furniture, apphance, audio,
TV and VCR sales 1n the 12 month
peried from August 1390 to July 1991
— mchuing some buoyant months
last year — rose by 18% at current
prices,’ ;

But Jordaan said the 3% growth n
real terms was at reduced margns

During this period, sales to blacks
rose by 25,8% and to other popula-
tion graups by 13,6%

H
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120

By MAGGIE ROWLEY
Deputy Business Editor

ABOUT 120 furnifure manu-
facturers employing more
than 1350 workers were
closed or liguidated in the
first six months of this year,
says Winston Smith execu-
tive director of the Feder-
ation of Furniture Manufac-
turers

In the Western Cape alone
431 workers were retrenched
between January and June this
year and a further 1176 of the
5 574 workers employed 1n the

region have been put on short-

time

And Smth warned, further
closures and H.maumbnaﬂmam
would be 1nevitable unless the
authorities acted quickly to
stimnulate the economy

This call was echoed by
Frans Jordaan, executive di-
rector of the Furniture Trad-
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furniture

ers’ Association, who said that
figures released today for the
three months to September
showed a negative real growth
in sales of furniture, applh-
ances, TV and audio euqip-
ment

According to the associations
Retailer Liaison Committee,
furniture sales for the gquarter
were up 8,3% on the same
period a year ago, appliances
by 11,2%, audio equipment by
7,4% and television and videos
by 13,5%

Jordaan pointed out that
sales of audio equipment, ap-
pliances, television and videos
were umuanﬁmnw good 1n 1990
due to the relaxation of credit
restrictions. i

“Therefore it means that this
years figures in respect of
these commodities are being
measured off a fairly high base

“Sales of furnmiture on the
other hand have been de-
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pressed for the past 12 months
and this is causing grave con-
cern in the industry

“If we annualise the figures,
we are looking at a growth rate
roughly the same as the i1nfla-
tion rate,” he said

He said the current feeling in
the industry was that the
government had to act soon to
stimulate the economy

“Failing this some sectors of
our industry, particularly the’
manufacturing companies

could be forced to make sub-
stantial retrenchments,” he
said

Smith said furniture sales
had declined i1n real terms by
16,5% int the first s1x months of
this year as a result of the
downturn in the economy, high
interest rates and pressure on
disposable incomes.

He said furniture sales
peaked in August 1983 prior to
the introduction of the last ma-

"-h

]

eSS w_am?m___ﬁ_
ustry

jor HP restrictions

‘*At that time there were
28 950 workers employed 1n the
industry — 2809 more than the
number employed as of June 30
this year”

Figures to June 30 1991
showed a ttoal of 26 141 people
employed in the 1ndustry, of
which 3756 were working short-
time

He said that the situation 1n
the industry, at least in the
Transvaal, appeared to have
stabilised since July with no
short-time being worked

“However this 1s due only to
the fact we are now 1n the tradi-
tional seasonal peak for the 1n-
dustry Normally the industry
works overtime from August
through to end October which
is not happening this year”

Smith warned that once the
Christmas season was over the
industry would again be in dire
straits
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Govt told it must
ac‘g to save jobs 1n
furniture indusiry -
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THE furniture mdustry faces substantial retrench-
ments 1 government does not act to stimulate the

economy, rurniture Traders Association (F'le)

execufive chairman Frans Jordaan says.

Commenting on lacklustre sales figures for the thard-

quartér, he said the mdustry telt that 1f nothing was d

to stimulate the economy soon, ' some gectors of our
mdustry, particularly the manufacturing companies,

could be forced to make substantial retrenchments

Major manufacturer Afcol today reported a A7% de-
cline 1 earnings for the six months to end-September
These results, as well as other fIgUres which show 3
17% decline m the manufacturing industry m the SiX
months to end-June, mndicated the furmfure manufactur- -
mng industry was experiencing a huge slump, from which.

the smaller operations might not recover
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Retailer Laaison Commitee gures showed furmture
sales grew 8,3% at current prices mn the July-to-Septem-.
ber quarter Appliance gsales grew 11,2%, aqudio equip-
ment sales 7,4% and television and video sales 135% At

current prices, these figures refiected no real growth 1o,

ihe ndustry for the gquarter f

1

Jordaan said these figures had been measured off a’

base of particularly good sales at this tume last year due

to the relaxation of credit restrictions

videos were measured off 2 fairly ligh base, but “s

syt

ales Of w

furmipure, on the other hand, have been depressed for the '
past 12 months and this causes grave concern”, Jordaan

%

said a

Y
Annualised sales figures showed a growth rate roughly

the same as the nflation raie, Jordaan said This

way below average sales figures for 1090, which varied*

hetween 20% and 30%
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Record year

MARCIA KLEIN

GRANT Andrews Office
Furniture (GAOF) has
secured orders worth about
R24m 1n the past six
months.

* Chairman Grant An-
drews said 1990 was a re-
cord-breaking year, with
turnover mn the second half
well above the expected
target.

However, profits for
financial 1991 were not ex-
pected to be higher than 1n
1990, when holding com-
pany Grant Andrews
(Gahold) reported a 51% de-
cline In earnings (on an
annualised basis) in the 14
months to end-August.

Attributable mncome was
49% down at R2,29m, de-
spite a 28% Increase In
turnover to R71,1m,

MD Mike Edwards sad
Gahold’s pohiey 1n the past
18 months had been to lay a
firm base and ensure the
cumpanﬁpsurm??l 10 gte
1990s. ~

With the i‘Znn I]H!V 1111 a
downward spiral, it was es-
sential to secure the
group’s position in the
market

A large ivestment had
been made 1n research and
development
" GAOF had focused on
rentals, “which have soared
at an alarming rate”, and
embarked on an export
drive, securing orders for
more than R2m n the past
few months, Edwards said

Major contracts had
been secured 1n the past six
months from corporate-
chents, such as Sylfrets,
Glaxo, Bankfin, M-Net,
Lindsay Saker, UBS, Avis,
Rio Tinto and Allied Bank.




R2,4m, whereas net borrowings increased by
a lesser R542 000 to R4,8m

The annual report hists several factors of a
non-recurring nature whrch dented margins
These include costs incurred and the disrup-
tion to trading arising from the relocation of
Partqutp’s Johannesburg and Durban ware-
houses Also, it was decided to take out
Credit Guarantee cover on the exposure to
Spareco — which turned out to be an excel-
lent 1nvestment.

But there are also indications that over-
heads might generally have been getting out
of hand, owing to the policy of divisionalising
actrvities according to the various niche mar-
kets in which the group concentrates. This
led to a multiplicity of distribution centres
around the country That 1t contributed to an
uneconomic cost structure 1s suggested by
the fact that five of these centres have since
been closed — two serving the Autoguip
division (accessortes, tyres, and so on) and
three mn the case of Techmquip (bearings).

Given that the above factors are either
non-recurring, or that corrective action has
been taken, margins may recover this year
However, some uncertainty about this arises
from last year’s 11,8% trading margin,
which was not out of line with the group’s
historical performance

From 1984 to 1988 the pre-interest mar-
gin on sales averaged 11,5%, and a notewor-
thy feature was the consistency of this ratio
— the high for these five years was 12,1% n
1985 and the low 10,7% 1n 1987 It could be
argued the 14,6% for 1989 (when EPS
jumped 49%) was out of hne, and that 1990
merely saw a return to the long-term aver-
age

Supporting this view 1s management’s
stated objective of achieving a net return on
equity of at least 20% (calculated on average
shareholders’ funds and a full tax rate)
Despite last year's lower trading margin,
ROE would stil] have exceeded 25%, hardly
suggesting the group was under-performing
against 1ts own objectives 1989's ROE was
well ahead of target at 35%

If the assumption that 1989 was an excep-
tional year is correct, the return to normality
reflected 1n the latest results may well be a
sounder base from which to project future
performance.

If so, the market has probably over-re-
acted 1n driving the share price down to the
current 45¢ — giving a p e of only 3,4 times
and a lmgh 11,1% dividend yield Even ac-
cepting that trading conditions this year will
remain difficuit, 1t could be argued that
Autoquip was more accurately valued at the
1989 ligh of 70c¢ than is the case now

Brian Thompson

FM W1\ q)

This troubled Namibian industrial holdings
group — with nterests in furniture, vehicles,
carpets and property — is facing a new

COMPANIES

Activities: Furniture, motor and property mter-
ests it Namibia and SA @
Control: Directors 40%

Choirman: P J Tromp, MD NC Tromp
Capital structure: 7, 12m ords Market capital-
isation R2,1m

Share market: Price 34c  12-month high,
45¢, low, 20c Trading volume last quarter,

78 000 shares
Year to June 30 ‘87 ‘B8 ‘89 00

ST debt {(Rm} 3,6 5.5 6,1 7,3
LT debt (Rm} 2,1 2,3 2,2 1.8
Debt equity ratio 096 085 098 1,13

Sharcholders nterest 0,30 0.41 0,37 0,39
Int & leasng cover 2,36 239 069 0,77
Return on cap (%) 98 112 426 6,27
Turnover (% change) 97,1 50,2 12.1 0,22

Pre-int profit {Rm) .7 25 09 1.3
Earnings {c) 204 176 (6,8 14.9)
Dividends {c) 4 4 2 nil

Net worth (c} 131 124 117 113

dilemma With the Untag and SADF pres-
ence out of the Namibian economy and little
foreign investment forthcoming, 1t could be
difficult to maintain operating Income, let
alone produce growth

Last year’s 35% advance in operating 1n-
come (with some aid from Untag spending)
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was wiped out by a R1,7m interest bill This
did not come as a surprise because Nictus
has battled with low profitability and high
gearing for some years Three additional
directors were appointed to increase man-
agement control In line with this, directors’
pay increased by 26,4%

Furniture losses

Furmture, which contributes 48,5% of
turnover, 1s the only division with branches
10 SA and 1t was these which incurred the big
losses

MD Nico Tromp 15 confident rational-
isation of the division (seven SA shops were
consohidated nto four) has stopped the dramn
and says the division 1s now profitable In-
ventory levels are much lower, as are finance
charges He notes that this year, the Nami-
bian furmture trade 1s suffering

Things don’t look too bright on the vehicle
side either With government well stocked
with UN vehicles, 1t 1s unlikely that any real
government demand will develop within six
to eight years The motor division contrib-
utes 42% of turnover

The share 1s unlikely to appreciate unt]
basic problems are resolved — such as the
return of only 6,3% on capital Gerkard Staper
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Réstructuring keeping

Romano on upward

MARCIA KLEIN |8 g

ROMANO Furniture continued its upw end in
the six months to end-December following its restruc-
taring during 1990. & tD“’] ifqm ?

The farmiture manufacturer posted a profit for the
first time since December 1988, and management
gaid yesterday it was confident the new structure
whick' came out of the reorgamsation “would ensure
lf;am’tamed profitability thronghout the year to June

917,

A net profit of R18 000 posted for the six months to
end-December compared with an attributable loss of
R225 000 for the same period in 1989, and earnings a
share increased to 0,13c from a loss of 1,7c.

Despite a marginal decrease in turnover to RS5,76m
(R5,81m), net operating profit increased almost five
times to R240 000 (R49 000).

Directors say the attributable profit for the six
months reflects the success of the restructuring.

The restructuring included a concentration on Ro-
mano’s core business, shutting down or. closing mar-
ginal operations, the relocation of certain divisions,
cutting down on stock and generating cashflow —
finance costs came down from R271 000 to R222 600 in
the six months to December.

The turnaround was achieved despite an uncertait
political and economic environment, which caused
highly volatile market conditions and lowered de-
mand for furniture, the directors said.

o
U -



By DIRK TIEMANN

SOME suppliers who lost out on
First National’s Bank City
contracts worth R14-million are
shouting unfair, but the bank

says 1f’s sour grapes.

Office furmture and partitioning
makers complamn that the Johan-
nesburg Bank City project team
dealt only with a few supphers, and

 should have called for tenders
" Some believe their product was Ie
jected 1n favour of an wnported one
They are loath to be guoted, for fear of
bemg overlooked in later phases of the
project
Chairman of Mathieson & Ashley, the
holding company of Dashing and Anglo
Dutch, Winky Bingo, demes any uUregu-
larities 1 the contracts
But he has been worrled for some
time about kick-backs, especially where
architects and designers are paid by
clhients to recommend office furnismng
supphers while receiving COMMISSICNS
from those they back

Tllegal

said 1 a letter to all

il

companies in our group that they may
not pay COMIMNISSIONS to designers and
in the event that this rule were not
adhered to I would persopally act on the
side of the law without mercy™

He 1s sending another letter to the
mdustry, saymg that commissions are
contimung and that the matter will
“have to be referred to the Attorney-
General

Dashing was awarded the Bank City
‘office furmture and chair contracts for
2000 workstations — for R11,5-million

+

WINKY RINGO A farr deal, but worned
about kick-backs elsewhere

A chair manufacturer says he wrote
to members of the Bank City furnmture
project team 18 months ago, mviting it
to view his product and s manufactur-
ng capahility

‘It was as if we never sent any
letters 1 found out later that the chair
contract for Phase 1 of the project was
awarded to a single suppler without
any tenders being aske for

“phis 15 the single biggest furmture
contract this year and we were disap-
pownted that no tenders were called”

Bank City project chief John Collett
says the tender system 1S not favoured

“We did not want manufacturers tell-
ing us what they thought we needed We
approached companies we believed had
the capacity to manufacture the prod-
uet and which could deliver the goods
according to our specifications

“We dealt with all the major coi-
panies, but did not want our specifica-
tions and design 1deas interpreted
another way”

Mr Collett says the chair chosen was

originaily from Anglo Dutch, “but 1t
was decided not to manufacture the
model We then opted for the Wiikhahn
chair, made 1n S84, from Dashing”

Dashimg marketing director Don
Bethell says most of the firm’s products
are made under lLicence from mainly
German manufacturers

Mr Bethell says Dashing won the
order agamst Anglo Dutch, Grant
Andrews, Masterplanners and Skandia
Dashing tooled up before the Bank City
project, Investing R4-muliion 1n machin-
ery and dies

Masterplanners has the order for the
nternal walling at 1ts offer price of
f35-million The value of this contract
has since ncreased

Chief executive
says “First NaJonal may
change up to 150 workstations over a
weekend Our product, Interstat, meets
these specifications and 15 made 1n SA
under hicence The alumimum 13 from
Huletts, the boards from Gypsum In-
dustries and the fabric from Super-
weave

Homework

“Companies were pre-selected for
thus job, but 1t was not a restricted
tender My company went throu gh the
pre-qualification procedure and we
were unsuccessful with some coniracts

“Complaints that FNB was unfair 1n
its contract offers are sour grapes
Companies either did not do thear home-
work, or they did not meet the standard
requred”

rant Andrews, which unsuccessfully
competed for the furmture contracts,
says “The contracts we Wele imvolved
1n were professionally handled and I am
not aware of any products being im-
ported

«Most of our products are made here
under licence In the selling price there
might be a 3% royalty and 10% worth of
imported components, depending on the
product range”




1991

holds

FURNITURE retailers
should rely on good man-
agement and not on
sales for growth in 1991,
analysts say.

Growth in 1991 will “be
dependent on managing
credit and running a tight
ship”, says one analyst

Whale there will be a
slowdown in sales, furni-
ture retailers will grow, al-
though not to the same ex-
tent as last year, say
analysts

During 1990, furniture re-
tailers experienced buoy-
ant growth, with major
groups Ellerine, Morkels,
Rusfurn and JD Group
posting increases in earn-
ngs of 50%, 46%, 54,5% and
32,8% respectively.

However, says one ana-
lyst, “disposable income is
not increasing, the pent-up
demand 1s satisfied by now,
and unemployment 1s get-
ting worse”

Analysts say the reces-

BlPay s12{ 9|
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sion has been around for
some time, and people “just
don’t have the money any
more, and banks are not
going to extend credit as
before”,

Analysts feel Rusfurn
will probably make its
growth target of 20%, while
Elerine and J D Group will
also also show good growth,
but probably not at the
same high level as last
year

Major furniture retailers
agree, saying they will
show growth, but will have
more problems in 1991 than
in the previous year

Ellerine chairman and
MD Eric Ellermne says 1980
was “an outstanding year
for the furniture retail
trade”, and that it will be
difficult to maintain the
same rate of increase in
growth.

He says the industry

probably needs some
consolidation

Rusfurn CE Geoff Austin
says his group is confident
it will show growth, al-
though he caiinot make any
promises

J D Group financial di-
rector Colin Stein says
much depends on SA’s poli-
tical conditions, but ex-
pects growth through to De-
cember 1991

However, trading will be
difficult, and economic and
employment factors will be
_EwE.EB influences.
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Dispute deepens over
duty on fabric impo

BEVERLY HUCKLESBY

apw.mgngm feud between the textile and
clothing industries has intensified after a recent

meeting with Deputy Trade and Industry _E_Emﬂn..
Theo Alant. g jpa-1 ST2{1]

Central to the issue is the lifting of import controls
by government in August 1989. The Textile Feder-
ation {TF) said Iast week local textile sale volumes
had dropped by 30% and attributed this to the remov-
al of the 20% duty charge on fabric imports.

However, according to the National Clothing Fed-
eration (NCF), latest figures indicated a 6% drop in
the volume of fabric imports It said further protec-
tion to yarn suppliers would perpetuate supply
problems in SA and undermine international com-
petitiveness.

The scheme had resulted in clothing exports reach-
ing an annual figure of R200m — 5% of the total
industry output,

The NCF said the annual growth rate was continu-
ing at 30%.
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tempts to enter export markets and new
plans to import plant, hold a nights issuc
acquire a foreign sharcholder (h]gq,
At least these latest plans seem to be more
soundly based, for the recent interim report
says the mmported plant 1s being commis-
sioned, though 1t 1s not expected to contrib-
ute to profit until the 1992 financial year
Both 1n the past year and subsequently,
economic conditions have not been kind,
especially to a company closely tied to luxury
and semi-luxury markets But while the six
- months to end-August 1990 produced inter-
im earmings of only 0,79¢ a share, from
SHO-CRAFT FiM 31"—"’ ’ 1 turnover of R2,881¥1, agamnst 2,05c from
R3,03m 12 months before, this was usefully

EXPORT I'IOPES Q@ better than the mere 0,27¢ (from R2,95m)

implicit for the second half of the previous
Activities: Designs, makes and supphes shop- | year

fittings, extubition stands, marketing products, | ~ The balance sheet remains fairly healthy
jewellery cisplays and packaging, and 1s SA | Net interest payable was a mere R30 000
1censes for the Swiss-developed SYMA con- | Interest-bearing borrowings are neghgible

struction system (there’s also R316 000 interest-free from the
Control: Directors 84,7% controlling shareholders) and the current as-
Chulrman: H H Schwarz, MD F V Haymann set ratio, 4,4 1 at February 28 last, was still
Cupital structure: 13mords Market capitalisa- 3,51 at end-August But stocks rose from
tion R4,4m R1,2m to R1,7m last year, much faster than
Share market: Price 45c Yields 2,2% on turnover, and must be watched

dividend, 5.,1% on earnings, p e rato, 19,6, The share price has been perky lately,
wover. 2.3 12-month high, 50c, low, 29¢ | though given the tight marketability 1t has
Trading volume last quarter, 13 000 share: not taken much to move 1t It 1s now quoted
Year to Feb 28 ‘87 ‘88 ‘89 ¥ | .t double tangible net worth, and with par
ST debt (Am) o2 02 01 02} L.pea nominal ic it should be possible to
LT debt (Rl — %% 2% | holdangh th | dilution of
Debt equity ratio 03 0,1 _ 0,1 old a rights 1ssue with minimal dilution 0
Shareholders interest 0,62 082 0,83 0,69 either net worth or earnings

Int & leasing cover nfa 17.9 nfa 13,2 _ )
Return on cap %) nfa 14,7 17.6 9,9 [

Turnover {Rm) 36 37 53 6.0 Cents Sho-Craft ;
Pre-nt profit (Rm} nfa 05 06 0.4 65 T1 T T3

Pre-int margin (%) nfa 124 119 6,6 50

Earnings (cl 33 31 4.2 2,3 6

Dividends {c) — 1,6 2 1

Net worth {c) 17 20 21 22 50

Harry Schwarz’s 1990 chairman’s review in 45

some ways reads like a re-run of his 1989 40

version Then, he referred to a plan‘to relo- 35

cate plant from abroad and hold a rights 30

issue, some of winch would be passed over to ' I i

a foreign investor, to meet some of the costs, | an] Mar' May Ju @ Sep Nov Jan

his time, to the “failure” of previous at- 1990 Source J & Anderson 1291

1 .

COMPANIES

Unlike many mid-Eighties new listings, | finances and cloud-cuckoo-land projections
Sho-craft appears to have been hurt by tough | It could therefore be able to respond gquickly
trading conditions rather than over-strained | to economic recovery, while export prospects

could be a useful sweetener However, much

of this optimism may already be 1n the share
price

Michgel Coulson
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terim stage margmns were up to 12,95%

L‘ment buy-out from Tradegro 1n 1989,

5w Astin said 1t was unlikely that earnings
-g¥ould be made up m the second half,
,# Problems arose from the Furngro acqu-
-"8ition and R8m had to be wnitten off, Also,
' &rhefty interest bili, rmunority and prefer-
~.8nce dividends and a decision to deliber-
» ately slow,down the business saw earnings
~,fEmain static at 37,2c (37,1¢) a share after
staking mto account extra shares 1n 1ssue

" The mterim dividend of 5,0c a share was
f;maintamei .
“n. Rusfurn fell behind the Industry turn-
tgber growth of 25% to 26% for the six
~wionth period by posting a 22% mncrease to
@49,0111 (R696,5m)

a .« The group “was not taking any chances”,
#4nhd credit terms were selectively reduced
#and mmmum deposits increased to ensure
*j‘,‘%hat only top quality debtors are added to
E@e book” g

n oProfit before interest and tax increased
=0y 31% to R110m (R83,9m), which was
~ Well ahead of turnover growth”, and Aus-

4 said the good news was that operating
‘margmms continued to improve, At the in- proaching the it of his debt capacity”

compared with 12,3% at the June year-end,
and 12,1% at the same time last year.

However, a hefty 138% mcrease m the
interest bill to R31,7m (R13,3m) and no tax
paid saw profit after tax up by 11% to
R78,1m (R70,6m)

Austin said 1ncreased financing costs
were substantial but “m bne with budget,
and reflect funding needs of the debtors
book, which had a gross value of over
R1,1bn at end-December”

The group was borrowmg short-term
from the banking sector to on-lend to cus-
tomers for up to 24 months

Extensive discussions and Investigations
were taking place to restructure the
group’s caprital base, and the group was
looking at a number of alternatives, the
results of which would hopefully be final-
1sed by year-end.

Austm said a marked dechne 1n 1nstai-
ment collections — especially in the myd-
die mecome sectors — indicated that “the
middle income credit customer 1s ap-




'Rusfurn puts

With first-half earmngs and divi-
dends unchanged, 1t looks as
though Rusfurn will not produce
the sort of full-year earnings and
dividend figures needed to trigger
the executive share incentive
scheme

If it does really well in finan-
cial 92 — to end-June — the
directors will be able to catch up
and trigger sutricient conversion
to take thewr imtial stake of 10
percent to 21,7 percent.

Through a company called
Furnhold, nmne of Rusfurn’s top
executives hold 41,5 mullion “A”
ordinary shares,

To trigger one-for-one conver-
sion of these shares, the annual
dividend must be hfted by five
percentage points above mflation
and dividend cover must be held
at 3,5 times. For the year to June
30, the fitst 13,8 mulhon of the “A”

were converted.

If Rusfurn doesn’t do really
well in finaneial "92, the conver-
sion scheme falls away

Given the possihility of changes
to Section 24 of the Income Tax
Act, which would necessitate tay
payments, and the uncertamn eco-
nomic/polhitical/social outlook
with 1ts unfavourable Implca-
tions for the debtors’ hook, 1t
seems unhkely that '92 will be 3
really good year

22’ g,l"“_
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Chief executive Geoff Austin
says that it was 1n the nter-
ests of the long-term profitability
that action was taken to slow
growth — and that the conversion
scheme should only be regarded
as 1cing on the cake,

For the six months to end-De-
cember, Rusfurn reported a 22
percent rise in turnover to

R848,9 milhon (R696,4 mullion)

Trading profit was up 31 per-
cent t0 R109,8 milhon (R83,9 mil-
lion), reflectng an i1mprovement
In margins from 12,05 percent to
12,95 percent.

This improvement was
aclieved despite having to make
an R8mullion bad-debt provision
at Furngro to bring its provisions
mto Line with those of Rusfurn

(The Furngro acquisttion has
turned out to be a major head-
ache for Rusfurn because the
quality of the debtors’ book was
way below that suggested by pub-
lished figures)

Any relaxation of bad-debt

brake on

growth

provision would release funds
into operating profit, which would
improve margins Mr Austin is
emphatic that there has been no
change o the treatment of debt-
OrsS

Interest payments were up
sharply to R31,7 milhon from
R13,3 mallion.

This year’s itermm figure 1s not
far off last year’s full-year pay-
ment of R39,2 muthon. Higher -
terest rates and a 32 percent rise
In the debtors’ book to R928.8 mil-
lion account for the much higher
mnterest bill,

The group makes no allow-
ance for tax. After a 47 percent
Increase 1 minorities and prefer-
€nce dividends, attrbutable earn-
ings rose five percent to
R64,7 mallion (RA1,5 mullion)

The rise 1n shares in 1ssue
meant earnings per share were
unchanged at 37,2c An unchanged
mnterim of 5,5¢ has been paid.

As with all retail groups that
sell on HP, the key to long-term
profitability 1s the quality of the
debtors’ book.

Mr Austin says Rusfurn’s sales
performance 1n the review period
reflect the “conservative mea-
sures mtroduced by management
to maintain and, where neces-
sary, improve the quality of the
debtors’ book.”
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ENRY VORSTER No_rights
1SSué

UNIDEV’s immage crum-
bled a Little more this
week after 1fs mamstay 1o-
vestment 1n Rusfurn took
a smack.

The Cape-based holding
company of several embat-
tled subsidiaries took a beat-
ing in the previous week when

~71% held Cortech went mto

liquudation.

Rusfurn’s shares dropped
on two counts on Friday —
mterim resnlts showed bo
growth 1n earnings or divi-
dends, and the prospect of
changes mn the methed of pro-

vicing for deferred tax. "

Rusfurn makes no such
provision, and will be worst
hit among furmture retailers.
The shares shed 26¢ on Friday

to 140c — the price pawd by
Unidev in November 1982
Umdev 1ssued R44.4-mil-
lion of redeemable prefer-
ence shares to buy a stake 1n
Rusfurn. No gnarantees or sé-
eurity were furrushed for the
payment of preference divi-
dends (at 72% of prime) or for
« the shares’ redemption.

On-balance sheet debt at
Deceraber 1989 was R128-mul-
lron, meluding the prefs 1ssued
for Rusfurn.

Chairman Heury Vorster
said on Friday there would be
no rights issue, but the group
faced a major reconstruciion
and new blood would be
brought 1n to manage Umdev

But an hour later, manag-
g director Ronme Stein told
me a rights offer had not been
ruled out. »o -

Cortech’s hqudation hardly
constitutes a trading less for
the whole group because 1t
contributed next to nothing
last year “

Management has already
changed. Umdev founder
Geoff Grylls was replaced
last year as charman by le-
gal fund1 Henry Vorster. For-
mer ICL man John Miler
took over from him as chair-
man at Cortech. % =

Promise; "~

Rusfurn and Cortech are
the latest of Unrdev’s prob-
lems Previous casualiies are
numerous — Milly’s, Prestige,
Debonair are but a few |

Umdev warned sharehold-
ers 11 January that a restruc-
{ure was under way, promis-
ing details within a couple of
weeks But shareholders are
still n the dark. .

Mr Stein said restructure
details should be out this
' week along wath results. Cor-
 tech would probably have
I sent the group mio a loss
 Umdev has not published

By JULIE WALKER

any financial results since the

1989 rgport.

Mr Vorster’s statement 1n
the 1989 repori said “pros-
pects for sustawed future
growth are good and our re-
sutts for 1980 should be well
above the rate of nflation,
providing shareholders with a
real return on thewr invest-
ment.”

In an interview published
last April, Mr Stemn “was con-
fident that Umdev will make
its own forecast earmngs &
share to at least 66¢ this year”
— 20% growth

Largest

Shareholders must be
weeping The current share
price of 37c1s only two-thirds
of historic earnings a share,
and the dividend yeld 37,8%.
These ratngs reflect the
market’s worries that the
gronp has cash-flow prob-

lems
AIn 1990 Umdev let go of

f&ev&r&l investments to raise

¢

. cash Its 28% stake 1n Mer-
~ eantile Bank was sold, as was

its 70% holding in Umdev
Registrars This leaves only
two investments 1n financial
services, by far the largest
contributor to the bottom
line 1n 1989 Equity earmngs
were R121-mllion out of
R25,6-milion ‘<

The electronics division
has gone under Properiy 18
represented through 40%
held Equkor, which chipped
1n only R1,7-mullion 1 equity
accounted earmngs n 1983
Some property has reported-
ly been sold

Industrial holdings com-
prise the stake 1n Rusfurn,
81% of troubled Prestige,
53% of Medicor, 33% of Hy-
perette (formerly Milly’s),
and mupor nvestments 1n
Debonair after the 26% share
was sold

—
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There are two fypes of balance
sheets 1n the furmiure mndustry
— at the one exireme there’s
something like Ellerme’s and at
the, other there’s something like
Rusfurn’s

Ellermne’s (for end-August '90)
has shareholders’ funds of
R185,5 million and R60,1 mlhon
in deferred tax. It has debtors
of R257.9 rmilion but no Jong or
short-term debt and a ml gear-
mg position

Rusfurn’s balance sheet (for
end-June '90) has shareholders’
funds of R248 milhon, outside
shareholders’ interests (prefer-
ance shares) of R162 mihon It.
has debtors of R772,9 million,
long-term habilities of R237,6 mul-
lion and gearing of 150 percent

On the basis of comparative
price/earnings ratings and divi-
dend yields 1t 15 pretty safe fo
conclude that mvestors prefer k-
lerine’s balance sheet It 15 on
an hstoric p/e of 7,8 times and
3 dividend yield of 4,3 percent
compared with Rusfurn’s 2,9
times and 11,4 percent respec-
tively

Changes m the treatment of
section 24 allowances will see the
aituation deteriorate much more
io Rusfurn’s disadvantage than
wllermes Ellerines provides fully
for deferred tax in its mncome
statement and its balance sheet
shows an accumulated deferred
tax of R60,1 miilion.

Rusfurn makes no provisien 1l
its income statement for fax and
has no deferred tax reserves in its
balance sheet.

At this stage the nature of the
proposed changes to section 24
as they will relate to the furn-
ture mndustry 1 unclear The Re-
caiver of Revenue has mdicated
that the banks will be brought
more firmly mto the tax net and
the allowances enjoyed by them
will be phased out over four years
beginmng 1n the comng tax year

But according to sources in the
mdustry, furmture compames will
enjoy a years moratormm in re-
spect of the proposed changes
This will provide the industry
with time to persuade the Recelv-
er of the need for lement treal-
ment.

Amajor reason for some sort of
preferential treatment could be
deemed to be social with furni-
ture companies stressing the agh
percentage of sales to black con-
sumers 1t would no doubt he
noted by the industry that there 18
not much point I encouraging
blacks to become house owners 1f
furmiture 1s prohibitively expeil-
sive

Any tax rehef provided to fur-
mture companies could thus be
seen as a subsidy to the con-
sumer. There 1s little doubt that,
io the extent that companies are

L/

e

deprived of existing relief, con
sumers will be faced with higher
charges

Whatever may be won through
special pleadings 1t SCEIS o be
generally accepted 1n the mndus-
try that within 3-4 years furmture
companes will be faced with tax
rates of 20-30 percent.

Even companies that have
made provision for tax will be
hit by the cash flow implications
of having actually to pay the {ax
each year These taX payments
will have to be matched by 1n-
creased borrowmgs This will be
ihe extent of the impact on earmn-
Ings.

For compames that have not
made provision for tax there will
e the cash flow mmpact as well
as the 20-30 percent tax knock

But a much greater source of
concern 1n the mdustry 18 the
possibility that changes will be
implemented retros pectively and
not just from business written on
to the books from the beginning
of the next tax year At present
total allowances enjoyed by the
top 10 furmture companies are
estimated to be at least
R1,5 ilhon

A retrospective change would
mean combined cash tax pay-
ments of R750 million by the 10
companies over the next four
years. It would represent a stag-
gering burden on any of the com-
panies.

Getting back to the compara-
tive unattractiveness of the Rus-
furn balance sheet, mnvestor sentl-
ment would no doubt be consider-
ably enhanced 1 the baiance
sheet was strengthened This
could be done either by increas-
ing the equty element or reduc-
g the debt element

Last week, management mdi-
cated that discussions were ull-
der way “to restruciure the fund-
mg base” This could mean estab-
lishing a relationship with a bank
sular to that between FNB and
Prefcor and could allow Rusiurn
to spin off part of 1ts debtors’
book to a bank ‘

Alternatively (or 1n addltll;n)*

one of the bank’s could build up
an equity stake (throu gh convert-
ible debentures) t

The most likely candidate for |

such a link 15 Bankerp

Not only is Bankorp 0One of
Rusfurn’s main banks 1t also has
an equity €xposurc to the furmi-
ture company via Senbank’s eX-
posure {0 Unidev — winch has a
23 percent stake In Rusfurn

—— —r — —
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Launch soon of office

furniture supermarket
J48)  marcia KLEIN

OFFICE furniture and equipnient super-
markets are coming to SA with the launch
of a new office furmture company by
Mathieson: & Ashley (Math Ash) called
Officemnart

The new company’s 9000m*® flagship
store will open next week in Johannesburg,
a second will open towards mid-year and
several others in the pipeline would “take
the company national” over the next 14
months, Math Ash chairman Winky ngu
sald yesterday

Officemart will be headed by fnrmer
Imperial Cold Storage executive Anton
Fick E,J o) w?z q)

The concept’s emphasis 1s on large
stores with office furmture and a broad
range of stationery and office equipment

The flagship store will have showrooms
and supermarket-type racking, parking
and an mmmediate delivery service

Ringo said he hoped Officemart would
make E30m 1n the first yvear, which would
contribute about 20% to Math Ash’s turn-
over This would “give the group entry into
the R400m a year retail catalpgue sales
segment of the office furniture market”

A marketing thrust through catalogues
will be launched 1n the next few, days

Math Ash 1s also embarking on a school
furmture programme 1n 1991, involving an
mitial outlay of about R1,5m.

Ringo said “while 1991 promises to be a
difficult trading year, 1t 1s a great building
opportunity”
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| UNIDEV £ W11 (%%

REFUNDING PLAN (z2

¢y — now counting the cost
s Cortech electronics
from Rusfurn —

Embattled Unid
of the hiqmdation of 1t
subsidiary and flat results

awaited refunding plan

underwritten by Sen

3%

number of shares to be 1ssued had still to be
decided The group’s last rights issue, in

September 1989, raised R20m and increased
Unidev’s 1ssued shares from 17,4m to 30,7m
Umdev’s share now trades at 33c, on a his-

torical dividend yield of 42,4%, while Uni-
con’s price 1s 170c, yielding 4,7%

Proceeds of the rights 1ssue will be used to
help trim Unidev’s substantial debt Addi-
tional funds for this purpose will be raised by
disposing of what the group describes as non-
core assets These assets, mamly properties,
are expected to bring 1n a further R30m As
no financial accounts have been published
since the 1989 annual report, the group’s
present gearing level 1s difficult to gauge
However, the recapitalisation of Umdev
should ensure that cash flow 1s positive

In addition to these measures, a major
clean-out of the Umdev board 1s expected,
with all but charrman Henry Vorster and
MD Ronme Stein likely to,be replaced

. Stmon Caoshmore

1s expected to announce thus week 1ts long-

As expected, Unidev and 1ts Unicon par-

o participate 1 rghts 1ssu
o fermite X bank, which will raise

about R15m When the F M went to press the

es, 10 be
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- e




i

RUSFURN £w V3lal
GEARING EFFECTS (1<%

Euphdriu among Rusfurn management on
meetihg the first year’s target in financial
1990 after a buy-out in September 1989 was
short-lived At the end-December interim,
the furniture group failed to report .any
growth 1 EPS and dividend, though margins
improved If the trend at bottom line contin-
ues in the second half, then the group’s share
conversion scheme could be in jeopardy, as
well as 1ts ability to reduce interest-bearing
debt j

These are only some of the questions now
being raised about Rusfurn If developments
over the next year remain adverse, a large
rights 1ssu¢ may be 1n prospect

The single biggest 1tem of concern seems
to be the group’s gearing, which stood at
150% at December 31 CE Geoff Austin, for
his part, says he 1s relaxed about it, especial-
ly with a cut in interest rates expected soon
The drop 1n financing costs that would follow
a two percentage pomnt reduction now, for
example, would translate into additional
annuahsed earmngs of Ri2m

Rusfurn borrows short-term from banks
and on-lends to 1ts customers for up to 24
months With almost half of the group’s
income derived from banking activities, Aus-
tin says 1t 15 not the high gearing that worries
him, but the fact that short-term funds are
being used to finance debtors over a longer
period This 1s restraining the group’s ability
to grow

He says the problem 1s bemng addressed,
but no firm decision has been taken One
way of placing debtors on a firmer long-term
basis would be to 1ssue debentures Manage-
ment 1s also looking into selling part of the
debtors book to a bank, but that could affect
the group’s profit margins negatively

Analyst Sydney Vianello of broker Ed
Hern Rudolph 1s less optimstic about Rus-
furn’s gearing He reckons it will be dafficult,
if not impossible, for the group to reduce
gearing out of trading cash flow Rusfurn
could then be i a quandary its gearmng
would restrain profitability, which 11 furn
reduces the opportunity to wind down inter-
est-bearing debt He expects gearing could

‘.,.___._.__...._-u-'
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HIGHER MARGIN

ﬁ
Dec 31 Jun 30 Dec 31
Six months to 29 o 'gg
1 8
Turncver (Rm) 696 LA
Operating profit {Rm) 83,9 70,9 1098

Attrib profit (Rm) 61,5 f.:;g 2232
Earnings (¢} 37.1 , :

Dividend ¢ 55 10,6 5D

be as high as 180% at the June year-end,
given the furniture trade’s tendency 1o re-
duce creditors between January and June,
while the book would continue 10 grow 1n line
urnover
leI}‘la:fr. 1s apother concern Rusfurn’s bottom
hne has been enhanced by beneﬁts from
debtors allowances 1n 1€rmS of Section 24 of |
the Income Tax Act Discussions between |

the tndustry and the Commissioner of Inland
Revenue over amendments 10 Section 24
were resumed recently The aims apparent-
ly to remove ambigmity and uncertainties
that have led to abuses by some companies
Austin says the commisioner gave the fur-
miure industry a one-year moratornuin while
matters are sorted out A worry, however, 1S
that changes to Section 24 could lead to
retrospective tax for the ndustry Austin
assures me that if the changes lead to tax on
only the current portion of the debtors book
in a specific year, Rusfurn will cope very
well
He says Rusfurn’s view of deferred tax 18
that 1t 15 a provision for future tax, and
reduces earnings without contributing to the
fiscus The group will only start making
provisions when tax 15 payable within three

ycigimmammg on the first half, Austin 5ay5s

a marked declmne in instalment collections
has prompted concern about the high télrn—
over growth throughout the industry .on-
sumers are still willing to mcur debt irrespec-
yve of their abihity to meet commitments
Rusfurn has selectively reduced credit terms
extended 10 nEW customers, resulting 1n turn-
over growth 5% below that of the industry

The Furnfair acquisition in Jate 1989 also
turned out to be problematic Despite audi-
ted assurances, Furnfair’s debtors book was
in bad shape Austin says management wrote
off R8m by mncreasing bad debt provisions

The share shed 20c to 140c on pubhcation

of the mnterim resuits and could drop further
Gerhard Slabber

/
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‘Mark of quality

for SA furniture

LESLEY LAMBERT' (J¢])

CAPE TOWN — The furpiture s,
iy has introgueed 2’ qual; BYmbel
i s v s
The Fumiture Ovorty Mark. or 9
Mark s it s called, was launched by «
(et 2 et
yesterday, R (D) o7 lpi*

The Q Mark will det as 2 Stamp g_f_

dorsed progucts for three years.
yUrniture manutacturery ‘wishing
o heeome mark holders wil) haye'to
ENter into a contract and heeome reg-
Istered with !lfz federation. They wil
JEYY t0 iﬂﬂﬂﬁg% Eriply

4 1t would not e D :Sgll?!.@ -EQH

meet the %qnﬂar&ls of the !ﬁgrk'mm-
erably more effort thap

had been displayed m fhe past
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Supreme Manufacturing in profit
P proii
SUPREME Manufacturing Holdings l—/_ — j
! (SMEH), the manufacturing arm of Supreme\ MARC HASENFUSS
Industrial Holdings, met its interim fure-...,“:versely affected by the economic down-
. east and returned to prnfltablhty n 1tsn, turn, high interest rates, labour unrest and
first full year of tradmng Since undergomng~.a lacklustre performance of the bulding
restructuring in September 1989 Q and construction industry throughout
Attnibutable profit almost doubled to ~ 1990 ”
R1,96m for the year (0 end December 1990, He satd problems 1n admmstrative and

compared with R994 000 recorded for the financial controls at Victoria Lewis, Insu-
nine-month period to December 1989 lated Structures and Mewa Manufacturmng

Earnings a share were Lifted 5% to 2c~ WeEIE identified an ary corrective
(1,9¢) after the number of shares 1n 1ssuegqaction taken %rle% %R
mereased to 98 700 from 53589 No divl- Local manufact
dend was declared was playmg an mncreasmngly ymportant
At the 1nterim stage SMH, comprising of role 1n the SA economy, and it was precise-
furmture manufacturer Victoria Lewis, ly in this niche that Supreme expected to
cold room and refrigeration unit manufac- play a significant role, said Ronbeck
tyrer Insulated Structures and stainless «p ccordingly, increased emphasis 1s be-
steel fabricator Mewa Manufacturing, 108 placed on upgradng the quahty of all
were firmly in the red, posting a net loss of products manufactured by the group, and
R1,07m 1n the SIX months to June 1990 to this end substantial investments have

year of consolidation for the group, was and refurbishment ”

hoosted 65% to RE3,8m (R38,5m), while Benefits from these efforts would be felt

management styles of various operations 1nthe longer term, although the prevailing

were co-ordmnated nto one group, gaid econormic conditions meant 1t would be

SMH chairman Edward Ronbeck difficult to exceed earnings of 2,2c a share
“In addition, the Mewa results were ad-  for 1991, Ronbeck said.

’——————_'——',

of quality~products }

Turnover for the peried under review, a been made for the acquisition of new plant |



COMPANIES

Strong demand boosts Ellermes by 27%

| STRONG demand for household durables

was reflected m furmture giant Ellermne

Holdmgs’'s (Ellerme’s) 27% increase 1n
earnings to 376c (296¢) a share 1n the six

months to end-February

Ellerine’s ongoing expansion pro-
gramme, which saw 1t open 17 new stores
during the six-month period, helped 1t “in-
crease 1ts penetration of the mmddle and
upper-middle markets”, and helped booest
turnover by 30% to R311,3m (R239,4m),
chairman Erie Ellerine said yesterday

Operating profit rose by 35% to R51,6m
(R38,1m), “reflecting continuing tight asset
management and control of expenditure”

Net interest received almost halved to
K1,3m {R24m), refiecting a reduction 1
liqmdity attributable to the cost of the
expansion programme and the mcrease 1n
turnover, Ellerine said

This brought pre-tax profit up by 30% to
R52,8m (R40,5m)

Current and deferred tax increased by
30% to R25,9m (R19,2m) — Ellerine pro-

vides fully for deferred tax

This resulted 1n earmings after tax being
27% up at R26,9m (R21,3m)
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Results came off a high base, Ellerine
said, and earnings had grown by an aver-
age 26,5% a year over the last five years,
and by 55% a year over the last two years

Comparabie results for the intermm
period to February 1989 have been restat-
ed “to take account of additional tax on
deemed SA income which only came about

after the release of the pr1 I's interim
results”, he said ( —3)

As the mterirm dividend could not be
adjusted, Ellerine said the 15% increase to

125¢ (109¢) a share shuuld be seen 1 this

hight A cover mes. main-
tained C?EP
Ellerine said t confident of

its ability to mamtam its performance
over the next s1x months

The group had planned a further 10 to 12
new stores for the remamnder of the cur-
rent financial year, and Ellermne would
also continue with the programme of up-
grading existing stores and merchandise,
he said
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Supreme
b 12

rides on |
(3 1

@ N .
back of subsidiaries

SUPREME Indusirial
Holdings (Supreme} hoost-
ed attributable profit 77%
in the year to end-Decem-
her on the back of a strong
performance by 1ts two list-
ed subsidiaries, Protea
Furpishers and Supreme

Manufacturing
Supreme also announced

a R20m rights 1ssue to cap-
itahise a portion of 1ts loan

Subsidiaries Protea and
Supreme Manufacturing,
which recently reported
their results, have traded
as part of the group since
their acqusition and subse-
quent restructuring 1n Sep-
tember 1989.

Attributable profit rock-
eied to R5,8m (R3,3m) for
the year

Earmngs a share -
creased 69% to 30c (18,6¢)
after the number of shares
n"1ssue were mcreased 1o
10924 from 17 724, better-
mg the 25,4c forecast at the
mterim stage

A final dividend of 10c
(7¢) was declared, covered

l MARC HASENFUSS I

3 times According to group
policy a single dividend 18

paid at year end

Turnover soared 186% to
R216m (R76m) and im-
proved margins saw after
tax profit hft to RI3m
(R5m). The group’s iterest
il rose sharpl 0m

(R2,6m) | %€
Supreme chairman Ed-
ward Ronbeck said the re-
qults vindicated the decl-
sion to transform the group
from a small Cape Town-
based stanless steel fabri-
cator mto a diversified m-
dusirial holding company
operating throughout SA
“Given no worsenng of
current trading conditions
we expect earnings at 40c a

share for the 1991 finanecial: (..

year,” Ronbeck said Su-
preme’s shares came off
their R2 hgh yesterday to
settle at 190c

The share hit a 90c low 1n
October last year

i



By Jabulan; Sikhakhane

Supreme Manufacturmg

Holdings has turned ap
Interimm loss mto a trad-
Mg profit for the fy)
year ended-Decemper.

Earnings were up
10,5 percent to 2,1c from
1,9¢ 1n the comparable
line months, but po div)-
dend has been declared

Chairman Edwarg
Ronbeck Says trading re-
sults were affected by
economie dnwnturn, high
Interest rates, labour yp-
rest and a lacklustre per-
formance of the building
and construction sector,

Despite thig turnover
Still rose g5 percent to
R63,828 million

—

(R38,529 milhon} and dye
0 1mproved nargins |
operating imcome was up {u
74,5 percent to
R6,385 million from
R3,659 milhop.

The Eroup alse map-
aged to redyce Iung—tqp;n
hurruwmgs from
R18,3 million to
R10,5 million andg, gear-
INg was lowered ¢,
46 percent (63 percent),

Mr Ronbeck Says ad- 4
Ministrative apng finan-
cial contro) problems 1p |,
subsxd1aries, Victoria
Lewis, Insulateq Strue- J4

Corrective action has
been taken,




HATS off to Gomma
Gomma for attracting
such a substantiai share-
holder as Wesco, which
has brought with 1t both
finance and support

Wesco, owned by the
Wessels family, well known
for their business skill, also
owns shares in Toyota, Met-
air and a couple of other
things, inciuding hotels

It will now own 49% of the
enlarged Gomma, wherein
lies an interesting story

Gomma Gomma 1S a
household name, the com-
pany having been founded
more than 50 years ago by
the Steele brothers Ralph,
Louis and Sam Gomma
makes lounge suites and
beds, and La-Z-Boy recliners
under licence

When the time of succes-
sion came to the group’s
chiefs, no one was evident
The Steele famuly sold 1ts
mnterest in Gomma to Deca-
gon Investments in April
1989 Ralph Sfeele stayed on
as chairman of the company
he helped to found, retiring a
few months later

: gﬁ?ﬁfgﬁ@%

Wesco’s double
for Go

ley and Albert Rapp of Wesco
now that Wesco owns 49% of
the nnaﬁ_uw It will be
renamed Decovo

Managing director Markus
Jooste says that extraordi-
nary costs arose from the
removal of all the manufac-
turing operafions to Ga-
rankuwa Originally, only the
woodmll was to be moved,
but there were delays
bringing furniture to
Johannesburg for upholstery
The whole show 18 now In
Garankuwa

“We did not seek orders
until late last year to give
ourselves a chance to tfrain
new staff and settle in Even
so, we could only fill 70% of
our orders on fime”
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Decagon’s directoral trio
Michael Delport, Markus

(G0

He 1s confident that this
year’s turnover will grow sig-
nmficantly from last year’s
R40-rmllion and that enough
profit will be earned from
which to pay a dividend
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They have put a lot of mon-
ey mmto Gomma, Decagon’s
exposure bemng RI10,8-mil-
lron This will be converted
1nto equity 1n a rights issue to
be underwritten by Decagon

Wesco has chipped 1n R13-
miilion cash for the 1ssue of
shares which will give 1t its
49% This money will enable
Gomma to repay all interest-
bearing debt except for low-

b
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cost IDC financing and a
shareholders’ loan

This last 1tem will be
repaid with the proceeds of
an underwritten rights otfer
which effectively sees Deca-
gon exchangmg debt for equi-
ty 1 Decovo

The shares will then he
consolidated one for five

Had the Wesco 1nvestment
been 1n place durmmg 1990,
Gomma woiuld have earned
4 3c 1nstead of losing 7,2c and
the net asset value would
have been 30c 1nstead of 42c

Gomma minorities can
look forward to improved
returns — Mr Delpor{ proms-
1ses a dividend this year
There are 30000m* of fac-
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burg offices of stockbroker
Senekal Mouton and Kitshoff,

Decagon’s men became
directors of Gomma and wil
be joined by Elzabeth Brad-

epartment played a part 1n
bringing mvestor Wesco and

whose corporate finance
seeker Gomma together
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tory, wholly owned land and
buildings, no gearing and one
cheap lean
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The directors say foreign
inquiries come 1n daily and
that mmwnu_wm are picking up,
especially with the easing of
sanctions

Part of the deal announced
this week includes Decovo’s
purchase from Decagon of 1ts

UL,

L T

27% holding in Cement In-
dustries Cement 1s a private
company in Namibia 350km
north of Windhoek Other
shareholders include the Old
Mutual

The factory at Cement 1s
complete and will be com-
missioned during May It 1s
Namibia’s first cement pro-
ducer It 18 expected to con-
tribute a profit this year

At 40c, Gomma shares are
worth a punt
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JD

tmuir::ﬂm}::ﬂ:haltrman David Susman was cau
interim report | -

Py port last year, w

grze‘:f;t only that the full year’s eal;ﬁlllnhe

rowih x;r;;l:t i;{:eed mflation However l?:

¢ trme= that the *
: secon
arnings growth could be i hine wﬁﬂaslf:

first haif’s 32,7%, mdicating EPS of 135¢ for

the full year

L
ast year turned out to be an exceptional

year for the retail furniture in

as for the JD Group In

K

N T
December, EPS rose 10 143,2c The 37% nse

m turnover came mostly from instalment
sales, as the gross debtors’ book grew by 38%
to R529m during the period Financial direc-
tor Colin Stein says great carc was taken to
maintain and improve the quality of the
group’s debtor book and arrears came down
from 7.4% to 6,1%

There was Vigorous growth in the group’s
discount chains, Price 'n Pride and Joshua
Doore — which generally work on lower
margins than Bradlows and Scoré Furn-
ishers — resuiting 1m 4 reduction in the
group’s operating margtn Stemn contends
that a swing by consumers towards pur-

chases at discount stores 18 to be expected 1n

the conditions that prevailed during 1990

This year, says Stein, the group’s StOres
will be expanded across the board in a con-
trolied fashion Three stores are scheduled to
open during 1991 Stemn says that, should
spitable opportumties present themselves,
they will be considered, provided adequate
returns can be achieved Any expansion will
be funded out of trading cash flow and bor-
rowings

Geanng remained at the 54% level and dud
not fall as Susman was expecting at the
halfway stage Stein is comfortable with the

facing furmture com-
panies selling on credit 1s the effect of any
changes that may be made to deferred tax
allowances under Qection 24 The industry 18
currently negotiating with the Comussioner
of Inland Revenue on the matter In any
event, considering the growth n the group’s

e ———
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dustry, as well

&
Contipnt —7p>

debtors’ book, management 18 confident that
the group will not be adversely affected this
year.

The share price has almost doubled to
615¢ since last July It now stands on an
earmngs multiple of 4.3, a rating still well

below the average of 6,8 for the furmture
sector Gerhard Slabber
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KISING IKEND

Feb 28 Aug 31 Feb 28

90 90 91
Turnover (Rm) 907 891 869
Operating profit {(Rm} 75 76 86
Attnb profit {Rm) 34 39 38
Earnings ic) 15%1.6 170 166,7
Dividand {c} 47 63 51

M1

\% '
contributor \m 199(} with R93,6m-—ostin-

ned to perform well.

Some benefits of the shedding of the rigid
plastics division was felt 1n the first half MD
Ian Willis says more of these benefits should
come 1n the second half Also, 1n the first six
months, Kohler had the benefit of running 1ts
corrugated diviston at near full capacity,
thanks to the eight-week strike at Nampak.,

Carlton Paper Corp had outstanding re-
sults, gaimng from stable raw matenal prices
and a growing market. Additional capacity
was installed in the company’s diaper facility
and management hopes to see the effects in
the second half Carlton 1s to change 1its
financial year-end to August, 1n line with the

rest of Holdains
There was also a good resuit from First

Paper House, formerly Wiggins Teape,
which Willis ascribes to two factors excel-
lent financial discipiine stemming from the
days when it had a foreign parent, and the
advantages of operating in mche markets

The group’s biggest problem still seems to
be Graphtec. It suffered reduced profitabiii-
ty due to lower volumes, though Willis 1s
forecasting a turnaround in the second half

Poor performers which were considered to
be peripheral compantes in the division have
been sold. Based on the last full year’s fig-
ures, these disposals would have resuited 1n
the shedding of turnover of around R30m
Sale of these companies resulted 1n a 25%
staff reduction at Graphtec and working
caprtal 1s now said to be under contral Willis
expects the company will make a sigmificant
profit contribution 1n the second half

Holdains’ performance should aiso be
helped by profit contributions from Cape-
based packaging group, Sunvest, acquired
with effect from January 25 1991,

Since last July, the share price has more
than doubled to R26,25¢ It stands on an
carnings multiple of 8,2, compared with the
sector average of 9,6, and may appreciate
further  Gerhard Slabber

ABERDARE FM u{ 2 c”
MERGER WORKING

Improved production efficiencies, brought
about by the merger with Asea and Scottish
Cables in 1985, and tight management of
working capital, helped cable manufacturer
Aberdare end the Eighties with two years of
impressive earnings growth

With turnover in 1990 shding, though
slightly, management at this Powertech sub-
sidiary had to implement more stringent
financial controls to squeeze out an improve-
ment 1n attributable earnings.

Impressive cash and asset management,
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which helped to hift the operating margn
from 15,8% to 17,1%, enabled Aberdare to
advance operating profit by 7,4% in the year
to end-December, despite turnover falling by
R2,4m to R432,4m Interest mmcome of
R9,9m (R5,4m), with R713 000 from associ-
ate company Electric Cable Associates —
jointly owed with Berzack-Illman — helped
to push attributable earmings up 14,6% to
R43,7m.,

A small increase i the issued shares
meant that EPS, and the dividend, grew by
14,5% to 300c¢ and 150c respectively

Executive chairman Peter Watt attributes
the fall in sales to recession, a shde mt the
copper price, political disturbances and cap-
ital expenditure cuts by major customers
such as municipalities, mines and Eskom.

Trading 1n the second six months of 1990
proved considerably more difficult than 1n
the first half Operating profit for this period
grew only 2,3%, with a 1,4% climb 1n turn-
over With conditions unlikely to change for
much of the current year, shareholders must
be wondering whether Aberdare can con-
tinue to 1IMprove carnings.

Watt reckons further cost reductions are
possible The balance sheet 18 lean and un-
geared — return on total assets was 27,5%
(27,8%) — and the group can expect sub-
stantial interest income from its cash re-
serves of R70m at year end. However, Watt
says Aberdare’s performance this year 1s
likely to hinge on exports. *“The local market
will not support earmings growth,” he says

Aberdare, with Voltex, Usko and Siemens
Africa, 15 part of an export consortium
formed two years ago to market SA cables

| abroad Though income from these exports 1s

not thought to have made much impact on
Aberdare’s bottom line — Watt dechines to
quantify export income — offshore sales are
satd to be promusing and have helped absorb
slack 1n production capacity

Substantial improvement 1n foreign sales
will be needed if Aberdare 1s to avoid a drop
in earmings And Aberdare’s performance
will have a strong influence on the results of
1ts major shareholder, Powertech. Last year
1t contributed nearly 70% of Powertech’s

earnings
The market rates Aberdare ahead of rivals

African Cables and Voltex, and the electro-

nics sector in general At a 12-month high of |

2 250c, the share 1s on a p.e of 7,5 and a
dividend yield of 6,7%. It looks fully priced,
given the uncertainties about this year’s

earnings growth Simon Cashmore

FLLERINE F# 22 3\9)
STILL RUNNING

Eric Ellerine’s furniture group has finally
grabbed the market’s attentton The share,
after standing on an earnings multiple of no
more than five for some time, started gather-
1ng momentum when the results for financial
1990 became known Good interim resuits
for the 1991 year should enhance the rerat-

T 2242 \ K

g that started about six months ago

In the six months to end-February sales
rose by 30%, and efficiency improvements
saw operating income 35% higher The trad-
ing margin widened from 15,9% a year ago
to 16,6%, with help from excellent Christmas
sales. It 15, however, interesting to note that
the margin 1s still below the 18% level at-
tamed for the full 1990 year

After growing from 203c 1n 1988 to last
year’s 669¢c, EPS are set for further growth
this year But how long will 1t continue?
Ellerine 1s confident the trend is not over yet,
though he expects the furmture trade will
have difficuity maintaining the pace set n
1990, which was an outstanding year.

One of the keys to Ellerine’s success 1s that
expansion 1s mainly financed out of trading
cash flow Cash flow was positive over the
past two years and net interest received
helped to boost the bottom hne However,
the cash pile was reduced significantly 1n the
first half due to start-up costs of new stores
and additional tax payments Net interest
received almost halved as a resuit

The group opened 17 new stores all over
SA 1n the six months and another 10-12 will
be opened 1 the second half The western
Cape market 15 considered particularly lu-

crative and the focus will shift to that area
Another factor that contributed to the

recent growth was the group’s move into the
middle and upper-muddle segments of the
furmture market

Even though cash holdings fell, current
assets increased by nearly 27% Ellerine as-
cribes this to debtors rnsing by some R70m.
He says he is not worred about the hgh level
and the situation 18 beimng watched with
“hawk eyes.”

Nor is he worried about the Section 24 tax
allowances He says the group has always
allowed for full tax and never been 1n favour
of the partial method of providing for de-
ferred tax.

The share price rose by R25,50 over the
past s1x months to R55 and 1s probably close
to being fully priced Investors should bearin
mind that any sigmficant progress towards
reducing the housing backlog could have
unpredictable -— and not necessanily favour-
able — effects on the retail furniture trade
Disposable income could go into bond repay-
ments tnstead of furmiture Gerhard Slabber

i

JD GROUP ¥ W 22\3\A
FORECAST BEATEN

JD Group chairman David Susman was cau-
tious 1n his intersm report last year, when he
forecast only that the full year’s earnings
growth would exceed inflation However, he
told the FM at the tim= that the second half’s
earmings growth could be 1n line with the
first half’s 32,7%, indicating EPS of 135¢ for
the full year

Last year turned out to be an exceptional
year for the retail furniture industry, as well
as for the JD Group In the year to end-
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RESULTS for office furni-
ture and equpment group
Mathieson & Ashley (Math
Ash) for the six months to
end-December reflect the
continuing trend of dechne
inn the busmess

Despite having to pay no
tax, attributable profits
dropped by 65,3% to
R939000 (R3m), yielding
earnings of 8¢ a share com-
pared with 26c recorded in
the same period 1 1989

Chairman Winky Ringo
said i a statement that n
light of high interest rates,
disappomnting results and
opportunities bemng exam-
ined, he would not declare
an interim dividend

The capital would assist
In the mamtenance of a
strong balance sheet for
future acquisttions or m-
creased capital expendi-
ture The decision would be
reviewed at the year-end,

Turnover was wvirtually

J—

Math Ash hit b
1n the offi

2
BEVERLY HUCKLESBY

maintained at R63.4m
(R64,4m), but operating
profit plunged more than
a0% to R2,7m (R5,9m) The
cost of financing soared by
76,4% to R1,2m (R283 000)

Math Ash’s office furni-
ture interests are held
through Kallenbach-
Hendler — jointly owned
with SA Breweries — and
subsidiaries Anglo Dutch
and Fineseat, which relo-
cated to new manufactur-
ing facilities, The cost of
the move was reflected as a
non-recurring extraordi-
nary item, Ringo sard,

“The group launched a
new venture, Officemart, 1n
December last year, and
recently agreed to se]l most
of the trading assets of the
office equipment business
of Mathieson & Ashley All
these developments should
generate sigmficant long-
term benefits”

O

y dc
furnitui

rade

G” He said the group was 1n

a strong position to take ad-
vantage of opportumties
that would arise from
“technology and invest-
ment 1n the newest comput-
erised machinery, tools and
dyﬂsﬂ

Math Ash has assesed tax
losses of about R7m (R7,2m
in June) which will be offset
agamnst future taxable in-
come. Holding company
Vestacor, with a 744%
stake m Math Ash, posted
similar dechne in interim
earnings to 6c¢ (29c) a share
It will also not post an n-
terim dividend




Office furmture groub
Mathieson and Ashley
Holdings (Math Ash) re-
duced 1ts operating mar-
gins n the SIX months 10
end-Decemger S0 as to -
crease 1ts share of a
weaker market.

As a result turnover
was little changed at
R63,4 mihion (R64,8 mil-
lion) but operating inecome
dived to R2,7 million
(R5,9 muthon)

Performance was fur-
ther dented by the rise 10
finance costs to R1,2 mil-
lion (R263 000)

Atiributable 1ncome
dropped to R939 000 from
R3 mullion, equivalent to
8.2¢c (26,1c) a share. No -
terim dividend will he

paid. S 2:5\3\

Earnmngs of Vestacor,
which holds 74,4 percent
of Math Ash, fell to ¢ 2
share (1993 29¢)



MATHIESON & ASHLEY ( jgg
CHASING SHARE <y,

Depressed trading conditions and a dryve to
increase market share have resulted in a
hefty shde 1n operating margins at office
furniture group Mathieson & Ashiey
(M&A)

x

w293 |8y

Operating income 1n the s1x months to
end-December dropped by more than half to
R2,7m, while turnover remained almost sta-
tuc at R63,4m A steep cltmb 1n finance
charges more than offset the group’s zero tax
bill and attributable carnings plunged just
over two-thirds to R939 000 EPS, at 8,2c,
were little more than the dividend declared
at the previous mnterim No Interim payout
was declared thys year

Newly appomted MD John Beck says
trading conditions are hikely to remain diffi-
cult for at least another 12 months He ;s
confident M&A will weather the storm bet-
ter than most of g competitors, and 1s well-
placed to increase market share further and
make acquisitions 1n the upturn

The relocation of the Anglo Dutch and
Fineseat factories wi] improve manufactur-
Ing capacity and efficiencies, he says, and
enable the group to respond quickly to a
sudden upswing 1n local or offshore demand
These plants are running at about 80% capa-
City on a single-shift basis M&A 1s looking
to exports, particularly to the US and UK, to
take up some slack The group has also
moved nto the lower end of the office furni-
ture market

Beck expects carnings to improve shightly
In the second half A big question, he says,
will be the effect of the exemption of VAT on
capital goods This could resuit 1 a lot of
business being deferred upti] October

With EPS for the year to end-June likely
to fall well short of half of last year’s 50,2¢
— which was 27% down on the previous year
= It 15 easy to understand why the share 15
trading at 2 12-month low of 2%0¢ This 15
well down from the 650c recorded 1n March
last year, and compares with a current NAV
of 213¢c Ata forward p eof around 16 times,
the share still looks expensive,

Stmon Cashmore
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FURNITURE retailer Protea Furn-
ishers (Profurn) will achieve its fore-
cast of 2 33% mcrease 1n earmngs to
30c a share for financial 1991, chair-
man Edward Ronbeck says 1n the com-
pany’s annual report

He says he 1s confident Profurn will
sustain profitability “from a sohid base
and with the backwng of the Supreme
group” — the company was acquired
by Supreme Industrial Holdings 1n Sep-
termber 1989

In the vear to end-December 1590
Profurn’s earnings of 22,0¢ a share re-
flected a turnaround from a loss of 130c
a share 1n the year to August 1983 on a
195% increase 1 turnover to R160m

Ronbeck says “under the new man-
agement team mstalled by Supreme,
sigmficant managerial and operational
restructuring took place resuitng 1
the substantial turnaround for this
period”

Growth opportunities 1 the furni-
ture and television markets are €x-
pected and Profurn “18 strongly posi-
t1oned to take full advantage of these to
further assist its orgame growth”

Profurn has developed into “a major
profitable furmture group operating 1n
SA and the neighbouring states” m the
first full year’s trading activity smce 1t
was acquired, he says.

Ronbeck says results for the year
veflect the successful implementation
of asset management, expenditure con-
trols and mereased productivity “The
decision taken at the time of acquisi-

W

I MARCIA KLEIN |

tion to concenirate on retailing furn-
ture as the cympany’s core activity
was vindicated by the performance

achieved.”
He says results also reflect the suc-

cessful expassion of two new chams,

Supreme Fumishers, which operatesin
independent neighbouring states

through eight stores, and TV Life, a
specialist TV retailer selling to the

local market through 11 stores
Through consistent controlled

growth anc development, Profurn “has
both the financial and operational re-
sources to meet future challenges and
18 well poaitioned to take advantage of
any improvements 1 trading condi-
tions, especially i a sector whach
stands to benefit sigmficantly from the
soci0-economic changes whech will
come about as part of the new SA”

During 1990 13 stores were closed,
four stores opened and 10 stores re-
sited : !

All costs asseciated with tlese trans-
actions were accounted forin the re-
sults for the year The comsany has 69
profitable stores. )

The company's future dwidend poh-
cy 1s to declare a single jividend for
the year covered at least ive times by
earnings -

Profurn has made anallowance of
R51m for taxation on mome o antici-
pation of possible change to Section 24
of the Income Tax Act
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A SHAKE-OUT is overdue

in the office furmture
mdustry.

Authoritative estimates
say that the former Ri-hil-
lion-a-year business has con-
tracted by 30% Results from
the quoted major manufac-
turers confirm that the indus-
iry 1s 1n the grip of its worst

recession
Market leader Mathieson

& Ashley passed its mterim
dividend in the s1x months to
December 31 after a 65% fall
In attributable earmings and
a small dechnie 1n turnover
This comes from a group
which increased earnings by
a compound 42% 1n the pre-
vious three years after a con-
sortiun led by chairman
Winky Ringo took over the

group

Pressure

Grant Andrews Holdingd
earnmgs fell by 49% mn the 14
months to August 31 Char-
man Grant Andrews says he
15 ‘‘pleased’” about the
group’s performance 1n the
first half of the current year,
but he 1is not cheerful about
the industry’s prospects

“There will have to be
some rationalisation,” says

Mr Andrews
The big companies are en-

trenched and have moved
into different market seg-
ments to help them survive
the full-blown recession
M&A and GAH have com-
pleted major capital pro-
grammes 1n manufacturing,
which must ncrease the
pressure on the score or o
lesser manufacturers who
have traditionally filled
small contracts and supphed
the off-the-shelf market
Competition has intensi-
fied to such a level that a

ANTON FICK Flagship supermarket gets off to a grand start

ifice furniture in
its worst Fecession

By IAN SMITH

recent contract attracted 17
tenderers

Mr Hingo says margins
throughout the industry have
been cut {o the bone Trading
conditions, particularly in
the last three months of last
year, were the toughest 1n 20
years

He has high hopes for M&A
1in the office furmture super-
market arena through the
launch of the Officemart
cham, headed by former
Imperial Cold Storage
execufive Anton Fick

The 9000 square metre
flagship store opened 1n
Steeldale, Johannesburg, in
February and the mtial re-
action has been excellent,
says Mr Fick

Although office furmture
has mainly been a “jobbing”
industry with short runs of
tailor-made units, Office-
mart 1s geared up to order,
say, 500 standard lines This
will lead to longer runs and

nomes of scale
ne-stop convemence for

furmiure and office equp-
ment and supplies and dis-
count prices should help to
ensure the group’s growth,
says Mr Fick. Another four
branches should open in the
next 18 months
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Mr Ringo says “We do nut%
see this venture as selling:
aganst ourselves Each M&A
company has its niche mar-;
ket and they normally com
pete vigorously

“Officemnart deals in high--
volume sales The up-market
and specialised planmng and
consultancy services of our
other compames and their-
exclusive ranges will con-
tinue to be in demand.”  §

Mr Andrews 1s also’
pleased with s group’s arri--
val 1n the retail sectnr;
through the Office Hyper-’
market chain, and 1s enthusi-
astic about prospects for ex-7

ports
Savings

“We are doing a lot of busy-
ness with African states”

But SA manufacturers.
must 1mprove quality andf
productivity SA’s price ad-:
vantage has been eroded hyij

iniflation
Mr Andrews 1s enceuraged

by the fact that major buld.
ing developments have nof
stupped in the recession %

“After the 1976 troubles al
building stopped If was three.
years before demand for new}
furmture picked up g

“This time the building hat:
not stopped There 18 still de?
mand for office furmture -
at the nght price” -

LT =



J D Grogp ‘handles tou
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JD GROUP,‘WI{%CL encumpasselsqjus ’ua
Doore, Price 'n Pride, Bradlows and Score
Furmishers, will “remain undaunted by dif-
ficult times”, chairman and MD Dawvid
Sussman says 1n the furmiture retailer's
annual report

Whiie he makes no forecasts for the year
ahead, Sussman says “the prospects of a
new SA with social stabihity and the crea-
tion of jobs bodes well for all of us”

Sussman says the group increased its
earnings almost 40% to 143,2¢ a share dur-
ing the past year

At year-end, Sussman said the group had
sufficient retained earmings to meet any
changes 1n Section 24 allowances

Stock levels were conscrously inereased
during the year to R86,6m from R59,2m “In
anticipation of a shortage in avarlability”,
and although the group entered 1991 shght-
ly overstocked, Sussman says all stock 1s
“good clean saleable merchandise”.

Borrowings were affected by an m-
crease In credit sales and higher stock
levels Sussman says this is disappomnting

MARCIA KLEIN

from a gearing point of view, but a wise
long-term strategy as fixed mterest rates
at the time of the sales will be higher than
expected rates during 1991

Margins also remain under pressure

In financial 1991 JD Group will be open-
Ing the first of an expected five central
distribution centres

Sussman says although turnover for the
year to end-December increased 36,9% to
R645,7m, a dramatic increase mn sales

“should not undermine the quality of the
debtors’ book”

Joshua Doore, with 24 stores, increased
sales 33,5% while 1ts debtor’s book grew
R50m to R154m Bradlows, with 60 stores,
1ncreased sales 21,6% and its debtors’ book
grew by R42m., Sales at Price 'n Pride (23
stores) Increased 56,8% and 1its debtors’
book mncreased by R28m Score Furmshers
— with 63 stores — mcreased sales 38,9%
Its debtors’ book grew by R25m




Supreme looks to better perfor anee
Ay, WA )
SUPREME Industrfal Holdmgs, holding ~ MARCIA KLEIN )

company of furniture companies Protea
Furmshers (Profurn) and Supreme Manu-
facturmg, expects to improve 1ts perform-
ance and 1ncrease its earnings to 40c a
share at pre-tax level in financial 1991

Chairman Edward Ronbeck says 1n the
group’s annual report Supreme mtends “to
continue striving for above-average re-
turns on shareholders’ funds and annual
growth of 30% in pre-tax earnings”

In the year to end-December, Supreme
increased 1ts pre-tax profit by 114% to
R13m and its earnings by 69% to 30c a
share on a 1867 rise in turnover to R216m

Ronbeck says results for the year “vindi-
cate the decision to transfnrm the group
from a small Cape-based stainless steel
fabricator into a substantial, diversified
mndustral holding company operating
throughout southern Africa”

Financial 1990 was the first full year

i L - s iy W L et

that Supreme’s two subsidiarnies, cProfurn
and Supreme Manufacturing, traded as
part of the group since 1ts major restrucur-
ing 1 September 1989.

Ronbeek says the “dramatic mmprove-
ment 1n the group’s fortunes has been at-
tamed at the cost of an mnerease m gear-
1ng” Directors intend to improve gearing
by means of a R20m rights 1ssue

Ronbeck says Profurn has been trans-
formed mto a major profitable furmture
group, expanding mmto two new chains
Supreme Furnishers and TV Life

Profurn’s 221,8% gearmng level repre-
sents borrowings of R70,7m from Supreme,
not payable before December 31 1992

Despite difficult conditions, Supreme
Manufacturimg turned a loss for the first
s1x months of the year to a small trading
profit for the whole year

— R — — = ——
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1992 By then 1t 1s hoped that vehicle sales
will have started to improve, various new
models will have been launched — contracts
for the supply of components for some of
these models have already been secured —
and the group will be able to use 1ts enhanced
production facilities to increase penetration
of the domestic and international component
markets

The share has risen on the back of 1m-
proved sentiment 1n the industrial sector, and
touched 1350c i March It stands at
{ 275¢, on a pe of 8,4 and dividend yield of
4,9% Much will depend on Metar’s ability
in the next few years to generate sales to
support its high investment 1n capital expen-
diture, but the share could appreciate signifi-

cantly when the vehicle market recovers
Simon Cashmore

- AN - epl——

JDGROUP — emqlul i
SALES GALLOP

Activities: Furmture retailer %%
Control: W&A, ultimate holding company is FSI
Group

Chairman and MD: /D Sussman

Capital structure: 35, 7m ords Market capital-
isation R205m

Share markel: Price 575¢ Yields 3,8% on
dividend, 24,9% on earnings, p e ratio, 4,0,
cover, 6,6 12-month high, 6 15¢c, low, 290¢
Trading volume last quarter, 172 000 shares

Year to Dec g8 ‘89 90
ST debt (Rm) 060 035 0,28
LT debt {(Rm) 77.0 79,2 115,7
Debt equity ratio 0,69 0,655 0,55
Sharehalders interest 0,35 036 038
Int & leasing cover a5 37 29
Return on cap (%) 19,2+ 164 151
Turnover (Rm) 422¢ 472 646
Pre-int profit (Rm) 50,4¢ 66,5 83.6
Pre-int margm {%} 120 14 1¢ 130
Earnings {c) 86,87 102,6 1432
Dividends {c) —_ 17 22
Net worth {c) 367 407 b92

* Pro-forma figures 1 Six months figures annual-
sed .

One of the peculiarities of this downturn has
been the continuing strength in the demand
for durables Like most furmture retatlers,
JD Group has benefited accordingly — after
rising 1n 1ts 1989 financial year by 12%, the
pace of the group’s turnover advance 1n-
creased last year to 37%

While the economy was moving further

into recession during the second half of JD
Group's 1990 financial year, the group’s
sales continued to accelerate, rising by 44%
on the 1989 second half

These sales were not achieved without a
weakemng 1n profitability Second-half oper-
ating income was up by only 24%, with a
trading margmm of 15,1% compared with
17.5% 1n the 1989 second half One reason
for this was that the group’s two discount
operations — which usually work on lower
margins — Joshua Doore (24 stores) and
Price 'n Pride (23 stores) — showed strong
gamns 1n turnover and increased market

share
Chairman David Sussman contends the

performance from these chains 1s no sur-
prise, as “in times of 1liquidity the consumer
looks for the best value possible ™ Still, with
consumers likely to be under greater pres-
sure this year, the trend towards stronger

sales at the discount operations will presum-
ably continue That, and a probably weaker
overall sales performance, would mean a
further drop in trading margin

Effects on earnings should not be too se-
vere provided the group can maintain sales
growth at sufficiently robust levels After
group sales grew by some 22% 1n real terms
last year, the net working capital require-
ment at year-end had increased by R85m,
and long-term habilities were up by nearly a
half, or R36m, at R115m

Financial director Colin Stein reckons the
gearing 1s better than industry averages and
the mtention 15 “at least to maintain™ the
gearing ratio But the board has also held the
dmwidend cover as high as 6,5 times; investors
will probably want to see erther the cover or
the gearing reduced over time

Sussman notes that borrowings were af-
fected by a sigmficant increase 1 credit
sales, together with higher levels of stock,
which chimbed by almost a half Manage-
ment believes the group entered the 1991
year shghtly overstocked, thongh Stein says
stocks have since been brought into line with
budget

As long as the quality of the debtors’ book
1s adequately controlled — which appears to

l' e SETALE W TN

JD Group’s Sussman lower rates wiil
heip



New warehouse lifts Rafelberg earnings

CAPE-based furnmiture retailer Tafelber
has reversed 1ts downward trend 1n finan- MARCIA KLEIN I

cial 1990 by showing a 7,4% growth 1 arnings 1ncreased smmlarly to 7,53¢
earnings for the year to end-February 7,01c) a share and the dividend was main-
Chairman Eugene Theron said yeste tained at 3,5c a share
day that Tafelberg was reaping the bene- Theron said Tafelberg, with its bigger
o,

fits of 1ts new warehouse, reflected 1n ag. warehousing and floor areas, was ready

33,(3}% r15£e 1n turlfu;ver to 1?418,541;1 (3.31%%1211) F fmi‘l any upswhmg 1n Ecc;;num]e ?etw;t}'
perating profit grew by 8,4% to R2,2m owever, he was not expecting an up-

(R2,1m) as a result of amortising the cnst:ﬂ swing 1n this financial year, and feit earn-

of mcreased sales areas, Theron said ? ings 1n financial 1992 would “at least be in

A 41% ncrease 1n 1nterest to R491 000 line with those of financial 1991”

(R348 000) saw pre-tax profit increase by Q  Tafelberg recently termuinated negotia-
« tions which had been taking place since

1,8% to R1,8m (R1,7m) Q
A lower tax rate resulted in attributable ™ January Theron would not comment yes-

profit bemng 7,4% up at R932 000 (R868 000) terday on the negotiations,
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Rusfurn@ |

reacts to
unfavourable
speculation

ByAnnCrnSh?‘/lgl

Amid unfavourable spec-
ulation, and a drop 1n the
share price fo a low of
105¢ yesterday, Rusfurn
has issued a notice to
shareholders referring to
the restructuring of its |
funding base.

Discussions are under- |
way to restructure the
funding: base to meet the |
growth needs uf the busi-
ness.

“These diséussions are
continuing, and although
progress has been made,
the com Iexlty of the re-
structuring 1s such that a
full annuuncement IS not
expected to:be made
until the lai;tpr part of
June 1991”7 -

Rusfurn’s end-June
balance sheet showed
gearing of 150 percent

A number of factors
| are expected, to effect an
increase in this i finan-
clal 91 — strong sales
growth; the Furngro ac-
quisition, which has
turned up major prob-
lems with its debtors’
book, and changes 1n the
treatment of rSection 24
allowances, !

These factors have re-
sulted 1n Rusfurn man-
agement looking to ways
of restructuring the bal-
ance sheet to:reduce the
hefty gearing/burden. Y

It 15 possible that the
final package will see |
Rusiurn get a major new
shareholder, possibly m
the form of a financial
mnstitution

i 'H
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]Rusfur

' FURNITURE Group Rusfurn’s plans to
restructure its capital base would be final-
- 15ed by the June year-end

An announcement to shareholders today
says that discussions to restructure Rus-
furn’s funding base are cortinuing Howev-
er, due to the complexity of the restructur-
ing, a full announcement could only be
expected at the end of June

Market speculation that something was
afoot at Rusfurn saw the share price close
yesterday at a low of 105¢, after the share
traded at a high of 160¢ n February this
year

However, CE Geoff Austin said yester-
day that “with negotiations in place, it was
mevitable that rumours would go around”

“Something 1s going on, but 1t 1s positive
and 1n the interests of all concerned ”

He said that Rusfurn had been negotiat-
Ing for the restructure of 1ts capital base
for the past six months, and although he
could give no details of the negotiations, he
said “the package looked very encourag-
ing” The final decision had been held back
by uncertainty over Section 24 tax allow-
ances as well as expectations of rates com-
ing down

Rusfurn 1s believed to have been negoti-
ating with 1ts main bank Senbank as well
as with Finansbank |

At the December 1990 mterim stage,
when Rusfurn imnereased its earnings by 5%
to R64,8m, Austin said that extensive dis-
cussions and investigations were taking
place to restructure the group’s capital
base Interest charges at the interim stage
had grown by 138% to R31,7m

Austin said this reflected funding needs

n restructuring
. |

plan ‘finalised b
e Sl

une’

MARCIA KLEIN

of the debtors book, which had a gross
value of R1,1bn

In a TV broadcast to Rusfurn employees
last month, Austin said a basis for the Iong-
term funding of the group was needed

Senbank CE Hennie van der Merwe said
it the same broadeast that bankers should
be lending credit to the group’s customer
base, however, the practise of furmiture
retallers filling this role had been devel-
oped 1n the industry over time

Confident

“The current exercise we are referring
to 1s not working out a sotution to a prob-
lem, but purely recognising the banking
business aspect of Rusfurn’s operation, and
finding a structure to address the funding
pressure that comes from borrowing short
and lending long,” Van der Merwe said

“That 1s the exercise we are all working
on at the moment, and we are confident we
will come up with a structure which will
free you up to do more trading by taking
away from you the funding part of the
busimness, whtch 1s 1 fact the bank’s busi-
ness ”’

Austin said although short-term pros-
pects seemed rather bumpy, with January
and February bemg particularly tough,
Rusfurn was on top of the Furngro situa-
tion in the Cape, and Furmture Fair hag
been closed completely.

However, only one Furmture Fair store
was closed down, with the others bemng
transferred to other Rusfurn chains




" Why waste the acoustics'

& | LONDON.—1 of the Biblical call to
% | turn swords 1nto shares, technology de-
%,.. | veloped by Armscor for its world-beating G5 and GG
artillery pieces 1S being turned to making cold drink

%tu cans for thirsty South Africans
The long-range G5 155mm howitzer was battle-

T B tested during SA Defence Force campalgns in the
By Angolan civil war, and more than 100 of the weapons
4" | formed part of Iraq: President Saddam Hussemn’s
: arsenal during the Gulf war

The cannons-to-cans story 1s cited 1n the latest
edition here of the authoritative Jane’s Defence I
Weekly as an example of Armscor’s iew programme
to transfer technology from the military sector to

private industry. — Sapa




By Ann Crotty

For those who beheve
that Rusfurn can put to-
gether a good financing
. deal with 1ts bankers
sooner than expected,
the current share price
of 95¢ must look attrac-
tive

But those who behieve
the group may be forced
into an unfavourable
deal to restructure 1its
funding base will not find
1t attractive

This week’s notice
from Rusfurn rermnding
shareholders that discus-
sijons are under way 1o
restructure the funding
base has precipitated
much speculation about
the nature of that re-
structuring

That speculation
varies from a massive
rights issue underwritten
by its major bank to the
establishment of some
sort of joint venture
company (JVC)

Odds are 1n favour of
the JVC route as this
would give Rusfurn man-
agement the sort of flex1-
bility 1t needs to grow
sales 1n hine with market
demand

A rights issue would
only be a temporary So0-
lution to the heavy gear-
ing on the balance sheet

Shortly after Rusfurn
management effected a
buyout from Tradegro,
ohief executive Geoff
Austin said Rusfurn was
both a bank and a furni-
ture trader

Both functions were
eritical to the profitabill-
ty of the group

At that stage Mr Aus-
im estimated that bank-
ing activifles accounted
for about 50 percent of
group profits

The solution will have
to address a number of
considerations as a bank
and a trader n an 1nfla-
tionary environment

_._—-———-—_—'_—.—

Rusfurn cannot expect
ever to be cash-positive
anless it 1s winding down
1ts operations

Rusfurn has a massive
debtors’ ook, which sug-
gests that at least one of
the major banks has an
epormous exposure to
the group

Banks like to lend, but
ke to have control over
it Banks are in no posl-
tion to undertake retail
trading, Rusfurn man-
agement needs a rehable
and guaranteed cash
source in order 1o grow

There is the apparent
concern shareholders
feel towards highly
geared balance sheets —
particularly when there
is no wealthy parent in
ihe background (1f
Amrel and OK’s off-bal-
ance sheet debtors are
ineluded, those coOm-
panies’ gearing would be
around 300 percent)

Establishing some sort

of JVC with one or more
banks as partners to
Rusfurn could adequate-
ly deal with all of these
1SSUES

Rusfurn would then be |

managing the group’s
debtors — which would
be held n the joint ven-
ture company — on be-
half of these banks

it would mean that 1n
future Rusiurn would
have to share the profil
it makes on the financing
activities

The upside 1s that 1t
would have access to the
funding needed for
growth at a rate pre-de-
termined by the JVC

But its debtors would

be off the balance sheet
and shareholders would

be more relaxed

Mr Austin said yester-
day the group was gomng
the JVC route, but would
not give any details at
this stage
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AfCOl hit by%;;

downswing

Afcol, the SARB subsidiary |
that manufaciures furni-,
ture, has reported a 14.
percent drop 1 earmngs’

to 163,1c (190,3c) a share"

for the year to March | |
A final dividend. of 34¢,
(42,5c) a share has been,
declared for a total of
81,5¢ (95¢)* PR
Turnover was up 1]
percent to R780 milhon
 (R701 rmliion) and trading|
profit rose 10 percent !:?”,
R64 mullion (R58,4 mul:,
lion) |
Mangement says the
figures, reflect the severe,
cownswing and the mea-
sires taken by the guth”
orities to tighten mone-
tary and fiseal policy | |
Although gearing was,
dwn from 41 percent tg,
37 percent, financing,
COits were up 29 percent.
to  R25,3 million;
(R9,6million) |, -
s and.a 27 percent
drgy 1n equity-accounted
retiined earnings result-.
ed.n a 14 percent slump,
In { ed profit — down to,
R41,2 million from
R47} rmillion, 3
Atributable earnings,
were,  R40m:llion,
{R46] mlhon) 0
Maagement 1s expect-
ing tle demand for dura-
ble glods to remain deé;
pressd n financal '92,,
This 13based on % forc,
cast f¢ no growth!in pri-,

vate cnsuinption expen-. |

diture and the expecta-,
tion iht mterest rates,
will remain relatively
hlgh T Lo

“Nevirtheless,|given
reasonally . stable|socio;,
economi “and indjstrial
relations environnents,,
managenent expects {o

maintail attribitable

| earnings ﬁf the ngr{up I,

lme with the previous.
year ” |
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| Afcol’s annual earnings down by 14%
MAJOR furnmture manufacturer Assocl- r——__ -

ated Furmiture Compames (Afcol) turned — - MARCIA l‘“‘Em'———-_—-|
| 1 a 14% drop m earnings for the year to  contributions from associated companies
end-March (3 | 0| g’] 1 saw attributable earnings drop by 147% to

Turnover slowed frbm a 21% growthm  R40,0m (R46,7m) Earmngs had dro

1990 to an 11% growth mn 1991 to R7E(),1m by 9% at the nterim stage. { { €&
(R701,4m} This was due to the downswing The full-year divadend also ed
in the economy and measures taken by by 14% to 8l,5c (95¢) a share after a final
e | the authorities to tighten monetary and  divadend of 34c (42,5¢) was declared.

't | fiscal pohey, executive chairman Laurie Van der Watt said cashflow from ope-
van der Watt said rating activities increased “by an impres-
n He said agamst this background, the sive 29%” due to effective working cap-
10% merease I operating profit to 1tal management Also, nterest bearmg
- || R64,2m (R58,4m) was “very satisfactory”  debt had dropped to R9%5m (R117m at the
S However, a 20% increase m financmg  nterin stage), representing a gearing ra-
costs to R25,3m (R19,7m) and reduced tio of only 37% (46% at the mterim).

i Count o :
| Gount onggy | T1ight asset contr?I
gem desler |10 remain Amrel’s

NG e 1114

, Says

! CAPE TOWN — The port- pO
|% MARCIA KLEIN

ability of diamonds
makes them an atirac-
tive Ivestment 1n an un-

¢ stable polifical environ- FURNITURE group Amalgamated Retail’'s {4
ment, says diamond tight asset management policy, which ncluded a R5,7m
? dealer Winhall and wnite-off, saw earmngs for the year to end-March 1n-
Holmes director Peter | crease only 6%
- Winhali amrel MD Stan Berger said the firm’s polcy of tight
“They are one of the most asset management was usteadfastly pursued for the
concentrated forms of fourth consecutive year”, and would continue in financial
¥ weaith known and are 1992, when he expected mnimal growth
; therefore easily trans- Attributable earmngs grew 6% to R24m (R22,6m pre-
portable 2 financial | viously), or 260c (245¢) a share A final dividend of 59¢
lifeboat,” says Winhall (55¢) was declared, bringing the year’s dividend up 6% to
He quotes the example of | 87¢C (82c) a share
Rhodesia 1n 1979, where Turnover for the year increased 21% to R1,03bn
diamonds were sold at (R849m), boosted by a strong contribution from the furn:-
four times their rulng | turedivision, which increased its turnover by about 24%
price 1n SA Berger said poor consumer confidence, battered by
| However, he says the gems lgh interest rates, unemployment, unrest and violence,
offer more than “run | “Was partly cushioned by the relaxation of certain hire
purchase restrictions on apphances 1n March 1990”
as they have a proven Operating profit was 19% up at R48,0m (R40,4m)
record of appreciation Berger said this “bore testimony to management’s strin-
He says that because dia- gent overhead controls”
monds are traded 1n dol- However, R5,7m was written off as an “abnormal i1tem
lars, one 1s 1n effect buy- | against hire purchase debtors 1 the lower income furn-

— el el

money” to the mvestor

£
—

ing dollars when
mvesting mn diamonds
He adds that diamond
prices are determined
by De Beers, which bas
maintamned these prices
above the US consumer
price imndex

Other advantages of invest-

ing 1n the gems, accord-
ing to Winhall, are their
exemption from capital
gains tax and their free-
dom from management
and government regula-
tion

ture operations”
Berger said management believed this was prudent 1n

the hght of the current recession

An R18.2m (R19,2m) provision for current and deferred
taxation, lower because of adjusiment of the cumulative
deferred tax balance, saw profit after tax 14% up at
R24.2m (R21,2m)

Berger said Amrel contiued to provide for deferred
tax Relatively favourable phasing out arrangements on
debtors’ allowances had been indicated

Capital expenditure to upgrade and modernise strate-
pic stores saw borrowings mcrease by R18m Minimal
working capital requirements tempered ths, pushing
gearing from T1% to 75%

The group’s main target for financial 1992was 1o im-
prove the quality of its earnings, Berger said

L




TIGHT trading cond:-
tions 1n SA’s office furni-
ture market have
prompted local supph-
ers to become more
competitive here and
abroad

With domestic trading
expected to remawn tough,
manufacturers and suppl-
ers are trymg to find ways
of mamtaimng sales or
making up losses suffered
since 1989

Leading players say de-
teriorating conditions for
institutional buyers of
office furniture have been a
feature of the downturn in
the past year or more

Anglo Dutch MD Alan -

Green says other unfavour-
able market conditions
arise from a drop In the
stari-up of smaller busi-
nesses and a slowing 1n the
upgrading of existing busl-
nesses

Fallen

Though starting 1991
with befter order books

than 1n previous years, |

Trend is to simpler products

sales have falien 20%-30% |

Masterplanners MD Doug-
las Troxler says industry

in the past 18 months
A reason 15 that all main

ban, have since last year
recorded a glut of office
space, with occupancy low
“Suppliers must face the
fact that this situation
could worsen as offices be-
g bmlt come onto the
market,” says Troxler
Mathieson & Ashley
Holdings chairman Winky
Ringo says the market de-
terioration 1n second-half
1990 15 due to fierce com-
petition 1n an industry with

Office furniture

under-utilised production
capacity
This resuited 1n price-
cuiting, he says

Green says while dis-
counting was adopted by
many companies last year,
most want to avoldit as1.18
difficult to survive long on
ZEro margins

Reductions in volumes
have “cansed a few office
furniture compames to dis-
appear” 1n 1990 and ration-
alhisation will be the trend

Ringo says some sections
of the mdustry wiil con-
tinue to experience difficult
conditions and the shakeout
will progress

However, the bhig com-
pames are entrenched and
M&A, along with another
leading player, Grant An-
drews Office Furniture
(GA), have completed cap-
1tal programmes 1n mant-
facturing

GA’s new Office Hyper-
market chain and M&A’s
new Officemart retail ven-
ture have strengthened
their prospects

BUYING trends m office

| furniture are changing

centres, apart from Dur- | from gadgetry associated

| with functtonal and engl-

neered desking and chairs
to simpler products

Offex Office Furniture
design director Danny Bos-
man says hi-tech furniture
made as support equipment
for computers has reached
1ts peak

‘“People have become
price conscious and want
cheaper, functional and
simpler furmture with less
gimmickry,” says Bosman

Anglo Dutch MD Alan
Green says there has beena
shift from the top end of the
range to something that
will do the job at less cost

Buyers no longer want or
need all the functionahty
engineered into office fur-
niture, he says

“They want comfort and
furniture that has what’s

Along with reduced de-
mand, over-production, the
refurbishing of furniture,
competitive price-cutting
and 1mcreasing costs, these
programmes should 1n-
crease the pressure on
some of the lesser manu-
facturers who have tradi-
tionaily filled small con-
tracts and supplied the ofi-
the-shelf market

Sophisticated

Despite industry esti-
mates of a market decrease
of 25%-40%, Dashing Office
Furniture MD Franco Bar-
ocas says demand for so-
phisticated systems office
furniture has not dropped
off

Green says “Although
trading 15 expected to re-
main tough, we appear to
have t the bottom of the
downturn and things may
sgon improve ”

With little to get excited
ahout on the home front, he
says some manufacturers
are positioming themselves

necessary for the )ob, m-
cluding the ability to ac-
cept cable reticulation”

Masterplanners MD
Douglas Troxler says de-
mand 18 also for some aes-
thetics at the workstation

“With de-engineering
more easlly achievable
now that computers no
longer spew out thick
cables, the tendency 18 for
desks to be less sophisticat-
Ed 13

Matured

However, Troxler says
the acceptance of ergono-
mics has matured and SA
buyers are more prepared
to move away from the
cheap end of the market

“Furniture purchasers
are willing to pay Ri00 {o
R1 000 for a secretarial/o-
perator’s chair,” he says

Seating has also changed,
with the focus back to chair

DOUGLAS TROXLER

for the world arena as 1n-
ternational issues, nclud-
ing sanctions, gradually
Improve

Consensus 1S that market
conditions rest with the un-
folding of SA’s political sce-
nario, the dampemng ef-
fects of the US recession
and local economically re-
lated issues

GA Johannesburg MD
Victor Fish, who reporis
having recewved a “steady
supply” of orders, says fur-
niture 1s poised for a boost
once overseas multl-na-
tionals begin to remnvest 1n
SA

Meanwhile, Offex Office
Furniture, GA, Dashing and
Kaydee all report having
made significant break-
throughs 1n exports to
Africa and overseas

technology from the desk-
ing trend of the "80s

The trend 1s from desk-
ing to user-friendly chairs
(which are almost self-
adjusting) that provide the
right posture and comfort

Gone are the days when
attention was paid to desk-
ing height, tilt adjustment,
cabling facihities and the
emphasis on rectangular
desks

Bosman says the direc-
tion of the future will be 1n
office furniture compo-
nents

“We will have off-the-
shelf components that can
be put together using the
mimmum of tools, either on
the factory floor or on site ”

The advantage 1s that
components can be handled
more easily and distributed
cheaper than made-up

desks and chawrs
Also, components are not as

easily damaged
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Activities: Manufactures and retails furniture,
and manufactures stamnless steel and refrigera-
tion products

Control: Directors 85%

Choirmun and MD: £ Ronbeck

Capital structure: 19.2m ords Market capital-
isgtion R40m

Share market: Price 210¢ Yields 4,8% on
dividend, 14.3% on earnings, pe ratwo, 7,0,
cover, 3,0 12-month high, 2 10c, fow, 90c¢
Trading volume last quarter, 227 Q00 sharg:n

Year to Dec ‘89

ST debt {Rm) 63 7.8
LT debt (Rm) 49,2 993
Debt equity ratio 1,2 2,0
Shareholders interest 0,30 0.2
int & leasing cover 3,3 1,6
Return on capital (%) 59 14,9
Turnover (Rm) 76 216
Pre-int profit (Rm) g7 333
Pre-int rargin (%) 115 154
Earrungs (¢ 18,6 30
Dvidends {c) 7 10
Nat worth (c) 163 182

more than R216m

The pre-interest margin improved last
year from 1 1.5% to 15,4%, and management
feels 1t should increase further once all divi-
sions are contributing EPS mmproved by
nearly two thirds, thanks o the turnaround
m Protea Furmshers (see accompanying ar-
ticle) But Supreme Manufacturing encouf-
tered more difficult trading conditions. The
manufacturing arm Wwas expected to earn
5,4¢ a share, but it earned just 2c. It made a
loss n the first half of the year, in particular
because Mewa, 2 supplier of stainless steel-
ware to the building industry, suffered from
the slump 1n the market and allowed costs 10
get out of control

Furniture manufacturer Victoriz Lewss
had a disappointing 1990, but 15 optimistic
that a joint venture agreement to supply
furniture retailers 1in the UK will help to
compensate for any weakness 1 the local
market this year The star performer was
Insulated Structures, which launched a new
range of refrigeration ums for national su-
permarkets

However, SIH’s biggest problem 1s eXces-
sive debt. Net borrowings almost doubled to
R105m, and interest cover was halved to 1,6
The urgent need to refinance has led to a
R20m rights sssue at 160c a share — more
than a 25% discount on the current market
orice of 210c

The ultimate holding company, (unhsted)
Supreme Holdings, will underwrite the

improve gearing

nights 1ssue, but it will not be extended to the
two hsted operating cOmMpanics Group
financial director Roque Hafner says the
purpose 15 10 repay debt SIH incurred
finance costs of R20,3m m 1990 Hafner
adds that SIH 1s comfortable with its present
gearing and 1t will stay at the level attamned
after the nghts issue However, gearing
would still be about 1,66, and the rights 1ssu¢
will increase the 1ssued capital by about {wo
thirds

The share price has risen rap.dly over the
past year but appears to be levelling out
with such a large increase 1n the share
capital, and interest costs likely to remain

high, 1t secems the group will be hard pressed
to reach 1ts EPS target of AGc this year.
The share is trading at 8 generous earn-
ings multiple of 7, though the rights offer 1s
at a more realstic 5,3 The present p'e 1S 1n

line with the average of 6,3 for the building
and construction sector, but SIH 1s exposed
to a wide range of industries, comparisons
with the industnal holding sector would be
more meamngful It has applied for a trans-
fer to this sector, where the average p¢ 18
10,4

SIH 1s exposed to some volatile sectors and
its gearing remains too high for comfort The
share looks expensive at 210c, though the

rights offer pnce of 160c looks more réason-
able Stephen Cransion

Cents Supreme Industrial
220 —T T T 111
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Rgnbcck, however, forecasts EPS will rise

to 30c this year But a modification of Sec-
tion 24, which allows furmiture retailers con-
siderable scope to defer taxation, would have
a material impact on the accounts Profurn
has accumulated R51m under this allow-
ance. Had provision for deferred tax been
made last year, 1t would have reduced EPS
by ¢

In view of 1ts recent problems, Profurn has
an understandably low p e of 2,7, compared
with a furniture sector average of 7,7 Over

the past year the share has ganed 37,5%,

though 1t shpped back from the high of 60c
Apart from the high gearing, another con-
cern 1s that reports from the Furniture Trad-
ers’ Association indicate the furniture mar-
ket has peaked Maraney admits last year’s
boom 1n the black furmture market contrib-
uted as much to Profurn’s turnaround as did
management itself He expects this year to
be‘tougher Until the group has proved 1its
ability to cope with a downturn, the share
looks a risky buy Stephen Cranston

RETAIL EXPANSION

Since Sam Steele Holdings was taken over by
Supreme Industrial Holdings (SIH) in Sep-
tember 1989, and renamed Protea Furn-
1shers (Profurn), the group’s operations have

been restructure d 1its profitability has
improved i

Manufacturing interests Associated
Cabinets, Stebarn Steel Products and Steele-

COMPANIES
Activities: Retai furniture @g%
Control: Supreme Industrial Holtings 53,6%

Chairmon: £ Ronbeck, CE A Maraney
Capital structure: 70,3m ords Market capital-
isation A39m

Share market: Price 55¢ Yields 5,6% on
dividend, 37,3% on earmings, p e ratio, 2,7,

cover, 6,8 12-month hgh, 60c, low, 35c¢
Trading volume last quarter, 646 600 shares

Year 1o Det ‘Y *90
ST debt (Rm) 0,7 —
LT debt (Rm) 33,86 70,7
Debt equity ratio 2,2 2,2
Shareholders interest 0.2 0.2
int & leasing cover — 26
Return on capital (%) — 31.2%
Turnover {(Rm) 71 193
Pre-int profit (Rm) 6,00 317
Pra-int margm (%) — 16,4
Earnings (c) {129,6} 20.5¢
Dwidends (c) — 31
Net worth {c) 23 457
* 16 months trading penod

t Annuahsed

board — were sold and incorporated into
Supreme Manufacturing Holdings, leaving
Profurn free to concentrate on furmture re-
tathng

The retail furmture sector, particularly
those chains serving the black market, had a
buoyant 1990, and this 1s reflected in the
Profurn results After an attnibutable loss of
R34,5m m the 1989 vyear, earmngs of
R18,8m were recorded 1n the 16 months to
end-December

The management team that Supreme in-
stalled closed 13 stores, resited 10 and
opened four outlets for the main Protea
Furmishers chain Two new chains were es-
tablished the eight-store Supreme Furn-
1shers 1n the netghbouring states and the 11-
store TV retailer TV Life These two chains,
and the Protea Furnishers chain, focus heav-
ily on the black market According to CE
Alex Maraney,"the new chains are making

“major contributions” to profit

But the restructuring and the expansion of
the retail operations left the balance sheet
highly geared, with debt equity at 2,2, and
makes the company appear vulnerable to any
deterioration 1n trading SIH has extended
long-term loans of R71m to Profurn, at in-
terest rates 3% above prime. The debt was
needed largely to fund working capital,
which absorbed an additional R62m

While turnover rose by 125%, stocks bal-
looned by 225%, partly because the new

stores had to be stocked. Maraney says Pro-
furn has had to borrow to finance new com-

puter technology and head office systems, as
well as the expansion into new markets He
contends the gearing levels will look more
realistic when further sales growth has taken
place He expects sales to reach R200m this
year

Chairman Edward Ronbeck says ade-
quate provisions have been made for bad
debts and “unearned finance charges™
Debtors showing three months of nonpay-
ment represent just 2,4% of the total and
these, according to Ronbeck, are fully cov-
ered by provisions in the financial state-
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ol accounts preparation, time
and fees ledger and word
processing  were dentified
Lach of the eight swstems was
then evaluated using a simple
MOTIRE system Two points
weore awarded for a tull match
with i absolute requirement

ind onc pamnt for a partial

Match  or o match with a
nan-critical requirement
Obvioushy nomatch gainedno

DO LA

The outcome of this imitial
search covenng the main tashs
wds 1o leave four compames
wav above the rest — MGL
Hartley  Star Computing and
Jenson Compuaters  Jenson
hardware was not considered
to b sufticiently flewble for
Real Platt s purposes or to be
sutficiently cost-etfectine  So
that left three

Bunvard and Curtis then
wentthrough the same process
tor the remarming applications
— sdles purchase and general
ledgers pavroll, trust and soli-
cor accounts At this stage
theyv also brought 1 gencral
requirements such as security
copying  documentation and
ottware support Using the
sdme scormge mechanism Star
was chminated but there was
ttic Jifference between MGFE
and Huartley

[t would have been much
CasieT 1o choose 1t one had
come outway ahead but MGE
cnded up waith 131 oty and
Hartleyv 122 Ttwould also hav e
been easier of both men had
agreced

Bur Curtis favoured Hartle v
and Bunmvard pretorred MGL
Comphiciting  the  picture
further was the fact that Hart-

OCTOBER 1981

i

won rounc to MGE, ‘il we can
afford it , he said

‘Intheend’, he said, ‘the cost
wasn't really the object We
needed the right software todo
what we wanted to do' And
there were one or two small

Irying
a live job
on each

system

things which swung the dea-
sion MGE sway
Aswewenton  Curtissard
it became more obvious that
Hartlev s software was Origi-
nally written forthe Australiun
i 1rhet
he MGE database

approach appealed more than
the Hartley approach too But
most important of all was that
thev tried a live job on each
svstem and at MGE were left
(o get on wath 1t, rather than
buing led through by the ex-
perts  They appreciated the
freedom

S0 keal Platt should by now
havetakendehveryof an MGE,
svestem It compnises two Data
General Nova 4X computers,
one foreach office with all the
attachments such asdisk drives
and printers and MGE's soft-
Ware tor accounts preparation,
word processing time and fees
ledger sales purchase fedgers
and pavroll

The final Wl s £73.000 It

shows the way these things go
that an carly stab at how much
tomputerisation mught  cost

witn s capab ' ty and speed,'
he said, ‘but at that stage
(March 1980) I was stil} think-
mgin terms of floppmes *In the
end, of course floppy disk
Systems were out of the ques-
tion They could nat provide
the quick access to chient data
the fitm needs, let alone the
speed of operation

Keai Platt are making what
ts undoubtedlv a massive In-
vestmentforanorgamisationof
thetrsize Quite apart from the
camitalcost Bunvard and Cur-
tis have between them spent
nearly 700 hours working on
the project vo far Thev do not
doubt that 1t was and will he
well worth it

They could have done 1t
differentlv. For example few
pcople would argue that the
market lcaders in this field are
the four companics eventually
thrown up by the detailed
evaluation — Star, Hartley,
MGE and Jenson Bunyard
and Curtis could have started
with these four, and so cut
down the evaluation time con-
stderably But they are happy
that a fuller evaluation was
necessary

Thev could also have spent
more ume contacting existing
users Hartleyin particular was
very happy to supply user lists
if anyone asked for them

But as Curtis sard I some-
ONCTIMEs usinavedr stime and
it has alb cone wrong we re not
hkelv to admit to them that we
hav e bought aload of rubbish

As g womplete alternative
they could have spent their 700
hours-worth on a consultant
But they bohieve amyv consul-
tantwould have had tospend a

mzngm_u_.mmﬂzﬂnﬂ::n Enw
That 1s nor to say that 1t would
necessarily result in the same
choice

‘It depends on the speufic
requrrements of the practice,”
Curtis sad

Keal Platt's requirements
df¢ 10 expand therr practice
They believe that the compu-
terswillenablethemtodothat,
in severdal different wavys

First it will enable them to
offer additional scrvices —-
six-monthly, quarterly or even
monthily  accounts, sales,
purchase and nominal ledgers
and payroll on a bureau basis

Secondly, they expect 1t wi]
make their present operations
more efficient In particular it
will reduce the time spent by
schiorsand managerschecking
what 1s often the poor work of
JUnors

This n atself should allow
semors and managers to do
more constructive work (and
more rewarding 1n more wdays
than one)

Thirdly, computerisation
should help them run the
practicemoreefficiently Tine
and fees ledgers are currently
handled manually, which
mecansthatitis not practicable,
forexample, toproduce awork
N progress listing except at
yearend Thatshouldin future
be simple

As Bunyard sumsitup ‘We
wanted to  remove  the
drudgery from the basic work
and improve practice mdnage-
ment ’

Over the next few months as
we follow this project we wall
sce  whether the practice
achicves these aims B
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Without the freedom to
perform the auditing functions you
want, your work 15 compromised
To assure that your work 1 always
state-of-the-aud't, we gwve you
Panaudit Created to offer the most
freedom and etficiency of any EDP
auditing system  Created by the
Pansophic. power of innovation

AN automatic test data GEre rator

tor proving routines A saures
programme vahdatcr thiat speng,
verification  An English anquaae
format And a 9mple com aan
system *or storage  mamtensis
and re trie zal of ro it Ao

Futue developmoents in (0w
Auditing automatically become pan

that is Brainware of Panaudit ‘hrouat cort ol
Panaudit offers the most enhancements,

advanced auditing routines, and an Panaudit 15 more  than

mx_u.wﬁ&m.ﬁ variety of statistical software it 5 3 sOoftw e SOl Mo

sampling routines, system ranking
routines and integrity test routines

Panaudit Incorporates the fatest
ideas 1IN EDP auditing efficency

PANSOPHIC

Systems (UK) Ltd.,

It's Brainware Andits ,ours
Panaudrt 15 compatible with
IBM, Univac, Siemens and FACOM

Achilies Boyse
Vieastor Lyenue
Lcndon w3 OUa
01 99554485

Alpha House,
YWihenshawe
Manchester M22 SRG
061436 1415

Please telt me more about PANVALE TIPAME XEC Ty PANVALET SPF
EASYTRIEVE [ PANAUOIT [J PANPISK [

Narme
Title
Company
Address

TelNo
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IF YOU did not hear the
rumours about Rusfurn
you could be forgiven for
being alarmed at the
warning the furmture re-
taller 1ssued twa weeks
ago

In essence, it reminded
shareholders that they had
already been warned that
discussions were under way
about restructuring the
funding base to meet growth
needs

The discussions continue,
are complex and the out-
come will be announced 1n
June and, please, bear this in
mind when {irading your
shares.

What did 1t mean? Chef
executive Geoff Austin says
that so much unfounded ru-
mour was circulating about
the group that it was neces-
sary to set the record

I had not heard anything
untoward about the group,
so felt mchned to pamc at

the announcement
Mr Austin says “Didn’t
you see that sharp fall in the

share price? We had to say
something ”

The share price has fallen
35¢ to 90c in under three
weeks It was 160c 1n
February

Mr Austin says the meth-
od through which furniture
retailers fund their Gebtors’
books has been gomng for 40
years, but 1s not 1deal

Credit terms for custom-
ers are granted by the retail-
er, who 15 ient money by the
banks Obviously the margin
1s attractive — perhaps 14%
at the moment

But the cost of adminis-
termg Rusfurn’s 1,1-miilion
account-holders repaying on
average R1 000 over 24
months is enormous

“It's banking business, but
the banks can’t handle 1t be-
cause furmture retailling 1s
so fragmented It works In
vehicle financing because
the numbers are so much
bigger ”

Mr Austin says he and the
banks are working on a solu-

Rusfurn

Ciwesr

book r1

1Y
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uts the debtors’

Y \.su-ﬁolj

ht with the banks'
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CEOFF AUSTIN Eldest child syndrome Picture COBUS BODENSTEIN

tion that will benefit the en-
tire furnmiture retaiing n-
dusty Rusfurn 1s being pun-
1shed for proneering

“We are suffering from
the eldest child syndrome
We are the biggest, we have
a string of firsts to our cred-
it. We are borrowing short
and lending long and owur
exposure 15 considerable

i g ‘%

------ et alr e ahS

“We regard as triple A 2
customer who repays a 24-
month purchase i1n 30
months Most bankers woula
be in a dead faint because
they have to Prnvide
reserves againstit’

Mr Austin has a promising
plan that will probably be

+ = ~—
fr' i-{‘.‘

announced next month It
entails Rusfurn’s continued
management of the debtors’
hook, but will bring the
banks closer fo the scene

Earher 1n the year 1nves-
tors lost confidence in
Rusfurn because of the Gov-
ernment’s 1ntention to
amend Section 24 of the
Income Tax Act Generally
accepted accounting princi-
ples allow companies whose
tax horizon i1s beyond three
years to adopt the partial
method of providing for
deferred tax

Rusfurn made no provi-
<jons because as the rules
stood the debtors’ book could
continue to grow and delay
indefimtely the year m which
tax eventually fell due

It means that today’s

=, )

shareholders do not pay for
tomorrow’s liability It also
means that the earnings a
share figure 1s higher than 1t
would be if a provision were
made

Mr Austin argues that no-
body benefits from a provi-
sion Shareholders suifer
unduly even though the Re-
ceiver of Revenue gets not a
cent

The downside comes when
the rules are changed The
matter has been clanfied

through Practice Note 13,
which says that the hasis for

calculating allowances must
now exclude finance
charges

“We welcome the ruling
because it entrenches the
principle It means that our
allowance claims will be
lowered and the tax herizon
shortened

“Rusfurn will provide for
tax when 1f hecomes a
hability

“Obviously we will not
have to provide at the top
rate and shareholders need
not worry about a sudden
drap in post-tax earnngs be-
cause 1t W}H he smoothed

L
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Management will do its
best to ensure success It
owns 28% of the grou
Unidev, or rather Senban
owns 22%, and the balance 1s
well spread across the nsti-
tutions and public

Mr Austin says business 1s
tough and extremely com-
petitive  Collections have
actually picked up because
Eenple try to repay debt 1n

ad times whtle not incur-
ring new borrowings

Consequently, sales have
fallen, although the group
decided to tighten 1ts lending
criteria months ago mm ex-
pectation of a downturn

Does Mr Austin regret
having led the management
buyout from Tradegro at
140c a share when the cur-
rent price1s 90c”?

“Only the timmg could
have been better We should
have done 1t years ago,” he
says
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“The R2,5 billion office requl- - qm % 5 . w n m .
gites industry 1s down by about {ry but relies rather-on the for-
R760 milllon, about 30 percent, m m : _ _m OO 3 _ 3 C _ 3 _” tunes of the Informatlon tech-
ﬁmnn %ME EEwu ummnm mﬁﬂ. w 59%%%%&%3 th m Irtually
ure industry alse dropped by L : - r Hingo sa at virtua
about 30 percent,” sald Winky g ﬁmﬁwpﬂ_ﬂmwmwww% . %%w %ww_wm Emonnwmw %:Mn w"ﬂmmmwﬁmwnwﬁ a_m mmw_mzmwwmﬁw%w _mdw?mm mar-  gress’s new offices as well as making Signlticant proilts for  all the company's orders at .&w
Ringo, chalrman of Mathieson  Eupopa, . - .\ - s o . more. op agnn_ﬂw oo H_m_,;nm b qmm ..ﬂﬂm_ mmHEw. Hoechst, shareholders,” said Mr Ringo. moment were for work stations "
& Ashiey Holdings. “With Burepean uification oo ﬁnnw riuniey, Tor gell g e mwmwamm wwﬁ R 8 & long “We have orders for 12 000 The arrival of new embassies  that Ineorporated the use of
The decline In the Industry's  and the comrmon’ fasket ~tha But exoarbd to . Aeist Hyoore 8t r Jmo mmww work statlons on our books at and internatlonal businesses-  personal computers.. .
turnover started In about May  duty structure willfall away 8. market %Eumom m_m ig toibro- ' not Enﬁmzm wwxvﬁ. B E_m m. the moment, but it is Just that would eertainly be a boost for "Haised floors and -hi-teeh’
gt year and Is still eroding In  a lot of companlegare trylng o} "vide immediate’ Teliet b South’ - able they do keop tho produc.  TRrelns aro much thinner,” he  the Indusiry as would thellfting b et My Foming stan-
r #ingo’s opinion. get Into the Europear market.” ~  Afrlcan manufaeturers, * tlon proce: - Bays. i .  aacaec Alr Hngo,
[ domt see mueh Improve- However, the group has had "Entering new markets Is s ¥ H.%% will at ﬁmm,mﬂ provide In his 21 years in the Industry mwmmww it @ﬂw@a@u ,__HE ompetl oratos i1 Shioy’ Holdings
ment In the market for the next o few successful opportunitles  costly business, In the short Work,” said Mr Ringo. Mr Ringo sald he had never (o €0 b F WEIEET nwmﬁmmm. Mumnﬁam In all areas of the in-
year,” he said, In Africa and one person has  term It 18 not necessarlly a  “The company hus never had  5¢on the office furnlture indus- "} Miomr oS BIRREEE ML Wm_ﬂ Jonlo and retayy cruring,
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on Wooltru-D

By Magge RﬂWlE}’Sk _;:' \ JSB'

A big jump m the share prices
of Wooltru and Rusfurn has fu-
elled market speculation that
Wooltru 1s poised to take over
Dion Stores

The Wooltru share price has
Jumped more 600c since May 17
t0 a mgh of R82 while Rusfurn
shares have risen more than
22 percent from 90c¢ to ll0¢ a
share after reaching a high of
120c on May 24 However, that
18 still well below its high of
160c 1n February

Wooltru chief execntrive Colin
Hall yesterday declmed to con-
firm whether Wooltru had en-
tered into negotiations with
Rusfurn

“It 15 pure speculation and I
cannot comment,” he said

Speculation has also 1nvolved
other companies in the Rusfurn
stable, which mcludes Furniture

1on deal

Fair, Harmony, Montanna,
Wanda, PFrasers Farniture,
Arrow and Giddey’s

Geoff Austin, chairman and
chief executive officer of Rus-
furn was not available for com-
ment

Rusfurn reported a five per-
¢ent mncrease 1n earnings to
R64,8 million at the December
1990 interim stage, partly due to
the “mightmarish time” 1t hagd
had with the acquisition of Fyr-
mtiure Fair 1n late 1989

At the release of the mterim
results, Mr Austin said exten-
slve discussions and Investiga-
tions were taking place to re-
structure the group's capital
base

A 138 percent mcrease 1n 1n-
terest charges to R31,7 million
for the six months, he sald, re-
flected funding needs of the
debtors book, which had a gross
value of R1,1 billion

—_—
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HIT BY a full-blown re-
cession and shaved mar- rEE%EtE:g ﬂiﬁﬁi{nr stralf
gms, SA’s higgest office ur,
furniture group Kallen- Bl Helyar, 15 a separate B¢ appomntments,” says }

Green and Mr Helyar w

bach-Hendler has been re-  business unit at arm’s length BETEf]{E group earned its fi

vamped to take advan- from other group operating export teome 11 the vear
tage of greater export ;gmpz;misguasnfalsu?;gtg?m last June through the Off
opportunities fa I?I%t Sroup manu ng subsidiary, which sells m

H, jointly owned by CLILy l dle-market office furmty
Mathteson & Ashley and SA Mr Helyar will have full Otfex sold know-how for §
Breweries’ Afcol and map- responsibility for bottom-line deskmg and storage rang

aged by M&H, 1s to be spiit  Profits and growth, says Mr o a UK manufacturer
o two subsidiaries — KH  Beck But the dramatic dow
Manufacturing, which wll The companys first re- turn m the SA market 2

make and market office fur- sponsibility will he to devel- heavy price cutting meaj
niture for group companies op and manufacture high- that the M&A group reporte
and domestic and export quality products firtly for g 279 drop 1n earmngs fd
markets, and KH Interna- KH subsidiaries AngloDutch,  the year — after compour:
hional, which will spearhead Offex and Officemart and earnings growth of 429
a drive nto markets abroad  then for other SA customers the three Previous years
and for export Def_:t tdlee Interim  stage
1sti Anglo Dutch managing di- emoer 31 the group passe
D Istinct rector Alan Green will take 1ts dividend after 653% fa
M&A group managing di- S additional responsibil- 1o attributable profits
rector John Beck says “This ity for KH International Mr R939 (00 -

will boost out strategy to get -— -—
}
WEEK IN BRIEF-

Inte the mternational office
A SUMMARY of the week’s corporate announcements. r

furniture ndustry and opti-
Mnmilse group resources in man-
ufacturing ”
The quality and price i:}f
u ducts 1s “extreme
compentuer > cxtremely | £ BUMM Anglovaal’s offer to AVF Graup sharehlders js |
Y cepted 1n respect of 0,15% of the shares CMI to raise R100-n
Mr Beck says “The back- lion through convertible preference shares, last day to regis
Ing of a service and profit- 28/6 Tambot1 to raise R60,5-mallion tirough the issue of
oriented group manufactur- shares for 100 at 270c, ¢
lng resource should increase TUESDAY- Gengold anncunces ecortalment at Weltevred
competitiveness Mine MIT and Datakor buy 49% of Tumeplex for R720-mmly
“We have no doubt that the of which R300-mutlion will be equty (-
group, through KH Interna- WEDNESDAY Lenco offer to Compak munorities vpens 21
tional, 1s geared to become a | clgses 12/7 Colombra offers 54¢ a share to Pride members Pri
major player in the world dehsted on 13/6 Eurevest's capital restructure hecomes eff;
office furniture industry ” tive 19/7
Another listed office furn- THURSDAY: RIH scheme meelng 1S on 9/7 Messinag Inve
lure manufacturer, Grant ments prospectus offers 12,49-million shares at 100¢
FRIDAY Tempora to raise R40,5-million, last day to regisi
28/6 Rand Leases warns of negotiations. Crendell members ;
cept HCT's offer 1 respect of 1,25% of the shares
DZI’s assets to be distributed to members DZI will delist D

Andrews Holdings, 15 alsg
penetrate foreign markets
to renounce 1ts rghts to CMI’s offer to 1ts members

KH Manufacturing, under
group operations director

well advanced with plans to
—
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Dion CE fuels rumours of a sale

SPECULATION that furniture group
Rusfurn was set to sell off Dion was fuelle
yesterday by Dion CE Jannie Els \

He told delegates at a Retailing Re!
iies conference that he was currently
“more of an expert on mergers and acqui-
sitions” than on retailing, referring to ear-

P‘

lier reports that fﬂuggﬁgted-wmltru WTB lzéli r

“possiblé buyer ‘i Dion Bt 1916
Dion is orie of Rusfurn’s star performers,
following a rise ‘i’ both Rusfurn’s and
Wooltru’s share prices
Industry analysts said yesterday that
rumours were rife in the market that the
sale of Dion was bemg negotiated with

28

f

MARCIA KLEIN |

Wooltru, but warned that “a lot of red
herrings are bemng thrown around”

Rusfurn CE Geoff Austin said yesterday
his group was considering all options, but
no decisions had been made

Wooltru CE Colin Halk woult not com-
ment on the izsue
,In a statement to shareholders last
month, Rusfurn announced that details of
the restructuring of 1ts funding base would
be finalised by the end of June Rusfurn
was believed to have been negotiating with
its main bank, Senbank, as well as with

Fimansbank




|l

ANIES

Afcol says It expects

to maintain earnings
I}\ﬁml[,["u mARCIA KLEIN (| HY

FURNITURE manufacturers expected to maimntain
earnings next year 1n spite of depressed demand for
durable goods, Associated Furmiture Companies
(Afcol) executive chairman Laurie van der Watt said
In hrs annual report

Continued depressed demand for durable goods in
financial 1992 was indicated by forecasts of no growth
in private consumption expenditure and of mterest
rates remaining relatively hagh.

However, directors expected SA’s major furniture
manufacturer to mamtam attributable earmings in
line with fmancial 1991

In the year to end-March, Afcol’s atiributable earn-
mgs dropped 14% to R40m. Turnover growth slowed
from 21% 1n 1990 to 11% growth mn 1991 to R780,1m.

Generator

Van der Watt said Afcol was 1n a cyclical industry
which was responsive to changes in the rate of con-
sumer spending While the economy had shown de-
pressed growth in real terms, country-wide emolu-
ments recorded a 2% to 3% real improvement,
isulating the furniture sector from the full effects of
the decline in the economy

Private consumption expenditure, the prime gener-
ator of furmture demand, showed a margmally posi-
tive growth 1n the first three quarters of the vear. A
decline was experienced 1n the final quarter.

While managed operations mamtamed:their; level
of earnings at about R21m, difficult tradmg ,pundl-
tions in certamn equity-accounted companiesiled to
earnngs from these investments dﬂehnmg 275%.

Van der 'Watt said m terms of the group’s perform-
ance from 1986 to-1991, its average compound growth
rate m earnmgs and dmdends was 28% a year Aver-
age cumpuund return to shareholders was 22% a year

m

—_—
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I KLEIN I

A MAJOR shake-up at Rusfurn has seen
Geoff Austin resigning his post as CE,
former banker Laurie Korsten takimg it up,
and a proposed rights offer to recapitalise

the group
An announcement 1ssued today said ne-

gotiations on restructuring Rusfurn’s cap-
1tal base ended 1n “a disagreement in prin-
ciple”, the result of which was Austin’s
resignation

Senbank has undertaken n principle to
recapitalise Rusfurn by underwriting a
rights issue, for am unknown amount
Rusfurn had previously announced that the
group was negotiating to restructure its
funding base At the December mnterim
stage, interest charges had risen by 1387
to R31,7m, reflecting the funding needs of
the debtors’ book which had a gross value
of R1,1bn

Directors said yesterday 1t had been de-
cided that no part of the business would be
disposed of, and “management has there-
fore ceased negotiations with all outside
parties with regard to the sale of any
busmess”. Recent market speculation was
that Rusfurn was negotiating with Wooltru

Rusfurn

Share price, weskly close
{conts)

J F M A M JJ
Graphic LEE EMEATON Source INET

for the sale of Dion

Directors also said that the manage-
ment share parficipation schemes would
be restructured to provide management
with positive, performance-related incen-
tives In terms of the R232m management

. buyout from Tradegro in 1989, directors

could increase their stake by 15% over
three years i a performance-linked share
participation scheme, provided Rusfurn
[l To Page 2

S

P\OL 2 S

declared a mimimum dividend of 16c a
share at the June 1990 year-end and de-
clared an inflation plus 5% growth in divi-
dends for financial 1991 and financial 1992

Rusfurn’s results for the six months to
December, 1n which attributable earnngs
grew by 5% to R64,8m, placed 1n jeopardy
directors’ chances of mcreasing therwr
stake

Korsten said his job would be to ensure
that the retailers were supported by the
right strategies and financial structures,
and over the next few months he would be

 From Page 1

“busy gefting my arms around the busi-
ness”

Bankorp executive chairman and
Senbank CE Piet Liebenberg said Rus-
furn’s restructuring would mvoive “a de-
talled investigation” by Korsten, which
would enable Senbank to finalise the terms
of the rights 1ssue

He said a partnership of mator banks
and management had been put together
“to establish a sound financial base on
which Rusfurn can operate”

""—'—l“



Cwn Correspondent

JOHANNESBURG — A major
shake-up at Rusfurn has seen
Geoff Austin resigning his post as
CE, former banker Laurie
Korsten taking it up, and a pro-
posed rights offer to recapitalise
the group

An announcement 1ssued today
said negotiations on restructur-
1ng Rusfurn’s capital base ended
in “a disagreement in principle”,
the result of which was Austin’s
resignation

Senbank has undertaken in
prineiple to recapitalise Rusfurn
by underwriting a rights 1ssue,
for an unknown amount

Rusfurn had previously an-
nounced that the group was nego-
tiating to restructure 1ts funding
base

At the December interim stage,
Interest charges had risen by
138% to R31,7m, reflecting the
funding needs of the debtors’
book which had a gross value of
R1,1bn

_ Drrectors said yesterday 1t had

been decided that no part of the
business would be disposed of),
and “management has therefore
ceased negotiations with all out-
side parties with regard to the
sale of any business”

Recent market speculation was
that Rusfurn was negotiating
with Wooltru for the sale of Dion

Directors also said that the
management share participation
schemes would be restructured
to provide management with
positive, performance-related in-
centives

In terms of the R232m manage-
ment buyout from Tradegro in
1989, directors could i1ncrease
their stake by 15% over three
years m a performance-linked
share participation scheme, pro-
vided Rusfurn declared a mini-
mum dividend of 16¢ a share at
the June 1980 year-end and de-
clared an 1nflation plus 5%
growth 1n dividends for finanecial
1991 and financial 1992

Rusfurn’s results for the six
months to December, 1n which

el

attributable earnings grew by 5%
to R64,8m, placed 1n jeopardy di-
rectors’ chances of 1ncreasing
thelr stake

Korsten said his job would be
to ensure that the retailers were
supported by the right stratepies
and finaneial structures, and
over the next few months' he
would be “busy getting my arms
around the business”

Bankorp executive chairman
and Senbank CE Piet Liebenberg
sald Rusfurn’s restructuring
would 1nvolve “a detalled inves-
tigation” by Korsten, which
would enable Senbank to finalise
the terms of the rights 1ssue

He said a partnership of major
banks and management had been
put together ‘“‘to establish a
sound financial base on which
Rusfurn can operate”

Austin said yesterday that the
proposed rights 1ssue was “a via-
ble solution™, which could wdrk
if there was a big underwriter

He was not sure of his future
plans, but said he “could not ‘?f-

ford to refire yet”
e et —
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Shares lose 3% on

urn sl

BAO AN

\JARKET reaction to néws of a major
shake-up 1n furmture retailer Rusiurn
saw the share losing 9¢ Or 5% 1o close
yesterday at 95¢, testing May's year
low of 90cC —

Rusfurn said yes- ~" e
terday CE Geoff / ot
Austin had resigned © F T
and former banker ,J'" *
Laurie Korsten was |’
replacing him It . PP%my e« ]
alsg proposed 2 K ey
rights offer 1o I¢
capitalise the ¥
group
Although thex
news was generally
not well received by
the markei, ana-
lysts said in its de-
fonce that some- ° ,
thing had to be done N I
to address @ AUSTIN
Rusfurn’s funding problem

An analyst said Senbank — which 18
Rusfurn’sy 1nbank — was worried, and 1t
“had to corie i and do something”

Also, Senbank was one of the only inst1-
tutions involved with Rusfurn which was
big enough to underwrite a rights 1ssue€

The amount to be raised has not been
determned, but an analyst said the R100m
which had been reporied was “possibly
very low”

Analysts said a problem with the rights
offer was that quite a few 1nvesiors —
especially the nstitutions — might not
follow their rights

Umdev, which has a 29% stake 1n
Rusfurn, was not expected {0 follow 1ts
rights Ata current price of 95¢, an analyst
said the rights 1ssue may prove to be quite
expensive for Senbank

Although some shareholders would
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follow their rights because the share was

venture capital market list-
ing on July 25 in the form of
a company, Dinette Indus-
tries, that ntends taking
advantage of the growth
market created by basiC
housing development

The company will make

relatively cheap, an analyst said others | «qinette” tables and chairs

may not want to spend more on an 1nvest-
ment that had not lwved up to expectations

Reaction to Austin’s departure was
mized Some analysts felt he was a good

which will be sold into the
low income market with
demand emanating from
government’s planned

«hands-on” retailer, wiile others felt he | housing development pro-

should not have expanded the business at

the rate that he dd

However, ah analyst said the expansion
of the busmess and of the debtors book was

gramime

“Ths 15 not a luxury we
are making,” former Afcol
director and chairman of

ap mncentive for the management target to | Dinette Jack Cheskelson

be achieved 1n terms of the share mncentive
scheme, and a more realistic scheme — as

has heen proposed by Senbank —

lead to a tightemng up of the business
This could mean that 1n the short term
" Rusfurn would need to get 1ts house 1n
' order i terms of financibg and controls on
* the granting of credit This contrac

tion of

said last mght “We are
selling a basic product to a
low income mass market "

The only reason for the
Isting 15 to allow a 30%
mvestment from foreigh
backers who would normai-
ly have to wail about sIX

could

the business would result 1n low growth 1n | months to mvest if 1t was a

the short term
With this 1n mind,

shake-up came at the worst time, with { R2.9m in the 1ssue 1n a pri-
furniture sales dropping off sharply, and ; vate
with expectations of a bad year for the | R26m has alread ;
furniture ndustry Analysts expected a de- ’ s already 0eEl
cline m earmngs for the year to end-June

Austin and Senbank was either over hum
wanting to sell off assets, meluding Dion,
or he may have been pushing to sell the
debtors book to a consortium of banks and

take 1t off the halance sheet

Although the proposed recapitalisation { months to June 1991 was

of the group would help, this was a

term solution With debtors remaining on
the balance sheet, the risk would remain
and there was the possiblity that Rusfurn
could find 1tself with a similar funding
problem a few years down the line, an

analyst said

private company |
The company 1s to raise

placing More than

raised from friends and rel-,
atives 1n SA and abroad

SYFRETS Growth Fund’s
total return (capital plus 1n-
come patd) for the past 12
short- | 28,98% The compound an-
nual return was 33,64% for
the three-year period ended
June, not for the 12-month
period as mcorrectly stated
in Business Day yesterday
The error 1s regretted

By William Wells and Jack Lindstrom:

STRENGTH L=

e
Syfrets fund

list on the J E\
npRew GILL{ 15
JSE 1s set for a nNeEw
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MARKET reaction to news of a rnajor
shake-up in furmture retailer Rusfurn
saw the share losing oc Or 5% to close
yesterday at g5c, testing May's year

Rusfurn said yes- Aﬁ e
terday CE Geoff # . ; *,

Austin had resigned
and former banker .
Laurie Korsten was | y
replacing m It b
also proposed a

rights offer to re- .

F’”"i‘*-a
|

capitalise  the’ o i
group X ;?ﬁm--wé S
Although the E 1 / -
news was generally e : "3
not wellreceived by ¢ -7 s "4 :
the market, ana- / .
lysts said in 1is de- A .
fence that some- ST Aﬁ - A
thing had to be done 4 F ,
{o address @ AUSTIN

Rusfurn’s funding problem

An analyst said Sepbank — which 1S
Rusfurn’sn in bank — was worried, and 1t
“had to corie 1n and do something”

Also. Senbank was one of the only nsti-
tutions involved with Rusfurn which was
big enough to underwrite a rights 1S3u€

The amount to be raised has not been
determined, but an analyst said the R100m
wluch had been reporied was “possibly
very low”

Analysts sawd a problem with the rights
offer was that gute a few mvestors —
especlally the nstitutions — rmght not
follow their rights

Unidev, wihich has a 99% stake 1n
Rusfurn, was not expected to follow its
rights Ata current price of 95¢, an analyst
said the rights 1ssue may prove to be quite
expensive for Senbank

Although some chareholders would

EXECUTIVE SUITE

]

ilul n\ >
iy

BUSINESS DAY, Thursday, July 4 1891

follow their rights because the share was
relatively cheap, an analyst said others
may not want to spend more on an ivest-
ment that had not lived up to expectations.

Reaction to Austn’s departure was
mixed Some analysts felt he was a good
“hapds-on” retailer, while others felt he
should not have expanded the business at
the rate that he did

However, an analyst said the expansion
of the business and of the debtors book was
an incentive for the management target to
be achieved 1n terms of the share incentive
scheme, and a more realistic scheme — as
has been proposed by Senbank — could
lead to a tightemng up of the business

This could mean that 1n the short term
Rusfurn would need 10 get 1ts house 1N
order 1n terms of financing and controls o
the granting of credit This contraction of
the business would result in low growth 1n
the short term

with this 1n mind, analysts said the
shake-up came at the worst time, wiih
furmture sales dropping off sharply, and
with expectations of a bad year for the
furniture industry Analysts expected a de-
cline 1n earnings for the year to end-June

Analysts said the disagreement between
Austin and Senbank was either over him
wanting to sell off assets, including Dion,
or he may have been pushing to sell the
debtors book to a consortium of banks and
iake 1t off the balance sheet.

Although the proposed recapitalisation
of the group would help, this was a short-
term solution With debtors remaining o1
the balance sheet, the risk would remain
and there was the possibihity that Rusfurn
could find itself with a similar funding
problem a few years down the line, an
analyst said

By William Wells and Jack Lindstrom
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JSE is set for a new

venture capital market list-~
ing on July 23 n the form of
a company, Dinette Indus-
tries, that intends f{aking
advantage of the growth
market created by basiC
honsing development

The company will make
«qinette” tables and chaurs
which will be sold 1nto the
low ncome market with
demand emanating from
government’s planned
housing development pro-
gramme

“This 1§ not a luxury we
are making,” former Afcol
director and chairman of
Dmette Jack Cheskelson
said last mght “We are
selling a basic product to a
low mcome mass market i

The only reason for the
histing is to allow a 30%
wnvestment from forergn
backers who would normal-’
ly have to wait ahout SIXi
| months to invest if it was a.
private company

The company 1S to raise
R2.9m 1n the issue 1t & pri-
vate placing More than
R2,6m has already beeni
raised from friends and rel-;
atives 1 SA and abroad

Syfrets fund

SYFRETS Growth Fund’s

total return (capital plus in-
| come paid) for the past 12
months to June 1991 was
98.93% The compound an-
nual return was 33,64% for
the three-year period ended
lJune, not for the 12-month

perlod as incorrectly stated
in Business Day yesterday
The error 1s regretted
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SUPER/ STRENGTHS WEACNESEES DMORROW, WHEN THERES MORE TIME




RUSFURN v 5|11 @

CHA

Nl

As expecled, a restructuring has been an-
nounced for Rusfurn, but a major surprise 1s
that 1t will include a rights 1ssue of at least
R100m Chairman Geoff Austin was firmly
s€t agamnst a rights 1ssue and so he has
resigned on principle He has been replaced
by former Corbank head Laurie Korsten, a
long-term business associate of Pret Lieben-
berg Korsten says he will acquire a mean-
ingful personal stake for cash in the business

Korsten and Liebenberg had conciuded
that Rusfurn needed to be recapitalised and
that 1t should not sell assets Austin says he
had been talking to Wooltru and Prefcor
about the sale of the Dion charn in particular
and he did not consider it appropriate to
break off these talks

Austin has been the only casualty of Sen-
bank’s decision to insist on a rights offer Ian
Sturrock remains as chief operating officer
Financial director Mervyn Gerszt says a
press statement that Korsten enjoys the sup-
port of management s entirely accurate.

Korsten says he will leave the trading to
the retailers and concentrate on finding the
right strategies and financial structure He
will remain chairrman of a committee to
Investigate government pension funds (FM
June 28) Korsten maintamns that Senbank
has no intention of taking control of Rusfurn
but as the bank which 1s underwriting the
rights 1ssue, 1t 1s likely to acquire a sizeable
chunk of equity

“We must look at the structure of the
group before I reach any firm conclusions,”
he says. “There 1s a strong possibility that
the financing activities will be formed 1nto a
separate profit centre, or even a fully fledged
furniture bank >

Korsten says he will restructure the man-
agement incentive scheme Under the origi-
nal conversion scheme, management had the
right to acquire 15% of the equity over three
years, provided a dividend target of 16¢ a
share was met i June 1990 and dividend
growth of 5% above inflation was recorded 1n
1991 and 1992 In the December 1990 inter-
im, Rusfurn grew earnings by just 5% and
the task of meeting the share conversion
conditions now looks 1mpossible In certamn
cases, the personal debt of the directors has
become a serious burden as the profits have
wilted

Korsten says there 1s a serious conflict of
Interests when a management share incen-
tive scheme 1s based on a short-term increase
in profits Growth 1s chased at the expense of
the long-term financial health of the com-
pany “If profits are being chased in the
short term,” he says, “the asset management
often slips ™

In the chase for profits, Korsten says,
tnsufficient tax provisions are made Rus-

m

NGE OF COURSE

furn makes no provision for deferred tax
under Section 24 and Korsten says 1t 1s
important to make such provisions tn future
However, Austin pomnts out that the incen-
tive scheme was received enthusiastically by
Institutional tnvestors at the time Even the
institutions did not predict the depth of the
recession

Rusfurn was forced to reverse 1ts growth-
chasing policy when debtor collections
proved a problem In the July-December
period turnover grew by 22%, on a par with
Amrel but well below other Listed competi-
tors Morkels, JD Group and Ellerines, these
all hfted sales by over 30% Rusfurns
finance charges ballooned by 138% and EPS
grew by a paltry 0,3% — way below Eller-
Ings’ nterim increase of 27%, JD Group’s
40% and Morkels’ 63% (both full years)

The stock market has not given Rusfurn a
vote of confidence erther The share shid from
160c a year ago to 90c when the interim
results were announced, though 1t has recov-
ered to 105¢ This gives a pe of just 1.9
With the debt burden removed, a rerating
could follow

Ironically, Rusfurn’s future 1s once more
being guided by Saniam Management was
keen to leave what they considered the stult-
fying hold of the nstitution during the
MBO Austin will not comment, though he 1s
obviously despondent “My personal feelings
should not matter,” he says. He contimues to
hold 7m share (about 4,7%), which he says
he will sell only if he can acquire a business
which he can control Stephen Cranston
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By DAVID CARTE

GEOFF AUSTIN, ousted this
week by Senbank as managing
director of Rusfurn, SA’s
largest furmture group, says his
biggest mistake was the pur-
chase of Furngro for R60-
rmllion cash

“We bought shares through the

market on the strength of financial

statements audited by Pim Goldby

“We had no warranties from the
Hammerschlag family, the sellers
After the purchase we discovered the
debtors book was rotten We were look-
g al wniting down profits by R20-
mulion to Ri-mulhon and sharehold-
ers’ funds by R40-million

“At the same time we acquired R115-
million of additional habilities That
played havoc with the debt ratios”

Before he left, said Mr Austin,
| Rusfurn was considering a legal action
agammst Pim Goldby
| Mr Austin said the rest of the group
was 1n basie good health and could have
done well had a “win-win” proposal he
put to Senbank been accepted

Facility

But alarms bells rang amnong certan
bankers when Rusfurn’s exposure to
them approached R1vn-million (total
debt exceeded R330-mullion at end De-
cember) He beheved Rusfurn’s exces.
sive debt and too-low equity could be
remeded by selling assets and by mov-
Ing the debtors book mto a “furniture
bank”, which could carry the books of
all furmture retailers

“Once a bank 1s lending to a furmiture
trader 1t 1s i for good The debtors book
will keep growing and always need
funding Our bankers balked at our sug-
gestion that our facihty should rise by
the inflation rate ”

Intially, while Henme van der
Merwe was runmng Senbank, there was
some interest in the furmture bank pro-
posal But after Mr Van der Merwe left
to jomn FSI, Bankorp chairman Pret
Liebenberg took over Senbank He
asked former Volkskas Merchant Bank
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LAURIE KORSTEN You grow broke

and Corbank managing director Laurte
Korsten to examme the proposal

Mr Korsten told Business Times “In
the furniture business you don’t £0
broke You grow broke It's all very well
to push credit sales, but you must em-
phasise cash profits

“Previous management had been less
than conservative with 1its accounting
policies, particularly in not providing
for deferred tax

“After looking at the numbers and
before I had set foot 1n Rusfurn I came
to the conclusion the company needed a
rights 1ssue of at least R100-mullion I
also thought it would be a mistake to
sell good assets, such as Dion

“Pret asked me to move 1n and take
over Isaid I would on condition that a
substantial rights 1ssue be underwrit-
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ten, that I be permitted to acquire equi-
tﬁ and that I be autonomous. He accept-
e

“1 have hardly visited the premises,
but since meeting the top men, I have
been impressed with the qtuality of man-
agement Ian Sturrock, the managing
director, is an outstanding trader’

Mr Austin’s management team holds
287 of Rusfurn’s equity, but owes about
R60-mullion for the shares,

Management is 1n no position to fol-
low a large rights 1ssue Nor ig cash-
strapped Umdev which holds 22% of the
equity

Management and Umidev are at the
mercy of Mr Korsten He and Senbank
can determine the size of profit and
asset write-downs and the terms of a
rights 1ssue Mr Korsten waili acquire his
shares at the written-down price

Mr Korsten has other heavy responsi-
bilities and will act 1n a non-executive
capacity once Rusfurn 1s recapitalised
He 15 chairman of a commuttee charged
with appointing new managers of the
five State pension funds with assets of
many bilhons

In addition, with a partner, Don
Woods, he owns a busmess empire,
which makes R10-milhon a year before
tax One of his companies 1s the distrib-
utor of Seama trucks mn SA

Helm

While building up his personal for-
tune 1n the 1970s, Mr Korsten had a star-
spangied career as chairman of Volks-
kas Merchant Bank For 10 years, VMB
grew at more than 20% a year

He resigned and soon afterwards took
the helm of Hill Samuel merchant bank
shortly before 1t disinvested He took
over and South Africamsed H:ll Samuel,
renaming 1t Corbank

The bank’s performance was any-
thing but spectacular Mr Korsten says
he did not realise that Fall Samuel SA
was virtualy bankrupt when he moved
in Last year, Corbank was sold to Pi-
cardi Group’s Cape Investment Bank
for R22-miilion Pickard on-sold it to
Investec at a profit

Corbank was thus unconnected with
the collapse of Cape Investment Bank

Mr Austin says he will take a holiday
before trying to build up a business of
his own




HE R50m plunge 1n the
market capitalisation of
furnmture group Rusfurn on
news of the resignation of
chairman and CE Geoff Austin
could 1n a sense he taken as the
value the market placed on his

Services
But this thought aroused no jubila-

tton tn Austin as he spent one of his
last days emptying his drawers and
shelves as he prepared to vacate the
Rosebank office he had occupied for
five-and-a-half years “This 1s a very
sad day for me and I am leaving with
intense regret,” he said

Austin moved 1 as CE of what
was then the furniture division of
Kirsh Trading Group in February
1986 The groups troubles were re-
flected 1n a R30m loss for the year to
June 1986 on turnover of R300m
Four years later the group that was
to become Rusfurn reported earn-
ings of R90m on turnover of R1,1bn

Proud of this achievement, Austin
15 keen to clear up misconceptions in
the marketplace that his departure
1s a signal that Rusfurn 1s experienc-
mg renewed difficulties “Funda-
mentally, there is nothing wrong
with Rusfurn It is profitable, well
managed and ready for long-term
earnings growth The only problem
has been tc secure a long-term fund-

ing base”

hat problem, according to Aus-
tin, was within a “hair’s breadth” of
being resolved towards the end of
May when events suddenly took a
dramatic new turn Rusfurn had
been working closely with former
Senbank CE Hennie van der Merwe,
who had overseen the management
buyout from Tradegro in October
1989 The buyout gave management
a 28% stake 1n the group wihile Sen-
bank ended up with an eventual ind:-
rect holding of 22% through 1ts back-
ing and interest in troubled Umdey
At this crucital powint, Van der
Merwe was lured away from Sen-
bank to join F'SI Suddenly Rusiurn
had to deal with new people at Sen-
bank with different 1deas At the end
of June the new Senbank team sur-
prised Austin by presenting him with
radically different funding proposals
— 1ecluding a rights 1ssue — than
had previously been arranged
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MERVYN HARRIS

Rusfurn was the first in the furni-
ture industry to be it by funding
problems because of 1ts growth The
debtors book 1s made up of 1,1-mil-
lion customers each owing the com-
pany an average of R1 000 with the
consequent enormous adminisira-
tlve burden

But, said Austin, another stum-
bling block had arisen which made 1t
necessary to reconsider the method
through which furmiture retailers

That day Austin hurriedly called a
board meeting at Rusfurn But Sen-
bank held all the cards and Austin
felt 1t necessary to resign “It was
not an easy decision There was mor-
al pressure on me to go, and as I
could not support what was being
done, I felt 1t was n the interests of
the company that I should go”

The problem with Senbank could
be traced back to its merger with
Trust Bank The merger meant Trust
Bank people who had supported Rus-
furn were replaced by new players

The dispute over funding nvolved o ] N
divergent visions of how a gilant re- mm } .
taling group with “first world” tech- - .
niques could act as a go-between to k.m
lend money to “third world” custom- £ 0 A
ers 11 the emerging SA Rusfurn,
with an exposure of R600m to et
various banks, had become too big
for banks to handle in the wake of the “
promulgation of the Deposit-Taking
Institutions Act which made banks
wary about the amount lent to a mﬂ.

particular clent ,
For five-and-a-half years Austin

had argued for the establishment of

a furniture bank — a vehiele to lend

funds to consumners at the bottom

end of the market to buy durable 4

goods Furmture groups are current-

ly both banks and traders Austin

beheves these functions should be
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separated and a furniture bank could A o’
carry the R5bn to R6bn in HP now e
reluctantly borne by retailers (1 AUSTIN
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Funding dispute
forced Rusfurn CE
reluctantly to quit

fund their debtors’ books Banks be-
came reiuctant te finance “third
world” (that 1s, black) customers be-
cause they had burnt their fingers
lending to blacks, particularly in the
housing arena

This nervousness had spilled over
into the furniture ndustry “But
banks tend to forget that the furni-
ture industry has been 1n this market
for 40 years and knows how to handle
1it,” Austin said

However, 1t would be 1dle to pre-
tend that only endogenous factors
hke internal financing hampered
Rusfurn The Deposit-Taking Institu-
tions Act, which became law in Feb-
ruary, and the lengthy period of high
Interest rates during a deepening re-
cesston also played thewr part The
Act drew certain guidelines on the
exposure of banks tfo 1ndividual
clients With its high debtors’ book of
R1,1bn Rusfurn obviously came un-
der scrutiny, although the book was
given a clean bill of health by inde-
pendent auditors

Unt:] December 1990, the furniture
industry remained buoyant, but
somebody switched off the lights 1n
Janunary Sales were affected be-
cause many consumers had appar-
ently not received bonuses and wage
Increases, amid rising retrench-
ments Customers became fright-
ened and purchases dwindled

When an economy declines, inter-
est rates usually drop as a compen-

sating factor Delay 1n doing so dur-
ing the 1985-6 downturn, resulted 1n
interest rates gomng as low as 12%
from the 25% peak before economic
activity picked up Like a growing
number of other businessmen Austin
reckons there 1s a danger the au-
thorities will again leave 1t too late
before they lower rates and resusci-
tate an ailing economy

Austin believes that trying to
bring inflation down to single digit
figures 1s a pipe-dream The pursu-
ance of a prolonged and sustained
attempt to do so 1s more hkely to kill
the economy SA will have to learn to
live with a measure of inflation In
other words, current Reserve Bank
policy 1s another example of apply-
ing First World principles to a Third
World situation

Rusfurn also had to deal with a
major problem at Furngro which
was acquired about two years ago
Austin admuts 1t was a bad buy and
involved massive write-offs But he
says the problems have been sorted
out and the company is back on the
profit trail

These various factors combined to
hmit Rusfurn’s growth in attribut-
able earnings t0 5% 1n the s1x months
to December — blocking an innova-
tive performance-linked scheme 1n
which management could increase
its stake 1n the group if an inflation
plus 3% growth in dividends was de-
clared in financial 1991 and 1992
Austin saw this as only a temporary
hiccough in the group’s growth which
would disappear once funding prob-
lems had been solved

here 1s a percepticn 1n the mar-
ket that Austin’s attempt to intro-
duce new methods of funding could
have been stifled by the institutional
mentality of ultimate controlling
shareholders, Sanlam Successful re-
tailing groups thrive on an en{repre-
neurial approach and 1t 1s no coinci-
dence that Pick 'n Pay, Pep, Wooltru
and Edgars are not controlled by
mnstitutions
Austin has no specific plans at pre-
sent He has a restraint of trade
agreement m furmture retaiing but
could be interested in turnaround op-
portunities where he can repeat the
spectacular about-turns he achieved
at Rusfurn and Dions
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IT TAKES a brave entre-
preneur to go to the JSE
for the listing of a new
furniture manufacturing
company when the coun-
try1s in the grip of a reces-
sion and consumer spend-
Ing 18 under vice-like

pressure

But furniture industry
doyen Jack Chaskelson, who
retired from market leader
Afcol five months ago after 35
years in the busmness, 15 confi-
dent that he’s on a winner

1t helps that Mr Chaskelson
1s not seeking funds from the
public The R2,9-million to be
raised through the offer of
shares 1n Dmette Industries 15
already commmtted and the
histing was thought to be ne-
cessary to free blocked rands
and financial rands pledged
by foreign residents and to
create a market for the
shares on the JSE

The company will be mn di-
rect competition with Afcol
and about 10 other smaller
manufacturers in the highly
competitive “dmnette” field —
tables and chairs for the
IMAasses

“The first thing a family
wants after a house and beds
s a table to eat off,” says Mr
Chaskeison “We will stick
rigidly to the niche we have
1dentified But I am confident
we will be the main player
our sector within two years”

The market s worth about
R65-mallion a year at factory
prices, but Dinette’s backers
Say 1t 18 hard to guess the
growth once a black housmg
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programme takes off

Mr Chaskelson, a founder
of the Kaistar furmture com-
pany whick was taken over by
by Afcol 1n 1973, was tempted
out of retirement by the op-
portumty he saw in making
and supplying tables and
chairs to the five hig retail
groups

He started planning 1n
April, recrmted a heavy-
weight management and
director team and the first
furniture will leave the new
factory 1n Roodepoort at the
end of August

Mr Chaskelson, who retired
as deputy chairman of Afeol
after 17 years with the group,
says "I wasn't content to go
fishing at Emmarentia Dam
I believe there 1s an opportun-
ity in the market and went for
i”

Forecast

Former Afcol chairman
David Lubner 15 2 major
shareholder and director
Other former colleagues Jan
van Niekerk amd Ronald Torf
will be managmmg director
and production director

Dinette will be listed on
the Venture Capital Market
hecause it has no track
record

“But we are not a greén-
freld operation,” says Mr
Chaskelson “We know the
busmess we are gomg 1nto
from A to Z”

JACK CHASKELSON Going for 2 gap Picture

Dimette will amm to pro-
gress to the DCM 1n the mini-
mum two years and then
move to the main hoard two
years later

Dinette forecasts an at-
tributable loss of R23 000 on
turnover of R17.6-rmillion 1n
s first 10 months to June
1992 The following year
should produce profits of
R762 0060 on turnover of
R25.3-million and m 1994
there should be profits of
R1,1-million on sales of near-
ly R30-miihion, according to
the prospectus Dinette will

s S e S
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be Listed from July 25

“We have been very con-
servative,” says Mr Chaskel-
son “We believe the market
will follow the growth
housing development and
that this sector will grow at a
greater rate than others ip
the consumer durable
market

Dinette will be a lean
operation, says Mr Van
Niekerk “We will have a
headquarters staff of five
Everyone will be involved 1n
every effort, from production
to marketing ”
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Gomma
second ™
'S
merger

"By JULIE WALKER

GOMMAGOMDMA :has bhe-
come South Africa’s second
largest ‘maker of furmture
after the merger with Cape-
based*Bakker & Steyger

Gomma, based:at Ga-
Rankuwa, near Pretoria, has
been m the lounge suite and
reclimng chair business for
almost 60 years The 53-year-
old Bakker & Steygéer’s range
of bedroom furmture, wall
unts, dining suifes and occa-
sional furmture is comple-
mentary and has equally
strong brand names

Gomma is 51% held by the
histed Decovo, which also
owns 27% of a cement fac-
tory 1n Namibia

The balance of Gomma 18
held by Wesco Investments

Decovo bought conirol of
Gormma 1n 1989 and.the fac-
tory was moved from Johan-
neshurg fo Bophuthatswana

The' cost of moving took
care of last year’s profits, but
management 18 confident of
an ymprovernent this year

A rights issue 1n Decovo of
R116-miilion wiped out debt
and the shares were consoll-
dated one for five

A mullion shares are being
1issued to the seller of Bakker
& Steyger at 400c — a premi-
um of more than a rand to the
ruling price

Efiports
238 1191
Decovo chairman Michael
Delport says consideration
was given to the asset value
of Bakker & Steyger, 1ts R24-
million turnover and the syn-
ergies arsing from the deal
1n arriving at a buylng price

“We bought good manage-
ment as well,” he says

Both groups use the same
auditing firm, which effected
the ntroduction ¥

Combined turnover of the
merged group should top
R75-million It 1s now,able to
furmsh homes andé hotels
completely Exporis will be
helped because Bakker &
Steyger 1s at the coast

Mr 'Delport expects an-
other tough year with*con-

pressure But he behevesTur-
mture ‘will enter a jgapid

sumer spending stiil "imdej

srowth phase as hou ai‘es,'
built, .pay packets gr;F ﬁ!ldg

the economy picks'up.’

be quoted on the JSE, biftswa
delisied t}ﬁ?ﬂ ;;} o

@ Bakker & Steyger us’édr]:‘t%

E
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Gomma ponders move into mattress sectbr

FURNITURE manufacturer Gormnmagom- " . '

ma’s (Gomma’s) next logical move would l._ 1"""""""""M.‘?'"'F"":.""‘ﬂl
be nto the mattress mdustry but manage- In the recent acquisition it was Decovo,
ment was giving full attention to the and not Gomma, that 1ssued shares as part
recent Bakker & Steyger acqmsmungh%) of the price paid to Bakker management n

Markus Jooste said yesterday order to keep control of Gomma Jooste
As a result of the purchase of the wood sad the Decovo camp had a “strong pref-
furniture manufacturer, Gomma now erence” to issuing shares rather than pay-
manufactured everything — besides mat- g out cash because they wanted a com-
tresses — 1n the furmture mndustry mitment from Bakker’'s management
But Jooste said it would have to start which now owned 8% of Decovo However
from scratch 1f it were to enter the mat- 1 the transaction Bakker management
tress market as the only other local manu- settled for Decovo shares at a 43% preml-
facturer was Afcol f3{ D&~] 30[1[‘[4 um to the market value
Gomma'’s turnover could surpass R76m Jooste said earnings prospects were
in the current fiancial year, he said. But  gooed now that the new GaRankuwa furni-
he was not prepared to predict earnings as ture operation and the Namiban cement
“we are still working out what finaneial  venture, held 27% by Gomma, were oper-
effect the synergy benefits of the Bakker ational
acquisition will reahse for us” Jooste was particularly bullish about the
Comma 18 controlled by the JSE-hsted latter investment because, as the only
Decovo Some 90% of Decovo 1s owned by ~ cement producer m Namibia, it was well |

Jooste and directors Johan Willemse and  placed for any growth to mirastructure in
Michael Delport Namibia and Angola
T P —
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FURNITURE COMPANIES

Not

books, which
the market Furnst

IS Wity therr debt levels wor

Strongly Convent;o
ure retailers lend to cus-

nal wisdom aboyt furn;-
ture sales — ap4 profits — sufr, €ring severe]
tomers who often cannot obtap financig | 1n, recession was turped On 1ts head Theye
are not comparable 1o an rom banks oreover, risk does pot Just 1 was substang;,)
other type of pusmess———they have both shop | ange from bad de U — furmture
and bank functiong
The discount o

» like the 1990 (see &raph) Attributap
durable 800ds market as » whole, {5 3 cyelical | furmt
n furmtyre shares 15 sycpy

le earnines of
Ure¢ companies have recently heid
ture purchases are usually { wej (see table) with Ellerines Morkeis and
roup, now Prefcor, wij mong the first to pe Postponed during ecg. J Group 3] showing substantial yeg]
C relisted on the mov: hghly rated Retajlers nomuc downtyrpg growth 1 €arnings,
& Wholesalers sector Yet fecently furnityyes S
Furniture traders carry theyr own debtors’
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ments of the burgeoning black market would
insulate furmiture traders from economic
downturns Construction of hundreds of
thousands of low-cost houses would add fur-
ther to their sales. Recent evidence shows,
though, that the consumer recession was
simply postponed The industry 1s battling
and major retailers confirm that sales are
down 1n real terms Beares 1s the only excep-
tion at this stage

The downturn has claimed its first victim
in Geoff Austin, chairman of Rusfurn, who
was unable to meet the cash-flow require-
ments needed after the management-led
buyout The market 15 expecting no more
than flat earmings from Rusfurn

Austin says debt capacity of individuals
had been bwilding up since the 1984-1985
collapse of consumer spending There had

Looking for value

been no real growth 1n furniture sales since

then and consumers have been waiting for a
dechine in inflation and interest rates Last

year 1t became clear that rates would not
come down substantially

The decistve vanable tn furmture sales 1s
not interest rates as such Restrictions on HP
terms are the key factor The recent boom
was boosted by the relaxation of tough terms
on TV and audio in March 1990 A previous-
ly static sector of the market took off Sales
of audio equipment last year increased by
51% and TVs by almost 24% But further
relaxation in these restrictions 1s unhkely
this year, so this factor was a one-off

Perhaps, if the furniture boom had contin-
ued for the rest of the year, reratings would
have been justified But compames need to
show sustained earnmings growth over time

Take for example the two best rated shares
Amrel lost 11c¢ a share back in 1986, Eller-
ines had an earnings decline in 1988, fol-
lowed by some fairly pedestrian results, be-
fore taking off in the last two-and-a-half
years Ellerines, at least, cannot complain
| about the run it has enjoyed over the last two
years

The rating of furniture compames was
clouded to a large extent by uncertainties
about their tax position Under the old Sec-
tion 24 allowance, furmture traders effec-
tively paid no cash tax as long as their
debtors books continued growing They were
able to offset the uncollected portion of
a contract against any tax due This enabled
companies like Rusfurn not to show any tax
on their imncome statements

Government made 1t clear that changes to

Key statistics from the leading furniture retailers .

Turnover % Operpa::;'uﬁgt % Qperating Stock Debt/  Interest E[;'g?grg: %o Tax Return Market pe
(Rm)  change R change  margin turn equity COVET o change EPS  change rate  onequity cap {Rm) ratio

AmrelF (March) 1031
311

Ellerine! {Feb)
JD GroupF (Dec) 647

516 353

16 6 1347 nil na n &

Morkels® (March) 268
Rusturn! {Dec) 849

28 4 26 3

1086 49 128 4372

F = full year results | = ntenm results  + = for the last full year = annualised
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LEADING ARTICLES

the allowance were 1n the offing, which could |

have spelt disaster for those companies not
providing for deferred tax But the eventual
decision was not so devastating — 1t en- |
trenched the principle of a deferred tax
allowance but now excludes finance charges
from the calculation So 1t s more likely that |
retailers pay at least some cash tax Never-
theless, there 1s a2 phasmg-in period of four
years, after which furmture traders will be |
paying on average about 22% of earnings 1n
tax All are more likely to pay tax, making
their results more comparable n future |

A furniture retailer, in particular, cannot
afford to grow too fast Increased turnover
leads to more debt As a rule, every rand of |
turnover adds 70c of debt to the balance
sheet It 15 possible to meet a high earnings
target in the short term on paper, manage-
ment can reduce bad debt provisions, slacken
credit granting requirements and gear up for
the enlarged book In the longer term, this 1s
not in the best interests of shareholders

“We would love to increase our sales even
more but cannot afford to,” says Amrel MD
Stan Berger “Those chains with a clean
debtors’ book should expand, but then only
gradually We have had to cut back on sales
at the Tip Top/Trangle chamn and I am not
prepared to pump money 1nto a potentially
unsound book I believe 1n taking knocks now
and not later ”

Berger had the unenviable task of cleaning
up Amrel, which had over-expanded and
chased short-term sales m the mid-Eighties
Amrel’s EPS growth has been restricted be-
causc there have been conservative debt
write-offs and store openings at no more than
a snail’s pace But along with Ellerines, Am-
rel 1s the only histed furniture chain able to
pay dwidends out of cash flow this year

Ellerines was for years considered too con-
servative It has always provided fully for
deferred tax and has not made an acquisttion
since 1t bought Rheingold from OK Bazaars
in 1974 It has very lngh bad-debt provisions,
1n excess of 33% Says director Sidney Eller- |
e “We have not grown in fits and starts —
we have expanded consistently > But 1t 1s 1n
the enviable position of being ungeared El- |
lerines 15 unquestionably the king of black
market furniture retailers

The market 15 difficult The average |
length of an Ellerines book 1s 30 months,
about twice as long as the average book In
the upper-income market, though Ellerines I
has managed to factor this nto 1ts system
and sti]l remain extremely profitable Eller-
ines’ collection rates have not suffered from
imcreased unemployment because the ex- |
tended famuly system in black households
ensures debts are paid

Only recently has Ellermes moved into the

upper-income market through its FurnCity e

chain

In the furniture business, the temptation
to turn on the taps 1s often too great Rusfurn
stands out as a sobering reminder of how
quickly results can turn It was loved by
institutions when 1t increased EPS by 55%,
beating the ambitious targets set at the man-

I ey
_r.-. 1_.--! " . .'..u!
T AT T
JEE TS
I L
SR PP

28 » FINANCIAL MAIL = AUGUST = 2+ 199]

v 2ikl4l

agement buyout, but by the interim stage
EPS was static and gearing ballooned to
150% There 1s some concern about Morkels,
which appears to have been chasing turnover
(FM July 26) but which does provide fully
for tax

Annual reports of furmture retailers al-
most mvariably extol the improving quality
of their debtors books Argues J D Group's
David Sussman “We tend to be tamnted by
perceptions of the mdustry We can only
prove our worth by a consistent track record
We have a very modest expansion pro-
gramme and watch gearing very carefully »

Companies with atrocious books can make
paper profits After Rusfurn acquired Furn-
gro 1t said that up to 50% of the book was

uncollectable It was forced to rein 1n its own
turnover growth because of debt worres

rsal furniture and
appliance chains

Monthly growth
Percent change,
same mDnth of
previous year

Black furniture ang |
appliance chains

Monthly growth |

Percent Change, |

¥ o @M MONth of
¥ Previous vear

==
NS
g

Source RETAIL LIASON COMMITTEE

Austin’s aim was to persuadef binks to
start a furmture bank along the lines of
Wesbank, which would enable traders to sell
for cash with the institutions funding the
purchase Rusfurn MD Ian Sturrock says
the risk 1s still too high for banks and will
remain so until banks can charge interest
rates higher than the present 31%

Joint finance compamies are at best only a
partial solution The two best-known are
Okfin and Amretfin, but they represent a
sharing and not a reduction of risk Berger
says Amretfin does not make 1t any easier for
the group to expand “Each cham 1s still
responsible for the quality of its debtors
book,” he says

Amrel financial director Bruce Sinclair
says that Amretfin was created to separate
the two distinct functions of the furniture
retailer, selling and banking Cynics say that
the jont finance company 1s designed to
make a balance sheet look more sound — but
Sinclair says Amretfin’s balance sheet 1s
disclosed 1n the notes of the Amrel annual
report Argues Morkels financial director
Terry Simon “Joint finance compames have
httle operating benefit for the retailer who
still has to grant credit, collect the book and
bear the credit risk ”

Prefcor’s FirstPref arrangement with
First National Bank does go further It limits
Prefcor’s risk to 25% of the cash and, m the
event of failure, Prefcor 1s at nisk only as far
as 1ts own loans to the business, FNB for the
rest Prefcor deputy chairman Hymie Sibul
says “FirstPref 1s a partnership and not a
financial manipulation The competition are
trying to play it down because they were
caught napping”” But Prefcor stll has to
carry credit infrastructure in 1ts stores, and 1s
a long way from the car financing system

Brokers are starting to recommend a few
furniture companies as medium-term buys
Results over the next 12 months are expected
to be generally flat Credit granting proce-
dures have been tightened up 1n most of the
larger retail groups, which will at least have
reduced risk Moreover, a fall in interest
rates will have immediate benefits HP con-
tracts which have already been written will
still be charged at old rates but the com-
pantes’ own borrowings will be at a lower
level Ellermes 1s considered worth holding
but may be coming to the top of its present
run As Ellerines 15 ungeared 1t will gain
little from any fall in interest rates

A report by Frankel Max Pollak Vinder-
ine suggests Amrel could see real growth 1n
1993 and later J D Group still has a short
track record but Sussman 1s well regarded by

his peers

Yet much of the sector remains specula-
tive It remains to be seen if Laurie Korsten
can revive Rusfurn Morkels and Pref-

cor are expanding quite sigmficantly and

‘may have problems servicing their burgeon-

ing interest burdens There are still good
reasons to think hard before investing in the
sector They may merit a closer look towards
year-end when the effects of slowing sales

become apparent Stephen Cranston
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Offi% furniture

. |88 1
firms struggling

MAJOR players In the office fur-
mture mndustry are turmng to
niche and export markets to help
them weather one of the worst
‘recessions 1n the i1ndustry’s

history

The most optimistic view 1s that
the mdustry, which has shrunk by
about 35% during the recession, is not
likely to pick up until early next year

The state of the mndustry 1s reflec-
ted mn the shares of the two listed
office furniture companies Mathie-
son & Ashley (Math Ash) and Grant
Andrews’ shares are both at their
yearly lows of 260c and 25c respec-
tively, below their NAVs About 18
months ago Math Ash was trading at
650c and Grant Andrews at 120c

In the six months to end-December
Math Ash showed a 65% drop in at-
tributable earnings on a small de-
crease in turnover, and passed its
interimm dividend Grant Andrews’
earnings plunged to show an attribut-
able loss of R248 000 (R1,5m earned)
1n the six months to end-February

Math Ash group MD John Beck
said the industry was still “extremely
depressed” The mtroduction of VAT
on September 30 had sigmficantly
dampened orders for office furniture

Large amounts of empty office

[ MARCIA KLEIN

space were not taken up, and this also
kad an effect

Many office furniture compantes
were sitting with low order books, he
said, and a significant decrease in
manufacturing volumes resulted in a
fair amount of price pressure so that
manufacturers could keep theiwr fac-
tories going

He said there were possibly too
many players in the market, and ex-
cess manufacturing capacity

Beck said Math Ash had recently
entered a niche market through its
office supphes chain, Officemart It
had also concentrated on exports

Grant Andrews Office Furniture
sales director Craig Smith said there
had been more activity 1n the market
in the last few weeks He said clients
had previously been delaying dec:-
sions on office furniture as they could
claim input tax after the introduction
of VAT

He said there had been some re-
trenchment mn the mdustry, a few
players had fallen away, and ranges
had been rationalised.

However, Grant Andrews was us-
Ing spare capacity in factories for
other business. It had also looked to
exports t0 maintan its turnover
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Bedding down @

Activities: Manufactures furniture and house-
hold apphances

Control: SA Brewsries 65,6%

Executive chalrman: L van der Watt

Capital structure: 24,5m ords Market capitai-
1sation A343m

Share market: Price 1 400c Yields 5.8% on
dividend, 11,6% on earnings, p e ratio, 8,6,
cover, 2,0 12-month high, 1500c, Ilow,
1 275¢ Trading volume last quarter, 138 000

shares

Year 3o March ‘B8 89 N 91
ST debt (Rm) 0,86 2,6 2,7 2,3
LT dsbt {(Rm) B43 926 96,7 928
Debt equity ratio 03¢ 035 034 0,39

Shareholders’ interest 0,53 057 084 051
Int & [easing cover 8,0 4.4 3,6 2,8
Return on cap (%) 14,2 11,8 129 14,8
Turnover {Rm) 510 667 701 780

Pre-int profit (Rm) 43,0 48,2 584 64,2
Pre-int margin (%) 8.4 8,6 8,3 8,2
Earnings (c) 1448 170.0 190.3 163,1
Dvidends {c) 72.5 85 96 81,6
Net worth {c) 744 1086 1160 980

Afcol, the major hsted furniture manufactur-
er, has not enjoyed the success of 1ts retail
customers It saw real growth in turnover for
the first three quarters of the year and trad-
ing profit increased by a tenth. The managed
operations held earnings at about R21m

There was a prolonged strike during the
second half at the Seshego factory, which
makes kitchen furmiture and appliances As
a result, earmings n this division increased
by only 2% on a turnover improvement of
about a tenth. The raw matenals division
had a fairly good year, with taxed profit up
by an eighth

But Afcol’s earnings dechine can be
blamed largely on 1ts associate compames In
particular, earnings denived from the 21%
holding 1n Romatex were nearly halved, to
just over R5m The strategic benefit of this
ivestment needs to be reviewed The contri-
bution from 50%-held Kallenbach-Hendler
was also sharply down, because of the poor
state of the office furniture market

FINANCIAL MAIL + AUGUST » 16 « 1991 « 77
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Charrman Laurie van der Watt puts a
brave face on the 14% decline 1n attributable
“armngs, saying there has been a compound
growth rate of 28% 1n earmings and dividends
over the past five vears and the composite
retutn to shareholders has been 22% over the
period
This year, there were some welcome 1m-
provements i asset management The pro-
portion of working capital to turnover was

17%, compared with 21% last year and
30,7% five years ago Cash flow from oper-
ations increased by 29% to R43,8m

Van der Watt expects earnings to be held
next year, even though he also expects de-
mand for durable goods to remain depressed
The current year 1s already proving more
difficult than last year and Afcol can expect
an even smaller contribution from Romatex,
as the textile mdustry seems unlikely to re-
cover from 1its present trading conditions

The share 1s trading on an earnings yield of
11,6% and on a dividend yield of 5,8%,
making 1t the most highly rated furmture
share after Gomma Gomma and Ellerines It
does not provide much value in the short
term, but should prove worth watching

ahead of a recovery 1n spending on consumer
durables

Stephen Cranston
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CULLINAN M 1k {& ]3]
'I'ul(ing__ihe cash @

Having disposed of its controlling interest 1n
African Cables to Reunert, Cullinan Hold-
ings 1s refocusing on its core fields, industrial
ceramics and electrical trading and contract-
ing The market 1s taking a more favourable
view of the share — the price has increased
from 700c¢ to 750¢ since the deal was an-
nounced The pe rose to 5,8

Cullinan seems to have pulled the plug on
its African Cables stake at the right time In

oA l6le\an

“e—

FOX

1ts preliminary figures for the year to June,
the cable manufacturer announced a fall in
EPS of 40%, to 47¢, operating profit fell by
almost half and dividends by a third

Until this year, African Cables was a good
cash generator for Cullinan [t had consider-
ably more cash than debt and was a net
interest earner until 1990 This year, African
Cables paid an interest bill of R870 000

Group MD Ray Tyler says that the ex-
pected synergies with African Cables were
not realised after the acquisition by Cullinan
in 1987 “We hoped that our purchase would
lead to the rationalisation of the cable indus-
try,” he says,“but we were unable to realise
this We became a distributor of African
Cables’ products, but otherwise our electri-
cal mterests remained separate >

Tyler adds that Cullinan could have

helped rationalise the cable mdustry by tak-
ing nunority stakes in other cables com-
panies, but this would not have been attrac-
tive to the group He says Reunert and
Siemens, which both have sizeable cable n-
terests, are 1 a better posttion to rationalise
the industry

Financial director Dale Hillary argues
that the African Cables investment has been
good for Cullinan shareholders The stake
was sold for 625c a share, a useful capital
gain on the purchase price of 379¢ a share
The sale improves Cullinan’s net worth by
120c to a pro forma 1283c Gearing had
risen because of the imvestment 1n a fully
automated brick plant in Midrand With the
R76m cash from the deal, gearing will drop
from 75% to less than 50%, within manage-
ment’s targets Tyler says Cullinan 15 not
considering any further major capital pro-
JECts or acquisitions, at least tn the short
term

The group 1s continually selling tts mter-
ests 1n industrial property, 1t has never been a
specialist property developer It disposed of
its electronics and general engineering inter-
ests last year It will concentrate on areas
where 1t has the skills to develop export
markets

Refractory products, such as 1ts Andalu-
site bricks, have a First World market Even
if there 1s an economic upturn, up to 30% of
capacity will be available for exports No
further rationalisation of the refractones
plant 1s expected Tyler says factories have
already been stripped down to the bone The
group sees the developing world, Africa, the
Middle East and South America, which
needs infrastructural development, as its
main market for electrical development

Cullinan 1s predominantly a suppher to
large corporations such as Iscor, Eskom and
municipalities It 1s pinming high hopes on
Eskom’s drive to electrify the African conti-
nent Tyler says Cullinan will remain a cycli-
cal business, but with a renewed emphasis on
exports, earmings volatility should diminish
Results for the year to June — due on
August 28 — will include the contribution
from African Cables The December 1991
interims will indicate the performance after

the sale Stepken Cranston
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Interest erodes

DESPITE a healthy rise 1n operating
profit, high mterest charges have re-
duced Protea Furnmshers’ (Profurn’s)
earnings by 5% to 5,7c (6,0c) a share
1n the six months to end-June

The furniture retailer increased its
trading profit by 20% to R9,5m

(R7,9m) on a 2,4% mse 1n turnover to
R55,1m (R53,9m)

Operating margins improved from
14,7% at the interim stage m 1990 to
17,2% 1 June 1991 (164% at end-
December 1990)

Directors said yesterday the in-
crease in trading profits and the
maintenance of operating margins
reflected “the spread of the group’s
outlets both in SA and neighbouring
Independent states as well as strin-
gent cost controls and asset
management”

Prc
s

However, higher trading profits
were countered by a 60% 1ncrease 1n
mterest paid to R5,6m (R3,5m) 1n hine
with borrowings, which reduced pre-
tax profit by 11% to R3,9m (R4,4m)

A threefold hike 1n taxation to
R91 000 (R30 000) and R169 000 profit
attributable to outside shareholders
contributed to a 5% decline 1n at-
tributable profit to R4m (R4,2m)

Prudent

To reduce 1ts gearing, Profurn 1s to
raise R10m through a rights offer to
be underwritten by holding company
Supreme Industrial Holdings, which
acquired Profurn 1n September 1989
The rights offer would reduce gear-
g to about 100% at the December

213
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end-December 1990

Profurn has sold recently-created
specialist TV retailer, TV Life, for
R3,1m “to parties associated with the
control of the group”. Directors said
the sale was considered “prudent n
the hght of a substantial investment
necessary to develop it, the concomi-
tant effect on gearing and the fact
that the trading results have not met
expectations as a result of severe
labour disputes and boycotts”

Results from TV hife have not been
included in resulis for the s1x months,
as 1t was sold with effect from the
beginmng of the year However, the
sale was expected to benefit earmngs
in the current financial year

Directors expect to match the pre-
vious year’s results in the year to end-
December 1991

— —_———

—————

L L
%f 1t rise
year-end Gearing stood at 221,8% at




Supreme P&gaﬂ%ts profit 1 oothold

FURNITURE an hﬂuSEhﬂld'].lStEd Business Day Reporter l
Supreme Manufacturing Holdings has
moved back mto profit by disclosing at- jmprove profit margmns t gh greater
tributable earnings of R322 000 for the SIX efficiency

months ended June Supreme has reporte % increase i

Farmngs came m at 0,3¢ 2 share com- operatmg profit 10 R15m (June 1990 R1lm)
pared with a 10ss of 0.9¢ at the previous with the operating Margin up 0ne percent-
period No dividend has been declared. age point t0 4.5%

The group, formerly victoria Lewis  Despite difficult tradmg’ conditions,
Holdngs, manufactures bedroon furni- Ronbeck noted the grovp also lifted sales
ture, refrigeration units and stamnless steel by 22% to R33m (R27,1m) compared t0 the
products previous period

Chairman Edward Ronbeck said the The directors saidl they expected the
group had embarked on 2 cost-saving pro- group’s present performance ter that
gramme to reduce operating costs and to  of the last
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back to profit
Supreme Manufacturing
(SMH), which controls
stainless steel and furn-
ture subsidiaries, report-
ed a profit of R314 000 1n
the s1x meonths to June,
compared with a loss of

R885 000 1n the previous
financial year,

Earnings per share
showed a profit of 03¢
(loss of 0,9¢)

No interim dividend
has been declared

Operating profits
firmed 47 percent to
R1,54 mllion (R1,04 m}-
lion) on a rise 1n turp-
over to R33,1 million
from R27,2 million

The directors forecast
that earnings for the fuli
financial year should
show an improvement on
1990 results
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Supreme’@f' :
earnings r

d14

Supreme Industrial-|

Holdings (SIH) reports a .
o3 percent surge in earn:
ings 1n the s1x months to

end-June, after good re-_ {"

sults from 1is two key
subsidiaries, Supreme-

Manufacturing and Pro- |

tea Furnishers
SIH’s attributablé®
earnings rose from

“R1,74 million to R2,687

miilion on a mine percent™{"

increase 1n turnover to
R88,22 million (R80,84°
milion) -

Earnings a share 1n-
creased at a lower rate’
of 24 percent to 12.4c
(10c¢) as a resuit of an 1n-
crease m shares 1ssued

The group pays only a
final dividend

It

s
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SIH chairman Edward |

Ronbeck 1s confident the”
group will achieve 1ts
forecast earnings of 40c
for the full year, al-
though he says trading
conditions have been
more difficult than ex-
pected
The group has also an-

nounced a R10million
rights 1ssue for Protea
Furnishers

1
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A lacklustre listing | -
for Prefcor Holdings@'ﬂ

J
MARCIA KLEIN and SEAN VAN ZYL

THE listing of furmiture group Prefcor Holdmgs's
shares yesterday met dampenel market response,

with the ordinary shares opening 11% helow the
listing offer of R5 at 450c a share

The share price touched a low of 425¢, but the
Prefcor debentures held their own at RS and traded at
a high of 515¢ yesterday. The debentures closed at ap
11% premmuum to the ordirary shares

WM TR YT

:Althnugh Prefcor’s listing offer of R5 a share of
around 17-milhon ordinary shares was oversub-
seribed, analysts noted the market was extremely
sceptical of/the listing forecasts on earnings which
had been made by Prefcor. The market felt the
tahgible value of the group had been pitched too high.:

Analysts said the mam attraction of the Prefcor
listimg was the debentures, which according to the
placement offer, required mvestors to purchase a 100
ordinary shares for every 200 debentures. P

1 w

‘They said the successful placing of the ordinary
shares before the listing was due to investor demand
for the debentures, which the coupon provided a very
attractive yield of 12%. As a result, analysts ascribed
the lower opening trading price of the Prefcor share
to investors dumping the ordinary shares and holding
onto the prized debentures,

Although the share had improved during the day, an
atlalyst said he had never expected to see 1t reach a
discount as low 425¢. He added the market may have
taken mto account recent furniture sales figures




" GENREC

FM 23 &9
Orders s_hrinkil—ft_!]&@

The munugement of the top perform

nlfermg gronp Genrec muls)tpbe wuml:lﬁ:irég:f
there 1s hife after Mossgas and Matimba
According to CE Ian Colepeper, the Moss-
gas jacket and the Matimba power station
both provided the group with R100m of
turnover this year In total, the Matimba
contract was worth R700m and the Mossea
contract R300m for work done by Geng ,
uvaNr several years -

ow that these projects have b

pleted, Colepeper says Genrec 1s uzfﬂm{a

FOX 2218 |X

stamnless steel project has not yet com- |
menced He says the absence of a major
capital project has left a hole that may not be |
filled for two years He acknowledges the
emphasis for fixed mvestment will switch
away from capital-intensive projects, 10
meeting the backlog 1n social infrastructure
such as housing, where Genrec has little or
no 1volvement

Exports are likely to provide Genrec’s
future earnings c‘gﬂ:w.rth Consam 1s increas-
ing exports of tank contamers Gemtec will

show the spectacul
| ar growth 1t has enjo
| over the past four years It lost 207;.!: };e?'

share 1n 1987, but earnin
, gs virtually doub!
mn both 1989 and 1990 This year,ytur:ﬂvzl:

was static in real terms b
ut
almost doubled P

However, the order book 15
. shrinking C
lepeper 1s disappointed that the Culfmb:s

begin commercial production of motor com-
ponents by November 1991, much of which
will be for export Overall, the group hopes
that exports will be the engine for renewed
-tax profit growth 1n 1993

Genrec now has a wider range of com-
panies, and Colepeper says the latest acquisi-
tions are expected to add some R60m to
sales They include mining equipment manu-
facturer Licence Mining and stainless steel
fabricator Falcon Engineering VMI Tooling
was acquired from parent Murray & Rob-
erts (M&R) 1 July M&R holds 82% of

STILL SOARING

Year 1o June 30 1990 1991

Turnover {Rm)
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Operating income {Rm) 5}3 593 Genrec, which 1s the dominant company 1in

Attributable {Rm) 21 30 its engineering division

Earmings {c) 32

Dwidend (] 175 253 Genrec 1s ltkely to be one of the star
62,5 90 performers for M&R this year Analysts are

expecting flat earmings of about R154m
from the group as a whole, even though
Genrec’s contribution has increased by 457%
to about R27m But Genrec’s higher profit
may be offset by declines in M&R’s other

divisions i

At the mterim, for instance, operaling
mecome from suppliers and services fell by a
quarter, or some R8m. M&R’s CE Dave
Brmk said then that 1t would be difficult to
increase attributable earnings, though EPS
had advanced by a tenth at half-time So it 18
possible that Genrec’s contribution to the
bottom line would rise from 11,5% to more
than 17%

The Genrec share price has more than
doubled from 550c to 1 200c since the begin-

ning of the year It still looks underpriced on

apeof45anda dividend yield of 8% The |

earnings multiple 1s about half that of Hag-
gie, and 1s lower than Dorbyl, though both
these groups have produced lower earnings
But 1mvestors need to be shown that the
recent results are not just a result of a one-off
profit bonanza from the completion of big
long-term projects Stephen Cranston
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(n R3,00 per month in respect of ail employees whose

gross wage I1s more than R400,00 per month ot more
than R600,00 per month, @’
(m) R3,50 per month in respect of ail employees whose

gross wage is more than R600,00 per month but not more
than R850,00 per month,

(v) R4,50 per month n respect of all employees whose
gross wage Is more than R850,00 per month but not more
than R1 500,00 per month,

(v) R12,00 per month in respect of all employees whose
gross wage 1s more than R1 500,00 per month

In the case of a weekly-paid employee, the contributions to
be made by the employer in respect of his empioyee shall be
weekly at the rate of 3/13ths of the monthly contnbution
specihed above "

Signed at Cape Town this 14th day of February 1991

D. VAN DER WESTHUIZEN,
Chairman

MRS P. LAMPRECHT,
Vice-chairman

K. L. BARNES,
Secretary

e

No. R. 2078
LABOUR RELATIONS ACT, 1956

BORDERFURN ITUREMANUFACTURINGINDUSTRY
AMENDMENT OF MAIN AGREEMENT

l, Eit van der Merwe Louw, Minister of Manpower,
hereby — &K

(@) in terms of section 48 (1) {a) of the Laboyr Rela-
tions Act, 1956, declare that the provisions of the
Agreement (heremafter referred to as the Amending
Agreement) which appears in the Schedule hereto and
which relates to the Undertaking, Industry, Trade or
Occupation referred to in the heading to this notice,
shall be binding, with effect from the second Monday
after the date of publication of this notice and for the
penod ending 20 March 1992, upon the employers’
organisatton and the trade union which entered into the
Amending Agreement and upon the employers and
employees who are members of the said organisation
or union, and

(b) i terms of section 48 (1) (b) of the said Act,
declare that the provisions of the Amending
Agreement, excluding those contained in clause 1(1)
(a), shall be binding, with effect from the second
Monday after the date of publication of this notice and
for the period ending 20 March 1892, upon all
employers and employees, other than those referred to
In paragraph (a) of this notice, who are engaged or
employed in the saild Undertaking, Industry, Trade or
Occupation in the areas specified in clause 1 of the
Amending Agreement

E. VAN DER M. LOUW,
Minister of Manpower.

23 August 1991 |
| No.R. 2078
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(m} R3,00 per maand ten opsigte van alle werknemers wie
se bruto loon meer as R400,00 per maand maar hoogstens
R600,00 per maand beloop,

(m) H3,50 per maand ten opsigte van alle werknemers wie
se bruto loon meer as R600,00 Per maand maar nie
hoogstens R850,00 per maand beloop,

(iv) R4,50 per maand ten opsigte van alle werknemers wie
e bruto loon meer as R850,00 per maand maar hooogstens
R1 500,00 per maand beloop,

(v} R12,00 per maand te opsigte van alle werknemers wie
se bruto loon meer as R1 500,00 per maand beicop

In die geval van 'n weekliks besoldigde werknemer moet
die bydraes wat die werkgewer moet maak ten opsigte van sy
werknemer weekliks wees teen die koers van 3/13des van
die maandelikse bydrae hierbo gespestfiseer "

Geteken te Kaapstad op hede die 14de dag van Februane
1991

D. VAN DER WESTHUIZEN,
Voorsitter

MRS P. LAMPRECHT,
Ondervoorsitter

K. L. BARNES,
Sekretans

m

23 Augustus 1991
WET OP ARBEIDSVERHOUDING E, 1956

| MEUBELNYWERHEID, GRENS. WYSIGING VAN

HOOFOOREENKOMS

Ek, Ell van der Merwe Louw, Minister van Manne-
krag, verklaar hierby—

(@) kragtens artikel 48 (1) (@) van die Wet op
Arbeidsverhoudinge, 1956, dat die bepalings van die
Ooreenkoms (hierna  die Wysigingsooreenkoms
genoem) wat in die Bylae hiervan verskyn en betrek-
king het op die Ondermeming, Nywerheid, Bedryf of
Beroep in die opskrif by hierdie kennisgewing vermeld,
met ingang van die tweede Maandag na die datum van
pubhkasie van hierdie kennisgewing en vir die tydperk
op 20 Maart 1992 eindig, bindend 1s vir die werk-
gewersorganisaste en die vakvereniging wat die Wysi-
Singsooreenkoms aangegaan het en vir die werkge-
wers en werknemers wat lede van genoemde organisa-
sie of vereniging 1s; en

(b) kragtens artikel 48 (1) (b) van genoemde Wet,
dat die bepahngs van die Wysigingsooreenkoms, uit-
gesonderd dié vervat in klousule 1 (1) (a), met ingang
van die tweede Maandag na die datum van publikasie
van hierdie kennisgewing en vir die tydperk wat op 20
Maart 1992 eindig, bindend s vir alle ander werkge-
Wers en werknemers as dié genoem in paragraaf (a)
van hierdie kennisgewing wat betrokke 1s by of in diens
IS In genoemde Onderneming, Nywerheid. Bedryf of
Beroep in die gebiede in klousule 1 van die Wysigings-
ooreenkoms gespesifiseer

E. VAN DER M. LOUW,
Minister van Mannekrag.
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BORDER INDUSTRIAL COUNCIL FOR THE FURNITURE
MANUFACTURING INDUSTRY

MAIN AGREEMENT

In accordance with the provisions of the Labour Relations
Act, 1956, made and entered into by and between the

Border Furniture Manufacturers’ Association

(hereinafter referred to as the “employers” or the
“employers’ organisation’’), of the one part, and the

National Union of Furniture and Allied Workers of South
Africa

(heremnafter referred to as the “employees” or the “trade
union”), of the other parnt,

being the parties to the Border Industnal Council for the
Furniture Manufacturing Industry,

to amend the Agreement published under Government
Notice No R 1227 of 22 June 1984 (hereinafter referred to
as the Re-enacting Agreement), as extended, amended and
Fé-newed by Government Notices Nos R 523 of 15 March
1985, R 859 of 19 Apnl 1985, R 991 of 23 May 1986,
R 1454 of 11 July 1986, R 433 of 27 February 1987, R 847
of 16 April 1987, R 340 of 4 March 1988, R 787 of 22 Apnil
1988, A 614 of 31 March 1989, R 1242 of 186 June 1989,
R 778 of 5 April 1990 and R 2083 of 31 August 1990

PARTI

PHOVISIONSAPPLICABLETOTHEINDUSTRYTHFIOUGH-
OUT THE AREAS COVERED BY THE AGREEMENT,
UNLESS THE CONTRARY IS STATED

1. SCOPE OF APPLICATION OF AGREEMENT

{1} The terms of this Agreement shall be observed in the
Border Furniture Manufacturing Industry—

(a) by all employers who are members of the employers’
organisation and by all employees who are members of the
trade union and who are engaged or employed respectively
In the said Industry,

(b) within the Magstenal Districts of Albert, Ahwal North,
East London (excluding those portions which prior to the
publication of Government Notices Nos R 1877 of 4
September 1981, R 1079 of 10 June 1988 and 2354 of 5
October 1990 fell within the Cisker), Fort Beaufort (excluding
that portion which prior to the publication of Government
Notice No 1904 of 30 August 1985 fell within the Magistenal
Distnict of Stockenstrom), Queenstown (excluding that
portion which prior to the publication of Government Notice
No 1904 of 30 August 1985 fell within the Magisteral District
of Stockenstrom) and Stutterheim {including that portion
which prior to the publication of Government Notice No 2354
of 5 October 1990 fell within the Magistenal District of Stutter-
heim)

{2) Nothwithstanding the provisions of subclause (1), the
terms of this Agreement shail apply —

(a) only to employees for whom minimum wages are
prescribedin this Agreement,

(b) to apprentices only in so far as the said terms are not
Inconsistent with the provisions of the Manpower Training
Act, 1981, or any contract entered into or any condition fixed
thereunder

BYLAE

NYWERHEIDSRAAD VIR DIE MEUBELNYWERHEID,
GRENS

HOOFOOREENKOMS

ooreenkomstig che Wet op Arbe:dsverhoudlnge, 19586, geslut
deur en aangegaan tussen die

Border Furniture Manufacturers’ Association

(hierna die “‘werkgewers’ of die “werkgewersorganisasie”
genoem), aan die een kant, en die

National Union of Furniture and Allied Workers of South
Africa

(hierna die “werknemers™ of die “vakverermuging" genoem),
aan die ander kant,

wat die partye I1s by die Nywerheidsraad vir die Meubelnywer-
heid, Grens,

om die Ooreenkoms gepubliseer by Goewermentskennis-
gewing No R 1227 van 22 Junie 1984 (tierna die Herbe-
kragtigingsooreenkoms genoem), soos verieng, gewysig en
hernieu by Goewermentskennisgewings Nos R 523 van 15
Maart 1985, R 859 van 19 Apnl 1985, R 991 van 23 Me
1986, R 1454 van 11 Julie 1986, R 433 van 27 Februane
1987, R 847 van 16 Apnl 1987, R 340 van 4 Maart 1988,
R 787 van 22 Apnl 1988, R 614 van 31 Maart 1989, R 1242
van 16 Junie 1989, R 778 van 5 Apnl 1990 en R 2083 van
31 Augustus 1990, te wysig

DEEL |

BEPALINGS VAN TOEPASSING OP DIE NYWERHEID
ORAL IN DIE GEBIEDE WAT DEUR DIE OOREENKOMS
GEDEK WORD, TENSY DIE TEENOORGESTELDE

GEMELD WORD
1. TOEPASSINGSBESTEK VAN OOREENKOMS

(1) Hierdie Ooreenkoms moet nagekom word in die
Meubelnywerheid, Grens—

(2) deur alle werkgewers wat lede 1s van die werkgewers-
organisasie en deur alle werknemers wat lede 1s van die
vakvereniging en wat onderskeideiik betrokke 1s by of werk-
Saam 1S In genoemde Nywerheid,

(b) in die landdrosdistrikte Aibert, Ahwal-Noord, Fort
Beaufort (utgesonderd die gedeeite wat voor die publikasie
van Goewermentskennisgewing No 1904 van 30 Augustus
1985 in die landdrosdistrik Stockenstrom geval het), Ops-
Londen (uitgesonderd die gedeeites wat voor die publikaste
van Goewermentskennisgewings Nos R 1877 van 4
September 1981, R 1079 van 10 Junie 1988 en 2354 van 5
Oktober 1990 in die Ciske! geval het), Queenstown (uitge-
sonderd die gedeelte wat voor dwe publikasie van
Goewermentskennisgewing No 1904 van 30 Augustus 1985
In die landdrosdistnk Stockenstrom geval het) en Stutterheim
(inslutende die gedeelte wat voor die publikasie van
Goewermentskennisgewing No 2354 van 5 Oktober 1990 1n
die landdrosdistrik Stutterheim geval het)

(2} Ondanks subklousule (1) 15 hierdie Qoreenkoms van
toepassing —

(a) slegs op werknemers vir wie minimumdlone n hierdie
Qareenkoms voorgeskryf word,

(b) op vakleeriinge sfegs in die mate waarnin dit nie onbe-
staanbaar is met die Wet op Mannekragopleiding, 1981, of
met 'n kontrak daarkragtens aangegaan of voorwaardes
daarvolgens vasgestel nie
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2. GENERAL PROVISIONS @
Substitute the following for clause 4 of the “Re<enacting

Agreement l q
g

"4 GENERAL PROVISIONS

The provisions contained in clauses 3 to 9 (4} (b) inclusive,
9 (4) (d) to 19 nclusive, 21, 24 to 27 inclusive and 29 to 39
inciusive of Part I, Part Il, and clauses 1 to 3 (6) (a) inclusive
and 3 (6) {c) to 12 inclusive of Part Il of the Former
Agreement, as re-enacted and amended, extended and
renewed time to time shall apply to employers and
employees "’

3. CLAUSE 24: WAGES

(1) In subclause (2) (a), substitute the expression ‘20
March 1991™ for the expression 20 March 1990” in the first
two instances in which it occurs and substitute the expression
*20 March 1990 for the expression ‘20 March 1989

(2} In subclause (2) (b), substitute the expression “20
March 1991" for the expression 20 March 1990 and sub-
stitute the expression 20 March 1991" for the expression
*20 March 1990

4. CLAUSE 30: ABATEMENT OF WAGES

(1) In subclause (2), delete the expression “Subject to the
provisions of the Blacks (Urban Areas) Consolidation Act,
1945.”

9. CLAUSE 34: SUBSISTENCE ALLOWANCE

(1) In paragraph (a), substitute the expression “R20,00"
for the expression '"R15,00 ™

(2) In paragraph (b), substitute the expression “R20.,00™
for the expression “R15,00 ”

(3} In paragraph {c), substtute the expression “R20,00"
for the expression “R15,00 ™

6. PART Il OF THE FORMER AGREEMENT
Substitute the foliowing for Part I

“PART I
WAGES

Grade |

1 Employees engaged in any or all of the operations per-
formed in the Furniture Manufacturing Industry, with the
exception of the employees referred 1o 1n clauses 5 to 15 of
this Part, but including foremen and/or supervisors

Cents per
hour

During penod ending 20 March 1992 . 227

2 Learners employed in learning the operations covered
by clause 1

. Grade 1L1 For the first year of employment 424 cents per
our,

Grade 1L2 For the second year of employment 449 cents
per hour,

Grade 1L3 For the third year of employment 475 cents
per hour,

Grade 114 For the fourth year of employment 498 cents
per hour,

thereafter, the wage prescribed in clause 1

3 (a) Juvenile male employees engaged in a trade or
branch of a trade designated under the Manpower Training
Act, 1981, shall be paid the wage prescrnibed in terms of that
Act for the appropriate year of apprenticeship

(b} All other juveniies The minimum wage prescnibed for
adult employees employed on the same class of work

4 (a) Employees engaged in the welding of metal, other
than spot welding, and

(b) employees engaged in the maintenance of machinery
Cents per
hour
During the period ending 20 March 1992 527
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2 ALGEMENE BEPALINGS

Vervang klousule 4 van die Herbekragtigingsooreenkoms
deur die volgende

“4 ALGEMENE BEPALINGS

Klousules 3 tot en met 9 (4} (b), 9 (4) (d) tot en met 19, 21,
24 tot en met 27 en 22 tot en met 39 van Deel |, Deel Il en
klousules 1 tot en met 3 (6) (a) en 3 (6) (c) tot en met 12 van
Deel 1l van die Vonge Ooreenkoms soos van tyd tot tyd
herbekragtig en gewysig, verieng en hernieu, is van toepas-
sing op werkgewers en werknemers ”’

3. KLOUSULE 24: LONE

(1} In subklousule (2) (a), vervang die uitdrukking ““20
Maart 1990" waar dit die eerste twee keer voorkom deur die
uitdrukking “20 Maart 1991”, en vervang dte uitdrukking *20
Maart 1989" deur die uitdrukking 20 Maart 1990”

(2) In subklousule {2) (b), vervang die utdrukking **20
Maart 1990” deur die uitdrukking “20 Maart 1991” en die
uitdrukking ““20 Maart 1990” deur die uitdrukking “20 Maart
1991”

4. KLOUSULE 30: LOONKORTING

(1) in subklousule (2}, skrap die uitdrukking *‘Behoudens
die Swartes (Stadsgebiede) Konsolidasiewet, 1945

5. KLOUSULE 34: ONDERHOUDSTOELAE

(1) in paragraaf (a), vervang die utdrukking *“R15,00" deur
die wtdrukking ‘‘R20,00"

(2) In paragraaf (b}, vervang die uitdrukking “R15,00" deur
die uitdrukking “R20,00”

(3) In paragraaf (c), vervang die uitdrukking “R15,00" deur
die wtdrukking “R20,00"

6. DEEL Il VAN DIE VORIGE OOREENKOMS
Vervang Deel Il deur die volgende

“DEEL Il
LONE

Graadl

1 Werknemers 1n diens in enige van of al die werksaam-
hede wat in die Meubelnywerheid verng word, utgesonderd
die werknemers in kKlousules 5 tot 15 van hierdie Deel bedoel,
maar met inbegnp van voormanne en/of toesighouers

Sent per
uur

Gedurende die tydperk eindigende 20 Maart
1992 ... . . . 627

2 Leerlinge in diens om die werksaamhede te leer wat
deur klousule 1 gedek word

Graad 1L1 Virdie eerste jaar diens 424 sent per uur,
Graad 1.2 Vir die tweede jaar diens 449 sent per uur,
Graad 1L3 Vir die derde jaar diens 475 sent per uur;
Graad 1L4 Vir die vierde jaar diens 498 sent per uur,

daarna, die loon by klousule 1 voorgeskryf

3. (a} Jeugdige manlike werknemers in diens in 'n ambag
of tak van 'n ambag aangewys kragtens die Wet op Mannek-
ragopleiding, 1981, moet die loon betaal word wat ingevolge
daardie Wet vir die toepaslike leerjaar voorgeskryf word

(b) Alle ander jeugdiges Die mimimum loon voorgeskryf vir
volwasse werknemers werksaam in dieselfde klas werk

4 {a) Werknemers wat metaalsweiswerk verrig, utgeson-
derd puntswelswerk, en

{b) werknemers wat masjinerie onderhou

Sent per
uur
Gedurende die tydperk eindigende 20 Maart
1992 . 527
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Grade ii

&) (e \%
2 (a) Employees engaged in

(1) bedding-making, which means the manufacture by
hand or mechanical apphance, ether in whole or in part, of ail
types of mattresses filled with corr, harrlock, flock, Kapok,
cotion wadding, haur, fibre, wool, feathers, grass, chaff, straw,
rubber of any other similar matenais, or any combination of
sping interior, all types of wire springs, chain and/or spiral
springs full spiral spnings, mesh springs, helical springs, ali
types of springs and/or spring units, pillows, cushions, bol-
sters, overlays, quilts, knocking on and/or hooking on spring
mattress wires, chamn spring meshes, spirai spnngs and heil-
cal springs to frames for bedding, but excluding the sundry
operations referred to in subclauses (b) and (¢},

(2) weaving of spring mesh,

(3} stuffing filhing into mattress cases, whether by hand or
machine,

(4) side stitching,

(5} tufting, whether by hand or machine,
(6) operating a border quilting machine,
(7) operating a top quiitng machine,

(8) preparing frames and rollers for the top quiiting
machine,

(9) secunng, sewing or stapling interlaced pads to spring
units, whether by hand or machine,

(10} filing of cushions with spring Intenors and/or spnng
units, '

(11} laying out filling matenial upon a sprng unit,

(12) secuning mattress tops, whether quited or not, In a
position for buiiding a prebuilt intenior or Spring mattress,

(13} tape ending a spring interior mattress,
(14) roll edging by hand or machine

Cents per
hour
Durning the period ending 20 March 1992 405
(b) Employees engaged in spot welding
Cents per
hour
Duning the penod ending 20 March 1992 405

(¢) Employees employed as despatch clerks or storemen

Cents per
hour

Dunng the period ending 20 March 1992 405

(d) Learners employed in learning the classes of work
referred to in clause 5 (a),

During the first year in which this Agreement comes into
operations

Per week

Grade 2L1 For the first six months of employment 334
cents per hour,

Grade 212 For the second six months of employment 363
cents per hour,

thereafter, the wage prescribed for an employee engaged on
work referred to in clause 5 (a)

6 Employees engaged in—

operating all machines where such machines have been
set by a setter or supervisor, all repetitive upholstery work
(but excluding re-upholstery, prototype and one off work},
operating spray guns, curtain and roller castors and ai! repet-
tive assembly operations

Cenis per
hour

During the penod ending 20 March 1992 405

GOVERNMENT GAZETTE, 23 AUGUST 1991

Graad I
5 (a) Werknemers wat die volgende werk verng

(1} Beddegoedmakery, dw s die vervaardiging met die
hand of 'n meganiese toestel, hetsy in die geheel of gedeel-
telik, van alle soorte matrasse gevul met klapperhaar, haar-
lok, viokkies kapok, katoenwatte, hare, vesel, wol, vere, gras,
kaf, strool, rubber of 'n ander soortgelyke stof, of 'n komb-
nasie van veerbinnewerk, alle soorte draadvere, ketting-en/of
spiraalvere, volspiraalvere, maasvere, heliese vere. alle
soorte vere en/of veereenhede, kopkussings, stoelkussings,
peule, bomatrasse, kwite die vasslaan en/of vashaak van
veermatrasdrade, kettingveermase, spnaalvere en heliese
vere aan rame vir beddegoed, maar uitgesonderd die diverse
werksaamhede in subklousules (b) en (¢) bedoel,

(2) veermaaswerk vieg

(3} vulsel In matrassiope instop, hetsy met die hand of 'n
masjien,

(4} sye shi,
(5) kwassiesmaak, hetsy met die hand of ’'n masjen,
(6) 'n randkwiltmasgten bedien,

(7} 'n bo-kwiltmasjien bedien,
(8) rame en rollers vir die bo-kwiltmaspen gereed maak,

(9) vervlegte kussinkies aan veereenhede vassit, -stik of
kram, hetsy met die hand of 'n masjien,

(10) stoelkussings met veerbinnewerk en/of veereenhede
vul,

{11) vuisel op 'n veereenheid uitspre,

(12) matrasbostukke, hetsy gekwilt of mie, in 'n posisie
vassit om 'n vooraf geboude binnewerk of veermatras te
bou,

(13) bande aan die kante van 'n binneveermatras stik
(14} Rolomrandwerk met die hand of 'n masjien

Sent per
uur
Gedurende die tydperk eindigende 20 Maart
1992 405
(b} Werknemers wat puntsweiswerk verrg
Sent per
uur
Gedurende die tydperk eindigende 20 Maart
1992 405

(c) Werknemers in diens as versendingsklerke of maga-
synmanne

Sent per
uur
Gedurende die tydperk endigende 20 Maart
1992 405

(d) Leerhinge in diens om die klasse werk bedoel in kloy-
sule 5 (a) te leer

Gedurende die eerste jaar waann hierdie Qoreenkoms in
werking tree

Per week

Craad 2L1 Vir die eerste ses maande diens 334 sent per
uur,

Graad 2.2 Vi die tweede ses maande diens 363 sent per
uur,

daarna, die loon voorgeskryf vir 'n werknemer n diens In
werk In klousule 5 (a) bedoel

& Werknemers wat die volgende werk verng

Alle masjiene bedien waar sodamge masyene deur 'n
masjiensteller of 'n toesighouer ingestel 1s, alle herhalingstof-
feerwerk (maar nie herstoffeerwerk, prototipe en enkeltipe
werk nie), sproeispuite bedien, gordynrolleties den rol-
wieletjies aanbring en aile herhalingsmonteerwerksaam-
hede

Sent per
uur
Gedurende die tydperk eindigende 20 Maart
1992 405
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7 Learners employed in | ing the tiong referred to
1 clause 6 % | K&

During the first year n-which this Agreement comes into
mi2ration

Per week

Grade 2L1 For the first six months of employment 334
“=iws per hour,

Grade 2L2 For the second six months of employment 363
_ents per hour,

iereafter, the wage prescnbed for an employee engaged on
..ark referred to in clause 6

Grade i
8 Employees engaged in—

(1) any operation or process, In whole or in part, performed
by hand or mechanical appliance, m shpstitching, sewing
and/or joining covers, fiies, cushions, cords, peimets or bol-

sters, but excluding the cutting of covers,
{2) buttoning of removable and/or loose cushions,

(3) affixing gimp and/or braid and/or box pleating, but ex-
cluding the stapling and/or tacking thereof

Cents per
hour

During the period ending 20 March 1932 319

9 Employees engaged in—

(1) all sewing required In the manufacture of tops, borders,
mattress cases, studio couch covers and component parts,

(2) sewing mattress handles to border,

(3} sewing quilted borders onto matiress units prior to tape
edaing,

(4) closing up by hand or machine the mouth of a mat-
tress,

(5) joining border lenghts,
(6) closing pillows, cushions and bolsters,

(7) cutting tops, borders and cases

Cents per
hour

During the period ending 20 March 1892 319

10 Learners employed in learning the classes of work
referred to in clauses 8 and 9

Per week

Grade 3L1 For the first six months of employment 302
cents per hour,

Grade 3L2 For the second six months of employment 309
cents per hour,

thereafter, the wage prescnbed for an employee engaged n
work referred to in clauses 8 and 9

11 Employees engaged in—
(1) fixing up of ready-made cane mais,

(2) setting up and operatng single-drum sander, opendisc
sander, bobbin sander and air-filled sander,

(3) boring holes,
(4) morticing on the mortice machine only,

(5) operating the hinge recessing machine for the purpose
of cutting recesses for locks and hinges,

(6) filing cushions with spring Nteror and/or spring unis,

No 13473 231

7 Leerlinge in diens om die werksaamhede bedoel in klou-
sule 6 te leer

Gedurende die eerste jaar waarin hierdie Coreenkoms n
werking tree
Per week

Graad 211 Vir die eerste ses maande diens 334 sent per
uur,

Graad 2L2 Vir die tweede ses maande diens 363 sent per
uur,

Graad Il
8 Werknemers wat die volgende werk verng

(1) 'n Werksaamheid of proses, hetsy in die geheel of
gedeeltelik, met die hand of 'n meganiese toestel, n
ghpsteek, stik en/of aanmekaarwerk van oortreksels, teen-
stroke, stoelkussings, koorde, gordynkappe of peule, maar
nie die sny van oortreksels me,

(2) knope aan verwyderbare en/of los stoelkussings vas-
werk,

(3) gimp en/of gaton en/of stolpplocisel vassit, maar nie
vaskram en/of met hegspykers vasslaan nie

Sent per
uur

Gedurende die tydperk endigende 20 Maart
1992 319

9 Werknemers wat die volgende werk verrig

(1) Alle shkwerk nodig by die vervaardiging van bostukke,
rande, matrasslope, atelieerusbankoortreksels en kompo-

nente,
(2) matrashandvatsels aan rande stik,

(3) gekwilte rande aan matraseenhede stik voor die vasstik
van kantbande,

(4) die bek van 'n matras met die hand of 'n masjen toe-
werk,

(5) randlengtes aanmekaarwerk,

(6) kopkussings, stoelkussings en peule toewerk,

(7) bostukke, rande en slope uitsny
Sent per
uur

Gedurende die tydperk eindigende 20 Maart
1992 319

10 Leerlinge n diens om die klasse werk bedoel in klou-
sules 8 en @ te leer

Per week

Graad 3L1 Vir die eerste ses maande diens 302 sent per
uur,

Graad 3L.2 Vir die tweede ses maande diens 302 sent per
uur,

daarna, die loon voorgeskryf vir 'n werknemer 1n diens 1n
werk n kiousules 8 en 9 bedoel

11 Werknemers wat die volgende werk verrig

(1) Klaargemaakte rottangmatte vassit,

(2) 'n enkelrolskuurder, oopskyfskuurder, tolskuurder en
luggevulde skuurder opstel en bedien,

(3) gate boor,

(4) slegs met die tapmasjien tapgate sny,

(5) die skarmerutholmasjien bedien om uitholings wir
slotte en skarniere te sny,

(6) stoelkussings met veerbinnewerk enfof veereenhede
vul,
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GOVERNMENT GAZETTE, 23 AUGUST 1991

(7) operating a dowel insertion machine, @

(8) inserting hanger bolt, and bolting on or Stfewingin of a
leg, but excluding the affixing of the plate and/or attachiment
to the carcass to take the hanger bolt, Dﬁ;ﬁ

(9) operating an edge veneenng machine, uding

edge banding,

(10) machine sanding, excluding double and triple drum
and combination drum and beit sander,

(11) positoning of wooden and metai laths and cross bars
to frames for upholsternng

Cents per
hour
During the penod ending 20 March 1992 319
Grade IV
12 Employees engaged in—
(1) bolting,

(2) making and/or potnting of wooden dowels and pins by
hand and/or machine,

(3) sandpapenng by hand and/or portable sander, regard-
less of whether the articles sandpapered are stationary or
rotating,

(4) bending of sohd timber by hand or mechanical pro-
cess,

(6) filhing of holes or cracks in furmture with wood filler or
similar substances,

(6) hixing bed rons, domes and sockets for castors,
(7) applying wax, '
(8) painting and/or filling edges,

(9) removing doors and fitings prior to preparation for
polishing,

Eﬂ}) filling in with plaster of Pans or any other filling mate-
nal,

(11) bleaching furniture with acids or any other bleaching
agent,

(12) stipphng polished surface,

(13) staiming, olling, filling and/or reviving by hand only,

(14) fixing of webbing and/or substitutes, but excluding the
lashing of coil springs,

(15) tacking of plywood or hardboard onto loose seats for
upholstery purposes,

(16) spraying of metal,

(17) nempie work,

(18) hooking on of helical springs and/or chain and/or zig-
Zzag or no-saq type of springing,

(19} teasing coir or other matenals by machine,
(20) stippling and punching the background of carving,

(21) knocking on of T and G edge strips by hand, excluding
mitred corner sections,

{22) tacking on of bottoms to upholstered articles,

(23) work in connection with any of the processes in the
construction of spnng intenor and/or spring unuts and the
manufacture of their component parts,

(24) punching away protruding pane! pins and/or nails
and/or staples in the hand-sanding section,

(25) breaking up and/or cutting from selfedge to selfedge
by hand of rolls of upholstery material, hessian, calico,
crownflex and similar matenals, but expressly excluding the
cutting to size of pattern and/or shape ready for upholster-
ing,

(26) fixing of handles by screws, bolts and nuts, and
screwbolts through prebored holes,

(27) affang of mirrors by the use of adhesive tape,
(28) touching up at the point of loading and/or offloading,

Cents per
hour

During the penod ending 20 March 1992 295

{7) 'ntappeninvoegmasjien bedien,

(8) hangerbout insteek en 'n poot vasbout of inskroef,
maar nie die vassit van die plaat en/of hegstuk aan die raam-
werk waaraan die hangerbout moet kom nie,

(9) 'n kantfineermasjien bedien, maar nie kantlyste aansit
nie,

(10) met 'n maspen skuur, maar nie met 'n twee- en drierol-
en kombinasierol-en-band-skuurder nie,

(11) hout- en metazllatie en dwarsstawe aan rame wir stof-
feerwerk in posisie plaas

Sent per
uur
Gedurende die tydperk eindigende 20 Maart
1992 i 319
Graad IV
12 Werknemers wat die volgende werk verrig
(1) Vasbout,

(2) houttappenne en -penne met die hand en/of 'n masjen
maak en/of spits maak,

(3) met die hand en/of 'n draagbare skuurder skuur,
ongeag of die artikels wat geskuur word, stistaan of draa,

(4) soliede hout met die hand of dmv ’'n meganiese
prases buig,

(5} gate of barste iIn meubels met houtvuisel of scortgelyke
stowwe vul,

(6) bedysters, koepels en sokke vir rolwieletjies vassit,

(7) was aanwend,

(8) rande verf en/of vul,

(9) deure en toebehore afhaal voordat dit vir poleerwerk
gereedgemaak word,

{10) met gips of 'n ander vulstof vul,

(11) meubels met sure of a ander bleikmiddel bleik,
(12) 'n gepoleerde opperviak stippel,

(13) slegs met die hand beits, olie, vul en/of vernuwe,

{(14) webband en/of plaasvervangers aansit, maar nie
spiraalvere vaswoel nie,

(15} laaghout of hardebord aan los sitplekke vir stoffeer-
werk vasspyker,

(16) metaal besput,

{17) nempieswerk,

(18) heliese vere en/of ketting- en/of sigsag- of niedeursak-
tipe veerwerk aanhaak,

(19} klapperhaar of ander matenaal met 'n masjien pluis,

(20) die agtergrond van houtsnywerk stippel en pons,

{21) T- en G-randstroke met die hand vasslaan, maar nie
verstekhoekprofiele nie,

(22) bome aan gestoffeerde artikels vasspyker,

(23) werk in verband met enige van die prosesse by die
vervaardiging van veerbinnewerk en/of veereenhede en die
vervaardiging van hui onderdele,

(24) paneeipenne en/of -spykers enfof -kramme wat
witsteek met 'n pons wegkap in die handskuurseksie,

(25) rolle stoffeermatenaal, goung, kahko, crownflex en
dergelike stowwe met die hand oopmaak en/of van selfkant
tot selfkant sny, maar uitdruklik rue 'n patroon en/of fatsoen,
gereed vir stoffeerwerk, na grootte sny nie,

(26) handvatsels met skroewe, boute en moete en skroef-
boute deur vooraf geboorde gate vasheg,

(27) spieéls deur middei van kleefband vassit,
{28) opknapwerk by dte op- en/of aflaaiplek

Sent per
uur

Gedurende die tydperk etndigende Maart

1992 295




13 Employees engaged in—

(1) bolting by hand of bed mattress f ) couch
frames and cots, @
(2} preparing spools for a border quilting machine,

(3) cutting quitted borders 10 length,
(4) punching holes 1n matiress borders,
(5) fithng ventiators and handles to mattress borders,

(6) feeding the nterlacing machine,

(7) cutting and making of pads, irrespective of materials
used,

(8) posttioning of laths and cross-bars, or fixing webbing to
mattress or bed frames,

(9) staining matiress frames,

(10) affixing lugs to mattress frames,
(11) posihoning and secunng mesh to a matiress frame,
(12) hanging loops on needles in compression tufting,

(13) loading, wheeling and operating a cloth-spreading
machine,

(14) operating a teasing machine,
(15) attending a loop machine,
(16) attaching loops or butions or tufts,

(17) staming and/or varnishing frames for bedding by
hand,

{18) assembling, knocking or hooking on woven wire mesh
and chain spring meshes to frames for bedding, rrespective
of the materals of which such frames are made,

(19) foxang bed 1rons,
(20) attaching spring units to bed frames

Cenls per
hotr

During the pernod ending 20 March 1992 295

14 Employees engaged IN—

(1) cleaning and sweeping of premises,

(2) cleaing machinery, plant, tools, spray guns and uten-
sils,

(3) othng and greasing machines and/or vehicles,

{(4) ime-washing
(5) loading and/or unioading vehicles,

(6) handling materals,
(7) pushing or pulling a vehicle or handcart,

(8) detivery by manuaily propelled vehicles,

(9) unpacking, balng and unbaling raw materials,
(10) cleaning and blowing down of equipment,
(11) attending boller, Incinerator and/or oven,
(12) loading and unloading kilns,

(13) making tea or other similar beverages,

(14) treating timber for preservation,

(15) packing articles Into cartons and/or cardboard con-
tainers,

{16) packing articies into cartons and/or cardboard con-
viners and thereafter filing and closing such cartons and

containers,
(17) washing and/or wiping off glue,
(18) stpping second-hand upholstery and bedding,

(19) assisting a furnture machinist in handing matenals
before and after machining,

(20) cutting metal rods, hinges, metal tubes, metal strips,
chain. wire, hoop-iren and similar matenals,

(21) nveting or making threads oniron bolts and rods,

STAATSKOERANT, 23 AUGUSTUS 1991
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13 Werknemers wat die voigende werk verng

(1) Bedmatrasrame, ateljeerusbankrame en bhababeddens
met die hand vasbout,

(2) spoele vir 'n randkwiltmasjien gereedmaak,
(3} gekwilte rande volgens lengte sny,
{4) gate 1n matrasrande pons,

(5) ventleerders en handvatsels aan matrasrande aan-
bring,

(6) die vervlegmasjien voer,
(7) kussinkies uitsny en maak, ongeag die materiaat wat

| gebruik word,

(8) latte en dwarsstawe n posIsie plaas of webband aan
matras- of bedrame heg,

(8) matrasrame beits,

(10} ore aan matrasrame vasheg,

(11) maas aan 'n matrasraam in posisie plaas en vasheg,
(12) lusse aan naalde by dru kdeursteekwerk,

(13) ’n matenaalspreimasyen laal, stoot en bedien,

(14) 'n pluismasyjien bedien,

(15) 'n lusmaakmasjien bedien,

(16) lusse, knope of kwassies vasheg,

(17) rame vir beddegoed met die hand beits en/of vernis,

(18) geweefde draadmaas en kettingveermase aan rame
vir beddegoed monteer, vasstaan of vashaak, ongeag die
materiale waarvan die rame gemaak IS,

(19) bedysters aanbring,
(20) veereenhede aan bedrame vasheg
Sent per
uur

Gedurende de tydperk eindigende 20 Maart
1992 295

14 Werknemers wat die volgende werk verrig
(1) Persele skoonmaak en vee,

(2) masynene, utrusiing, gereedskap, sproeispuite en
werkiute skoonmaak,

(3) masjiene en/of voertute olie smeer,

(4) afwit,

(5) voertuie laar en/of aflaal,

{6) matenaal hanieer,

(7) 'n voertuig of handkar stoot of trek,

(8) met handvoertuie aflewer,

(9) grondstowwe uitpak, baal en ontbaal,

(10) uitrusting skoonmaak en skoonblaas,

(11) 'n stoomketel, verbrander en/of oond bedien,
(12) droogoonde laal en ontlaa,

(13) tee of ander dergelike dranke maak,

(14) hout vir preservering behandel,

(15) artikels in kartonne en/of kartonhouers verpak,

(16) arhkels tn kartonne enfof kartonhouers verpak en
daarna die kartonne en kartonhouers vul en toemaak,

(17) lym afwas en/of afvee,
(18) gebruikte stoffeerwerk en beddegoed uitmekaarhaal,

(19} 'n meubelmasjienwerker help om matenale voor en na
masjienbewerking te hanteer,

(20) metaaistawe, skarniere, metaalbuise, metaalstroke,
ketting, draad, hoepelyste en dergelike materiale sny,

(21} ysterboute en -stawe vaskhnk of skroefdraad daann
SNy,
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(22) operating presses of any type, |33
(23) baling and dipping of upholstery springs,

(24) attending to dust bags and/or cyciones o ing
machines,

(25) glueing sandpaper discs,
(26} wrapping in paper or cardboard,
(27) inserting rubber units into mattress cases,

(28) cutting and glueing together of rubber or substitute
materals,

(29} taping of veneers and attending veneers press,

(30} removing, washing and/or cleaning off glue and paper
from pressed veneers,

(31) straightening and/or cutting hoop-tron used for web-
bing,

(32) filing of pillows, cushions and bolsters with sub-
stances or matenals other than spring interiors and/or spring
units,

(33) beating and/or teasing corr by hand,
(34) cleaning metal rods,

(35) mass-measunng piliows, bolsters, quits and
cushions,

(36) teasing coir or any other matenals by hand,
(37) stnpping bedding,
(38) removing glue from furniture

(39) bending, punching, nveting, drilling and/or assembling
metal parts,

(40) miang, mass-measuring and preparing glue,

(41) applying and/or spreading glue and glue hardeners by
hand, brush or machine, but expressly excluding the putting
together or assembling of furniture parts except in the case of
the employees referred to in subclause (45) hereunder,

(42) operating tenon squashing machine,

(43) marking off by template, patterns and/or '9 In prep-
aration for machining,

(44) marking pattern, template and/or pig,

(45) putting together or assembling furniture parts which
are to be cramped, clamped or pressed Provided that the
ratio of empioyees performing this operation to employees in
receipt of the wage prescribed in clause 1 of this Part who are
engaged in cramping, clamping or pressing shalf not exceed
two to one,

(46) making and jointing sandpaper or discs and belts for
open belt sanders,

(47) straining of matenals,

(48) taping, staplng and/or tacking veneers, plywood and
hard-board on to frames or core matern:al for pressing,

(49) tapeless jointing by machine,

(50) loading and unioading vacuum bag and press of any
kind,

(51) washing off gum or other tapes,

{62) stacking parts after pressing,

(53) assisting upholsterer in holding cover,
(54) rubbing on glue blocks,

(55) inserting corrugated fasteners n the process of as-
sembling frames,

(56) trimrming away by hand or hand tool of excess veneer
after affixing of veneer,

(57) inserting screws into pre-bored holes preparatory to
screwing,

(58) affixing nuts and/or nut covers to boits,
(99) bolting handles,

(22) erige soort pers bedien,
(23) stoffeervere baal en indompel,

(24} stofsakke en/of siklone van skuurmasjiene versorg,
(25) skuurpapierskywe vaslym,

(26) in papier of karton toedraa,

(27) rubbereenhede in matrasslope insit,

(28} rubber of plaasvervangers daarvan uitsny en aan
mekaar vaslym, -

(29) finere met kleefband vassit en 'n fineerpers bedien,

(30) lym en paper van geperste finere verwyder, afwas en
afvee,

(31) hoepelyster wat vir webband gebruik word, reguit
maak en/of sny,

(32) kopkussings, stoelkussings en peule met stowwe of
matenaal vul, maar nie met veerbmnewerk en/of veereen-
hede nie,

(33) klapperhaar met die hand uitklop en/of pluis,
(34) metaalstawe skoonmaak,

(35) die massa van kopkussings, peule, kwilte en stoelkus-
sings bepaal,

(36) klapperhaar of ander matenaal met die hand pluis,
(37) beddegoed uitmekaarhaal:
(38) lym van meubelis verwyder,

(39) metaaldele buig, pons, vasklink, boor en/of iInmekaar-
s,

(40) lym meng, massameet en voorberer,

(41) lym en lymverharders met die hand, 'n kwas of mas-
Jlen aanwend en/of sprel, maar uitdruklik nie meubelonder-
dele inmekaar sit of monteer nie behatwe in die geval van die
werknemers in subklousule {45) hieronder bedoet,

(42) 'n tapplatdrukmasjien bedien,

(43) met 'n patroonplaat, patrone en/of 'n setmaat afmerk
ter voorbereiding vir masjinenng,

(44) 'n patroon, patroonplaat en/of setmaat afmerk,

(45) meubelonderdele wat geklem, geklamp of gepers
moet word, inmekaarsit of monteer Met dien verstande dat
die getaisverhouding van werknemers wat hierdie werksaam-
heid verng tot werknemers wat die loon onfvang wat by klou-
sule 1 van hierdie Deel voorgeskryf word en wat klem-,
kKlamp- of perswerk verng, hoogstens twee tot een mag
wees,

(46) skuurpapier of -skrywe en -bande vir oopbandskuur-
ders maak en las,

(47) matenale deursyg,

(48) finere, raaghout en hardebord met kleefband, kramme
en/of hegspykers aan rame of kernmatenaal vassit vir pers-
werk,

{49) bandlose laswerk met 'n masjien,

(50) enige soort vakuumsak en -pers laa) en ontlaal,
(61) gom- of ander bande afwas,

(52) onderdele na perswerk opstapel,

(53) 'n stoffeerder help deur die oortrekse! vas te hou,

(54) lymblokke aanvryf,

(65} kartelkramme nsit 1n die proses van rame Jpmekaar-
sit,

(56) oortollige fineer met die hand of 'n handwerktuig weg-
werk nadat fineer aangesit1s,

(57} skroewe in vooraf geboorde gate insit voordat vas-
geskroef word,

(58) moere en/of moerdoppies aan boute vassit,
{59) handvatseis vasbout,
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(60) dropping glass into pre-made grooves or rebates, but
excluding the affixing of glass in position with beading and/or

securning glass in any other manner, @ F45

(61) edge veneering by hand,

(62) cutting foam rubber and/or similar substan
shape and/or size,

(63) operating a foam mincing machine,

(64) cutting cardboard n the upholstery section by hand
and/or gutlioting, but excluding the use of any other machine
or the cutting of cardboard in any other depariment,

(65) filing loose cushion cases with filing matenai,
(66) knocking in wooden dowels by hand,

(67) glueing foam rubber and/or similar substances to
cover matenal for quilting only

Cents per
hour
During the penod ending 20 March 1992 295
15 (a) Employees employed as caretakers or watchmen
Rand per
week
During the period ending 20 March 1982 140,82
(b) (1) Employees employed as packers,
(1} employees employed as office messengers,
() casual empioyees,
Cents per
hrour
During the pertod ending 20 March 1992 295

PART Il OF THE FORMER AGREEMENT

7. CLAUSE 2: WAGES
(1) Substitute the following for subclause (1} (a)

‘(1) (a) Employees, other than casual employees —An
employee who dnives a vehicle, other than a steam-wagon,
the unladen mass of which, together with the uniaden mass
of a traller drawn by such vehicle—

(1) does not exceed 2 722 kg

922¢ per hour during the period ending 20 March 1992,
(n) exceeds 2 722 kg but does exceed 4 536 kg

360¢ per hour durning the period ending 20 March 1992,
(m) exceeds 4 536 kg

376¢ per hour duning the period ending 20 March 1992 "

(2) In subclause {4) {(a), substtute the expression
“R20,00” for the expression “R15,00™

(3) In subclause (4) (b), substitute the expression
«R20.00" for the expression “R15,00™

(4) In subclause (4) {c), substitute the expression
“R20,00" for the expression “R15,00”

Signed at East London on behalf of the parties this 11th
day of April 1991

P. W. MACKIE,
Chairrnan of the Council

G. M. MANN,
Vice-Chairman of the Council

Ww. J. CHERRY,
Secretary of the Council

No 13473 235

(60) glas in vooraf gemaakte groewe of sponnings laat sak,
maar nie glas by kraallyswerk in posisie vassit en/of glas op
'n ander manier vassit nie,

(61) rantfineerwerk met die hand,

(62) skuimrubber en/of dergelike stowwe na fatsoen en/of
grootte sny,

(63) 'n skuummaalmasyien bedien,

(64) karton in die stoffeerseksie met die hand en/of n
valmes sny, maar nie 'n ander masjien gebruik of karton in n
ander afdeling sny ne,

(65) los stoelkussingslope met vulmatenaal vul,

(66) houttappenne met die hand inslaan,

(67) skuimrubber en/of dergelike stowwe aan oortrekmate-
rniaal vaslym slegs vir deurstikwerk

Sent per
uur

Gedurende die tydperk eindigende 20 Maart
1992 . . . 295

15 (a) Werknemers in diens as opsigters of wagte

Rand per
week

Gedurende die tydperk eindigende 20 Maart
1992 . 140,82

(b) (1) Werknemers in diens as verpakkers,
(1) werknemers in diens as kantoorbodes,

(11} los werknemers

Sents per
uur

Gedurende die tydperk eindigende 20 Maart
1992 . . . 295

DEEL ! VAN DIE VORIGE OOREENKOMS

7. KLOUSULE 2: LONE
(1) Vervang subklousule (1) {a) deur die volgende

‘(1) {a) Werknemers, uitgesonderd los werknemers —'n

Werknemer wat 'n voertuig, utgesonderd ’'n stoomwa, dryf
waarvan die onbelaste massa, tesame met die onbelaste

massa van 'n sleepwa wat deur sodanige voertuig getrek
word—
(1) hoogstens 2 722 kg 1S

322¢ per uur gedurende die tydperx eindigende 20 Maart
1992,

(1) meer as 2 722 kg maar hoogstens 4 536 kg is

360c per uur gedurende die tydperk emndigende 20 Maart
1992,

(1) meer as 4 536 kg

376¢ per uur gedurende die tydperk endigende 20 Maart
1992 "

(2) In subklousule (4) (a), vervang die uitdrukking
“R15.00" deur die witdrukking **R20,00”

(3) In subklousule (4) (b), vervang die ustdrukking
“115,00” deur die utdrukking “R20,00™

(4) In subklousule (4) (c), vervang die uitdrukking
“R15.00" deur die uitdrukking ““R20,00"

Namens die partye op hede die 11de dag van Apn 1991 te
Oos-Londen onderteken

P. W. MACKIE,
Voorsitter van die Raad

G. M. MANN,
Ondervoorsitter van die Raad

W J. CHERRY,
Sekretans van die Raad




CENMAG FM 30j¢}l
Gold linked &7

DCM-listed Cenmag suffered from reduced
sales to the gold mines, which have been a
major customer Sales to the Evander area
were particularly down Financial director
Victor Farkas says that “no meaningful fore-
cast can be made for next year,” but adds
that the directors are determined to achieve
better than average resuits for the year
Cenmag ended last year with stocks 55% up,
though debtors were down by a fifth, there
was a cash balance of R1,6m but short-term

borrowings were well up
About R3m was invested 1 3,9m shares 1n

Colvest, which 1s listed in the banks and
financial services sector and these shares

have been pledged to Challen Investments

w

A0 g OMPANIES

Activities: Supplies electrical equipment to
heavy industry and mines

Control: Directors 86%

Executive directors: A W Barlow, B Greenbiatt,
CJE Lane, V Farkas

Capital structure: 9m ords Market capitahsa-
tion R5,4m

Share market: Price 60c Yields 11.7% on
dividend, 29,2% on earmngs, p e ratio, 3,4,

| M —

cover, 2,b 12-month high, 65c, low, 50c
Trading volume last quarter, 60 shares

Year to Feb 88 ‘89 ‘90 91
ST debt (Rm) 1,7 1,8 2,7 G,7
LT debt (Rm) 0,0} 0,1 0,3 0,2
Debt equity ratio 001 0,13 040 080
Shareholders interest 0,48 0,43 033 034
Int & leasing cover 241 9,5 8,0 57
Return on cap (%) 13,0+ 16,9 224 14,5
Turnover {Rm) 33,5t 40,7 520 461
Pre-int profit {(Rm) 1,5f 2.6 3,5 2.9
Pre-mt margin {%) 4,5 6,3 6.8 6,2
Earnings (c) 245+ 14,3 18,0 17,5
Dividends (c) — 5 3] 7
Net worth (¢} 130 52 36 52
* Five months to Feb 88

T Annualised

for facilities granted

The group had sizeable unhisted 1nvest-
ments in the film industry About R1,8m was
written off these investments, which imclude
shares 1n such budding classics as 4y Pair,
Sweet Murder and Bush Shrink The direc-
tors value these investments, which had a ny
valuation mn 1990, at R313 000 Tax losses

Conte Cenmag

67
65 j_.__t*,,
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on film mvestments resulted in the current
tax charge falling by R115 000, to
R189 000, and a R687 021 provision for de-
ferred tax was raised

Cenmag 1s making a bonus offer to share-
holders of 14 shares for every 100 shares held
as an alternative to a cash dividend If the
share option 1s taken up 1t will dilute EPS
considerably Until there 1s a significant re-
covery in, gold mining, the outlook for the
share 1s not good Even at the present divi-
dend yield of 11,7% and earnings yield of
29,2%, 1t 15 a speculative counter

Stephen Cranston




TRADE ang equipment financing
company Sasfin achieved a 20,1%
I15e 1n attributabie profit for the year
ended June despite high nterest
rates and recessionary conditions

Earnmgs rose 1 2L,3c a share
(1990 17,7¢) of which a fy]] dividend of
8,5¢ a share {7c) was declared

Roland Sassoon said Sasfin

was well placed to take advantage of
the growing trade Opportunities in
the southery African region, the ex-
Pected marging] reduction in iterest
rates and the anticipated slow return
o real world apg SA  economic
growth next year

nghhght_s_ of the year under re-

View included
of SA’s second
collaboration
House Group

The ISsumng of the first

the successfu} floating
Securitisation issue 1n
with the Discount

gion, he said

In addifion, Sa
ban and Maritzby
finance broker Tec
opened a marketin

tranche of
backed debenture
Asset Securitisation
4 project started 1n

sfin acquired Dyy-
based equipment
hrent Natal and
g office 1n Cape

stock of Sasfin
(SAS) concluded
1958

was to move Sasfin
g a broker in the
t business towards
dent equpment fip-

Sassoon said th
Ings had inere
raticat 24 i fr
ample finaneial
growth,

at although borrow-
ased, with the gearing
m2]11,the group had
Capacity for further

e —————— e

away from bemn
office equpmen
bemng an Indepen
ancer, Sassoon s
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A PRICE war has beenrag-
ing n the office furmture
and supplies industry over
the past few months follow-
g the entry of new players
into the market

Recent moves to find al-
ternatives to the sluggish
traditional office supply
market have seen the es-
tablishment of price-com-
petitive office supply “su-
perstores” The concept
also follows recent trends
1n the US, where office sup-
ply superstores have be-

. come one of the latest re-

talling phenomena

Two new entries 1nto the
market are Mathieson &
Ashley subsidiary Office-
mart, which opened shop n
March, and Makro’s Mak-
roffice, which began trad-
g 1n August

The much older Cecil
Nurse 1s also involved 1n
what industry players con-
firmed was certamly a
price war,

Cecill Nurse MD Dawvid
Levin said he was proud of
claims by other industry
players that he had started
the price War

Cumparlsu,ns between
catalugues uf the major
players, have i1r.u:l1113.‘-31‘:&.‘.1 that :

: flcemart
Cecil Nurse could undercut ’

MARCIA KLEIN

most prices by between
10% and 15%

Levin claimed that Cecil
Nurse had always been the
cheapest and could con-
tinue to be, mainly due to
the company’s high vol-
umes and low overheads

He said there was noth-
Ing new about discounting
office furniture, except that
the new entrants were sell-
ing stationery as well

Resources

Officemart’s entry 1nto
the market could also have
been the spark that caused
the war

The company had been
advertising heavily since 1t
opened 1n March, and Offi-
cemart MD Anton Fick
claimed that his company
had captured 35% of the
market in the Johannes-
burg area since establish-
g 1iself

Fick said not only did the
price war benefit the con-
sumer; 1f also cleaned up

the mndustry But lie also
said the price war would
exert some pressure on Of-

Hu?vever, he said the

company had the resources
to weather the storm He
was not sure that Office-
mart would bring 1ts prices
down to meet those of its
competitors, and said 1t
might mtroduce some nno-
vations i terms of pro-
ducts, financing, marketing
and own label house
brands

While Officemart had not
found 1t easy in the current
climate, Fick said it had
made massive gamns in a
bad period

Makroffice opened 1its
first low-margin, hgh-vol-
ume store last month, sell-
ing stationery, office elec-
tronics, jamitorial and
canteen supplies and
furmiure Makroffice di-
rectors could not be
reached yesterday for com-
ment
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OFFICE furniture group Mathie- | MARCIA KLEIN dend was paxd to shareholders m the

son & Ashley’s (Math Ash’s) earn- previous year
ings plunged from 50,2¢ to 3,3c a Operating income plunged by 9% Despite the sharp turn in resuits,

share 1n the year to end-June 1n to R2.2m (R10,7m), reflectmg the de-  Ringo said the balance sheet re-
what chairman Winky Ringo de- chine 1 margins After the interest  maned strong and gearing stood at
“dribed as the toughest year in bl jumped by 162% to R26m  279% after capex of R8,8m

{R975 000), the group showed a loss of Math Ash was 1n a position to €x-

thie industry 1n the past 20 years
The grut:g: whose gfﬁce Iugmture R347 000 (income of R9,7m) at the  port “a meaningful percentage of its,

4 nillassocrated businesses are housed pre-tax level office furmiture product ranges”, and
in Kallenbach-Hendler, which 15 50% Ringo said taxaiion had not been the group was Iil the final phases of

‘owned by Math Ash and SA Brew- provided for n certain subsicharies  concluding major export contracts
';énés subsidiary Afcol, reported a as these companies had estimated  through 1ts newly created export
8% drop 1n turnover to R1250m &% 1osses of about R10m to be set off ~ arm, KH International Rmgo said
R134.8m) agamst future taxable income this would have a sigmficant effect

% Ringo said sales from continuing A tax credit of R374000 (R391000 OO the group's financial performance, i

office’ furmture operations had - paid), reflecting deferred tax re- and exports would contribute signift-
creased by 8% m volume terms — versed and no longer required, saw cantly to group turnover withn the

although at the expense of gross mar- attributable ncome back m the next 12 to 18 months '
pins He said this indicated that Math  black, but still dramatically reduced In the second half of the year, the

Ash had achieved & significant from R5,7m to R378 000 previous dedicated manufacturing
growth 1n market share as mndustry An extraordinary 1item of R17m facihity of Anglo Dutch was convert-
volumes had declined by about 109%  referred to factory relocation costs, ed mto a more broadly based busi-
in the year investment losses, adjustment to cost ness umt, KH Manufacturing The |
Turnover excluding the group's of mvestments in subsidiaries and re- new unit would manufacture and dis- |
disposal of office qutomation busi-  straint of trade payments tribute high-quahty office furniture
ness decreased by 2% to R119,im The final dividend was passed, as to a much larger and more diverse
£R121,6m} was the interim dividend A 20c divi- customer base, Ringo said |



FURNITURE Manufacturer Romano ‘

' Showed a loss of 7 le (loss of 6,0c) a share in L VARCIA KLEIN

the year ending June 1993 despite Cxpecta-  hageq 0n the potentia] Synergies betweep
10ns of a regj growth in éarnings 1 the Romano ay his other Companies The
current year fullnwmg its restructurmg three Operations wepe bound ¢g provide

After Containing finance Costs to

92



RUSFURN W\ A
Harsh pruning @r

There was surprise 1n the market that Sen-
bank has not started a joint finance company
(JFC) to help remove the burden of the
debtors’ book from Rusfurn Large borrow-
mgs needed to fund a book that was 1nCreas:
mgly difficult to ~ollect proved to be the
downfall of previous chairman Geoff Austin
Competitors like Amrel and,
Prefcor and JD Group, have taken debt off
balance sheet by forming JFCs When Lau-
rie Korsten took over as chairman n July, be
described a JFC as a Serious option
Korsten says 1t proved extremely difficult
to allocate costs between the finance and
trading operations i1 Rusfurn and that re-
moving debtors off balance sheet can just be
playing with mrrors It 18 not SUTprising,
perhaps, that banks have not rushed to start
a2 JFC, considering the state of the debtors
book Prefcor and JD Group, which set up
JFCs earher this year, have far lower bad
debts and arrears than Rusfurn
Announcement of Rusfurn’s R80m loss
was put off until all Rusfurn’s banks had
promised at least to continue funding Rus-
furn at present levels for four years Rus-
furn’s year-end 1s at ihe end of June, s0 SOME
banks apparently took a long time to 8120 UP
Korsten’s perseverance paid off — Rusfurn

MASSIVE LOSS

1950 1991
Turnover (Rbn) 1,29 1,41
Operating profit {(Rm} 160 128
Abnormal 1tem —_ {155)
Attributable (Rm) 35 {79}
Earnings (c) 21,2 {45,5)
Dividends [c) 16 5.5

has been granted surplus bank facihties of
about R500m

The other leg of the Rusfurn rescue pack-
age will be the 1ssue of R250m of convertible
debentures Senbank has promused 0 replace
R150m of preference shares when they be-
come redeemable Korsien believes Rusiurn
now has enough capital for the next four
years The debenture offer 18 @ rights offer,
though much of the burden will fall on Sen-
bank, which has bought management’s 26%
stake and Umdev’s 16%, giving 1t effective
control

Chris Gilmour of Frankel Max Pollak
Vinderine believes that ystitutions are un-
likely to take up their rights unless it yields
interest of at least 14%-15% 1t would be
treated as a junk bond, he says

= \UHZH 6(%3
6m, Rus-

After the accumulated loss of
furn’s NAV 18 stated as 30c The share was
hd at this price over the past two days,
though 1t closed on Tuesday at 55¢ Even the
much more highly rated Amrel trades below
NAV

Korsten can bring disciplines 10 Rusfurn
He has appointed Bill Pienaar, formerly of
Volkskas Merchant Bank, as head of Rus-
furn’s debtors’ management and banking ac-
tivities, over Rusfurn financial director Mer-
vyn Gerszt Under the more conservative
accounting methods, Rusfurn will start with
a clean slate

Almost R155m was writicn off as abnor-
mal inems for provisions after sharply in-

creasing those for bad debts Bad debt provi-
sions were lifted to 30% of gross debtors,
compared with 19% last year Without the
additional provisions, Rusfurn would have
made 0,8c a share Koraten says provisions
have been too low n the past and the prefer-
ence now 1s to be conservative 1 view of
economic conditions

Rusfurn 18 providing comprehensively for
deferred tax Had the group adopted this
accounting pobicy n the previous year, EPS
would have been 21,2¢ and not 56¢ as pre-
viously stated

Ultimately, if Rusfurn s to recover, 1t will
need to improve 18 trading Unfortunately,
furmiture traders, apart from Ellerines, arc
all showing lower earmngs Amrel’s interim
results for September, due next week, are
expected to be sharply down

Dion, predominantly a cash business, can
chase turnover more casily than the furni-
ture chams It will be run as a scparate
operation, reporing directly to Korsten He
says Dion 1s a Very different business from

the rest of Rusfurn, it 18 cash positive and
relies on quick stock turns

The present management teain will stay
mtact As part of the agreement 10 take over
the management shares, they have agreed to
stay on until the end of April 1994, otherwise
they will have to repajy their share obliga-
tions

The 1dea is that once management has
been redirected by Korsten and Pienaar.
they will be able to turn the group around
But 1t 1s an open question whether the bank-
ers can bring about improvements 11 the

~ operational management

Korsten says short-term profit will be sac-
rficed as Rusfurn lays the foundation for
Jater years Investors should wait and see
S_rfphen Cransion
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Amrel hit)
by two po
divisional%g
showings il
By Ann Crotty

Although Amrel’'s furni-
ture operations held up
reasonably well 1n the sIX
months to September, 1its
footwear and apparel divi-
sions were mt badly by
tough conditions

With virtually no pre-
tax profit, the group was
only able to declare earn-
mngs as-a result of a claw-
back from deferred tax
provisions
- This amounted to
R6,2 million, enabling the
group to report a taxed
profit of R5,6 mliion and
attributable earnings of
R54 million — 29 percent
down from the previous
mternm’s R7,7 miliien

‘Earnings per share
were down 25 percent to
59c (84c), from wihich an
- mterim of 19¢ {(28¢) has

been declared

The claw-back 18 based
on management’'s view
that deferred tax should
‘be provided at 40 percent
instead of 48 percent.

The change led to an
adjustment of over
R12 million to the de-
ferred tax position at end-
March ‘91 of R94,6 mullion

-« + Bven with a 40 percent
deferred tax provision,
Amrel remans one of the
most conservative of the
furmture groups

On the operating side,

turnover was down three
percent to R462,6 million
(R476,6 m1llion) and
operating profit fell to
R10,3 mullion (R23,5 mil-
liori) as a result of lower
volumes and the squeeze
on margus in cash opera-
tions.

This reduction led fo a
34 percent rise m finance
costs to R10,2 miliion
(R7,5 million) Pre-tax
profit was R146 000
(R16 miilion)

-




Eagle Furnitur

h::wmgw;7 feel

HAVING consistently 1n-
creased its exports since
1978, merit award winner
Eagle Furniture Industries
improved turnover by 60%
for the financial year ended
April 30, 1991 over the pre-
vious year

MD Doug McEwen says
Durban-based Eagle Furn:-
ture has progressively
placed greater emphasis on
exports and today virtually
all products are sold
abroad

It 1s one of SA’s top four
timber products exporters
and accounts for about 20%
of the mdustry's export
turnover

“However, by targeting a
niche market, the prices we
have achieved are higher
than the average SA timber
exporter ™

He says the company
produces the highest qual-

ty

1ty and most technically ad-
vanced range of products
ranging from solid cabinet
doors to spectalised furm
ture components
Increased turnover re
sulted as new plant and
equipment came on line,
leading to greater plant
utilisation and an increased
mght shift

Effo@

Management strategy
has been to put effort mto
knowing the market, the
major customers, distribu-
tors and competitors

We focus on niche mar-
kets and concentrate on a
few larger customers

This ensures a customer
base which 1s small in num-
ber hut large and stable in
size "

The ongoing traimng of

_“———-

ﬂles high by

the market

statt and a programme of
sending middle manage-
ment abroad regularly to
visit factornes, furniture
shows and retail outlets
where 1ts products are sold
have also contributed to 1ts
SUCCESS

Too often, local export-
ers are only out to make a
fast buck says McEwen

‘In the end, through un-
scrupulous agents and a
lack of knowledge, they
destroy not only their own
reputation, but create enor-
mous problems for other
SA exporters’

Probably Eagle Furm-
ture s greatest success In
achieving export growth
has stemmed from its poh-
cy to pitch a product at a
pilce point which the mar-
ket will bear

‘Costs dont determine
price 1t s a feel for the mar-

---1--,'-—-..-1:-.;
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DOUG MCEWAN

het — unless you under-
stand the market, the cus-
tomer and products you
cannot hope to pitch the
price at the right level,” he
Sdy S
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nosedive by 47%
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f Afcol’s earnings

MARCIA' KLEIN | (Afcol) -3
AFCOL, SA Breweries’ (SAB’s) furmture Share price, e
manufacturing arm, saw 1ts earmmngs | 1500 weokly close -
plunge 47% 1n the six months to end-Sep- 1480 co
tember on the back of severely depressed 1460 S A
conditions 1n the furmiture industry | 1440 |- -
The results reflected worsening condi- 1420 | " B
Lons during the past six months, as Afcol 1400 "
had reported a 14% drop n earnmngs and 1380 |- Yo - A
an 11% turnover increase in the year to 1360 ﬁ_) H_,I N
end-March 1 1340 |- . O
1320 L f ]
The company, the last SAB subsidiary to ~ .
report before SAB releases 1ts results later L1} 40 11 b4 b g
today, showed a 3,3% decline 1n turnover to JFMAMUJIIASO N
R388,8m (R401,9m) and a 36% drop n oper- 91 R
ating profits to R22,4m (R35,0m) 1n the s1x- _ - _ E
month period Graphic LEE EMERTON Source 1 NET

Chairman Laurie van der Watt said yes- R10,2m) and lower equity-accounted earn-
terday Afcol had gamed market share de- fngs ’Smf, profits afteqr t;’x 46,5% down at
Spite the marked decline in trading condi- R12,9m (R24,1m)

tions during the reporting period. Van der Watt said managed and equity-

After a lower dividend mncome and an q thin th . 3
8,5% reduction m1its mterest bill to R10,7m ?gﬁuﬁlnetil 0311119111111:;5&5 Witlun the group ha

9211;;;“)&} Afﬁglagrzﬂﬂrztﬁegnﬁ) 01,3% pre-tax Attributable earnings were 47% lower

A large reductian 1n taxation to R4,0m

PP, L

—_— —_ ——— —

] To Page 2

AfCOl 6’00\1 /q'/”/cll @ From Page 1

at R125m (R23 4m) Earnmngs declined at the
, : year-end He said forecasts indicat-
Similarly to 50,7¢ (95,5¢) a share A 46,3% ed recessionary conditions wauld persist,

lower interim dividend of 255¢c 47,5¢) was
declared, covered two times (47,5¢) Despite the poor results, Afcol had

van der Watt said the balance sheet was ~ £3ined market share and its order levels
scrong, with gearing reduced from 46% to  Were higher than at the Same time last
43% Net assets were maintained at last Y°ar However, Van der Watt said Afcol
vear's levels despite capital expenditure  Was still waiting to see whether these or-
The outlook for the next six months was ders would materiahise

poor, and earnmngs would be “well down” ® Soo Pages 6 and 12
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MATHIESON & ASHLEY (190
Investing for growth
s =

year needs o be

M&A’s performance last
assessed on two levels the actual results,

which were dreadful, and ihe dent 1n profits
caused by devﬂl?pn}ent mmnﬁfﬁm 10 posi-
or future gr
tlﬂg,;gﬂnfg ;?;5 were the worst since the losses
m the mid-Eaighties And market d1sappmnt}
ment with performance since the merger {t)h
office furniture manufacturing interests wl :
those of Afcol, as from the 1989 ﬁnaﬁlcms
year, 18 reflected 1n a dumping of the share

which, at 160c, are lower than at any time

since present management tooK control 1n

1987 22/ iG]

History might prove, however, that the
market has been voting with1ts feet There1s

torted
bt that performance was dis \
e : relating to M&ASS

by a series of factors
d¥1ve to entrench its dormnant position ml;:hi
mndustry and establish new markets —alla

Activities: Manufactures and supphes office
furmiture and equipment

Control: Aingo famuly through Vestacor
(74,4%)

Chairman: A L Ringo, MD J de la H Beck
Copital structure: 77,5m ords Market capital-
isation R18.4m

Share market: Price 160c Yields 2,1% on
earnings, pe ratio, 48,6 12-month high,

3256¢c, low, 150c Trading volume last quarter,
18 000 shares

Year to June ‘88 ‘89 ‘9 "
ST debt {(Rm) — — 0.4 0.4
LT debt {Rm} 33 88 11,9 12,9
Debt equity ratio il m 0,156 0,29
Shareholders interest 057 0,53 054 053
nt & leasing cover 36 8 6,0 83 09
Returrt on cap (%) 153 218 13,0 2,8
Turnover {Rm) 390 994 1348 1250
Pre-int profit {Rm) 79 14,7 10,7. 2.2
Pre-mt margin {%) 202 148 797" 1.8
Earnings {c) 331 683 50,2 3,3
Dividends {c) 125 20 20 il
Net worth () 156 193 214 202

been considerable, if un-

what must have

quantlfiable C
to operating at

ost, which, 1n turn, contributed
little better than break-even.
most was the extent of price-

w—/

cutting needed to achieve 8% growth 1n vol-
ume sales 1n a market said to have shrunk by
40% While charrman Winky Ringo and MD
John Beck bemoan, 1n their annual review,
conditions in the industry which led to
across-the-board price reductions, the fact
that M& A emerged with a much larger slhice
of a smaller pie hardly suggests that it was

M&A seems to have averaged about 14%
last year alone, should be seen as a cost of

acquirtng more market share All else being
equal, this should benefit the group as and

when business conditions return to normal
In sstmilar vein, costs {agam unquantified
and unquantifiable) have been incurred 1n
the establishment of the OfficeMart retail
operation and development of export mar-
kets — which now fall under a separately
managed division, KH International
Neither has made any matenal contribu-

tion to profits, but the imtial response to
OfficeMart 1s said o have exceeded expecta-
tions, while export revenue is forecast to start

flowing this year after the concluston of a

merely following industry trends
| So, 11 a sense, price-cutting, which for

M

number of contracts

One thing that did not suffer unduly was
the balance sheet Since 1988, the group has
moved from net cash of R9,8m to net bor-
rowings of R11,9m, but the debt equity ratio
1s stifl only 0,29 Against this, however, 1t
should be noted that, at current profit levels,
M&A 1s returming only 2,8% gross on total
assets and last year’s profits were insufficient
to cover net finance charges

Objectively, the picture emerges of a
group that 1s basically well structured finan-
cially and, on paper, favourably positioned to
benefit from any improvement in trading
conditions Ringo and Beck believe that, on
the local front, there could be some short-
term benefit from post-VAT purchases and
in the second half of the year, the group
could start to feel the effects’of an improve-
ment 1n economic activity

To this can be added a full year’s benefit
from a more centralised manufacturing

22 149} 1€8)
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COMPANIES

market share

operation, following last year’s relocation
and expansion of the Anglo Dutch factory,
which now incorporates other group manu-
facturing operations, first-time contributions
from OfficeMart, export sales and the elimi-
nation of losses from the office automation
division which has been sold

If all goes according to plan, 1992 results
should show a material improvement, 1n
which case the market could reassess the
share’s low rating But we said much the
same thing a year ago

Brign Thompson
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‘Grant A
ndrews expected to restructure

A MAJOR r .
o estructurmn
niture group Grant Angdrae;}.;ﬁg;idl?lgme I~ , _E — ]
318 BRENT VON ME
1 LVILLE

expected to b
e o et vk
resignation of a top execubee ool the Y e jdwards (138 )
large-sgalian Webber; and rE’unfmanmal — remain "h:hg:umfs Salu,"would probabl
of the ¢ retréenchments Fo Ours “f\l‘lﬂre eri -on” at some of the ’y
he ompany have been ¢} ur divisions pJ not bep pheral divisions, but t Broup s
€ com

wh 0, SO Ciairman Gl'ant was PGISEd t pany sald the
with anulﬁers said, would Prubabgngr “WS,q Sive I'Estruct?lr?::]ahse details of an eg;iil;p
was said to heais:[t?a stake in the new gI:'?; up—. of the group’s 173{:1 which would see SEVEI;
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0 To Page 2 refocus
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Gl‘ant Andl'eWS ?‘i lq' _ ( l%S) from Page 1
sents about 60% of the group’s turimver

lu
ce furmture
) qnce the group’s Listing in 1987, turnover

the group oD its core oifl
| dvision ' .
| Andrews would not comment on the re- has grown from R23m to last year’s R72m
that an an- In the same period, however, and re-
the “boom OF bust” nature of the
of the two major

put confirmed
opendingare  fleclng

" structuring
nouncement Was peudy}él t;aésE P
e Jear to August, industry,
g and the bigger

the group’s resuls for
are not hikely to look  players —
Mathieson & Ashiey (M & A) — have fallen
d 650c to their cur

here were encout=
order books 1in from peaks of 140c an
Grant Andrew Furniture were rent 30c and 140C respectively
~ looking “extremely healthy”, with orders In relation to the rest of the furmture

sector, the two are still mighly rated, with
M&Aonapeof 49,1, and Grant Andrews

 amounting to
The office furmture component of the
group 18 ihe main trading agset and repre- of 19

aging SIENS,




group would provide enough capital
t0 plan and fund 1ts development over
the next four years, accordmg to
execulive chairman Laurie Korsten

Korsten says Rusfurn had em-
barked on a recovery phase after de-
clarmg a R79.2m attributable loss,
primarily because of write-offs and
additional provision for bad and
doubtful debts A solid foundation ;s
being laid for the long-term develop-
ment of the business on the basis of
conservative accounting policies

The group 1s to be refinanced and 1t
has secuared the commutment of all of
1ts banks to continue their funding for
at least four years

Some R250m will be raised with a
rights offer of variable rate upse-
cured subordinated compuisorily
convertible debentures, underwritten
by Senbank, whichk will also substi-
tute R145m short-term preference
shares 1ssued by a subsidiary with

m‘

e

o

BRENT \VON MELVILLE

partially subordinated loans of up to
R150m

According to Korsten the rights 1s-
sue and the R150m support from Sen-
bank would reduce the ratio of out-
side 1nterest-bearing debt to
shareholders’ funds to 82%

In s review, Korsten threw more
light on the group reorgamsation to
improve operational focus Rusfurn
now consists of three divisions which
function as interdependent busi-
nesses Rusfurmture (furmture and
household durables retailling), Dion
(mass merchandising and disounting
of consumer goods), and Rusfinance
(providing consumer and related
finance) e

“Improving the quality of our total
debtors book through professional
management 1s the primary task of
the new Rusfinance division,” he said

0 fm%ng Rusfurn

ﬂﬁq “Adequate provisions would be

maintained until this book had
achieved the high standards set by
the board Risk would be managed on
a profitable basis in line with the new
risk assessment policy ” Rusfurn's
debtors book totalled R754m at June
30 1991, or 76% of total assets

The new Rusfinance division wilj
help set credit policies 1n partnership
with the traders in Rusfurmture and
Dion, determine group financial poli-
¢y and act as the group’s financier

Korsten added that Rusfinance
would also be responsible for risk
management of the group which has
2 gross debtors book of more than
Ribn, consisting of more than 1.2m
accounts

“Our amm, in the medium term
when the economy 15 expected to 1m-
prove, 1s to grow earmings at 5%
above the inflation rate”

Bill Plenaar has jomned the group
as CE of Rusfinance

N T




Rusfurn testing
o dgi‘mwﬂ]{ﬁ' 188/ f

INvestor

With ﬂﬂ“;;”prnﬂt and no dividend
expecteéd’ for the 12 months 1o
end-June' 1992, investors who

+

are prepared to pay 40c a share
for Rusfurn are obviously tak-
g a long-term vView Particu-
larly with an enormous
R250 mullion rights 1ssue Over-
hangmg the market

The share has certain attrac-
{jons — the balance gheet has
just been given a pretty thor-
ough cleaning up and at the
same tune has received a sub-
stantial injection of capital on
favourable terms In addition
management seems set on a
firm long-term growth strategy

But the downside 1S not only
the grim condition of the econ-
omy but-also the posstbility that
the previous lax treatment of
the group’s enormous debtors’
hook could still come back to
haunt earmings periormance

Widespread write-offs have
been effected partly on the
grounds’that the recent deterio-
ration 1o trading conditions re-
quired a tougher jook at the
quality of the debtors’ hook But
1t also seems to be the case that
the present state of the debtors’
book reflects policies gOINg
back as I;Il‘llﬂh as 3 to 4 years

More scope

If this 1s the case then there
could be.scope for even more
cleaning up The new executive
chairman. Laune Korsten wall
want to effect this sooner rath-
or than later This means that
the current net asset value of
99¢ a share (ahead of the
R250 mullion rights 1ssue) could
be furthengeduced

The financial '91 annual re-
port shows that two directors
who were nstrumental 1n the
1089 Rusfurn MBO and the di-
sastrous actquisition of Furngro,
Mr WilleyRoss of Finansbank
and Mr Sidney Frankel, will not
be standing for re-election at
the AGCM mJanuary.s ¥ -

In his executive review Mr
Korsten notes: “0Our revised
projectiongyndicate that the
group 1s unlikely to show a prof-
it for the '91/92 financial year.
We thus do not expect to pay
dividends during that financial
year but expect to resume pay-
ments 1n '92/93”

In the medium term, with an
improved economy, the aim 18
to grow earnmgs at 5 percent
ahove the mnflation rate

Referring to the MBO and the.k

1

e
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1
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atience
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Furngro acqusition, Mr Kor-
sten states “Unfortunately)‘the
shortcomings of the group’s fi-
nancial structure were such
that 1t proved inadequate to
bear the strams of the 1ll-ad-
vised acqusition of the Fufni-
ture Fair Group and an indus-
try-wide deteroration 1n collec-
tions ” i
“Gearmng rose to unaccept-
ably high levels, Rusfurn’s risk
profile deteriorated and turn-
over was affected by declmng
stock levels due to a lackso
working capital ™ e
Notes to the group’s cash flo
statements show that during f
nancial 91 stocks increased b
only R25 mithion Turnover ‘in-
creased by 9 percent — equiva-
lent to R122 rmulhion Lo

1

Accounts recelvable (tr!ad$

debtors and nstalment sales
mereased by R126,7 million

These figures indicate no
only that the squeeze on fund
Linmited stock purchases but als
that the repayment period 03
the debtors’ book was extende
— possibly affected by & hlghm'*
incidence of lapses * |

Notes to the financial state:
ments show that directors
emoluments for managerial an
other services increased by 38
percent to R2,47 million in f1-
nancial 91

In his review Mr Korsien
refers to the restructuring of
the group into three divisions —
Rusfurmture, Dions and Rusfin-
ance Rusfinance will assist 1n
setting credit pohcies with the
traders in Rusfurmture and
Dions and 1t will act as finan-

cier to the group. .

“Consumer credit will con-
tinue to be a sigmficant factor
\n our business, given the pro-
file of the Southern African con
sumer The majority of our ohis!
tomers do not qualify for credit
from the banking sector, and
the banks cannot physically
handle the vast numberidpf
small purchases and typical
monthly instalment payments "

“Rusfinance will arrange
funding effectively for the long
torm whilst managing cash flow

on a daily basis”

F)
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THIS, more or less, 1s how the top cansA em, Afcol and Amrel But the com-
pames would have ranked, had Busimess pany has sold its debtors book to two
Times stuck to the old system of mea- banks for R400-mullion — without re-
surement by earnings-a-share growth \~ course It would not have been able to do
Before we abandoned them because of_that uniess the book was clean
varying definitions of earmngs, the oldY  Unlike several of the others, the Re-
rankings were based on earmings growth < €ver’s practice note 13 means a tax
over five years. This table shows eammggwnte-hack for JD Group, not an addition-
growth over four years 5 alprovision The company deals i the Iu-
Top company here was David Suss-% crative black market and after several
man’s outstanding furmture group, JI, iqudations, furmture will be less com-
Group, which Iifted earnings by 89% a petitive m the next upturn Mr Sussman 1s

year The company has hardly had recog- :g trymng to distinguish JD Group from the |
b

nition for 1ts achievements — 1n the five rest of the sector.

years to September 1991, 1ts share price\y, There 1s hitle doubt that this is a high-

actually fell from 625¢ to 390c ~.quality List and several names here are
JD Group has been tarred with the] prominent in the mam top companies hist

same brush as the rest of the furniture 1n- Others, such as Kipton and Omna, can be

dusiry since shocks at Rusfurn, Morkels, expected to achieve prominence*
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SHO-CRAFT SSURES \1 -1
Tax blow @
- %K

Sho-traft has ncreased 1ts share of the
shrinking exhibition fittings market, Harry
Schwarz says tn his last statement as chair-
man, and 1t expects more opportunities as
overseas traders again exhibit 1in SA

The company has the local licence for
SYMA, a Swiss-developed alumimium con-
struction system used 1n ¢xhibitions, which 1s
continually being upgraded SYMA bult
the SA stands at the Lisbon Trade Fair after
liaising with Sho-craft During the year,
Sho-craft imported new tooling and ma-
chines to make jewel boxes, mainly for the
export market

Turnover mncreased by 6%, but the pre-
mmterest margin was sharply up However,
the performance suffered from a change 1n
export incentives that used to give substan-
tial rebates for overseas visits The effective
tax rate chmbed from 18% to 40%, leading to

52 « FINANCIAL MAIL + DECEMBER = 13 » 1991

iy

B0 \ 8 &

vz v a0

Aclivities: Designs and manufactures jewellery
displays, specialised packaging, point-of-sale
units, shop fittings and exhibition stands
Control: Directors 85%

Chairman and MD: F V Haymann

Capitul structure: 13m ords Market capitalisa-
tron H6,.5m

Share market: Price 50c Yields 2% on diwi-
dend, 4,4% on earnings, p e ratio, 22,7, cover,
2,2 12-month high, 60c, low, 29c Trading
volume last quarter, nil shares

Yeur to February 28 ‘88 ‘89 90 9

ST debt {(RO00) 223 115 223 45
LT debt (ROOO) — 61 182 288

Debt equity ratio 0,09 — 0,74 0,06
Shareholders interest 0,82 0,83 073 0,75
Int & leasing cover 24,2 — 13,2 6,5
Return on cap (%) 145 14,3 10,2 13,8

Turnover {Rm) 3,8 5,3 6,0 64
Pre-int profit (RO00) 459 626 397 5656

Pre-int margin {%) 12,2 11,8 6,6 8,8

Earnings {(c} 3.1 42 23 2,2

Dividends (c) 1,5 20 1,0 1,0

Net worth {c) 20,0 22,7 221 23,3
Cegté; Sho-craft _

Saurcn | NET

1991

a 5% fall in attributable earmings The divi-
dend was pegged at l¢, as the board 1s
confident about prospects

Net borrowings were halved, with cash
resources rising from R10 000 to R143 000
Geanng 1s low This year the tax rate 1s not
likely to rise much further, so benefits of any

improvements in operating income should be
seen at the bottom line

Since year-end, there has been a fire at
Sho-craft’s display and packaging factory,
with stock damaged by soot Production has
been relocated, but, inevitably, deliveries
were disrupted

At 50c, the price 1s well above net worth
The business offers interesting prospects,
though the counter 1s rarely traded

Stephen Cranston
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office

count office supply industry have already
| seen the demise of some players

But new companies are still being at-

tracted to SA’s new high volume low over-
. head discount office supphes superstore
. industry,
Waltons is the latest entrant into this
' market, which follows trends set in the US
E and has provided many office furniture
groups an alternative 1o the slugpish office
furmiture market, which has shrunk by
about 30% during the recession,

Players in this market have been slash-
ing prices 1n a bid to attract customers.
This price war has already seen the demise
of the Argent Group as well as some
smaller players.

Remaining, major players include Cecil
Nurse and relatively new entrants —
Mathieson &~Ashley company OfficeMart
and Makro’s Makroffice

Waltons opened Waltons Discount Su-
perstore on December 4, Marketing direc-
tor Brian Taylor, said the store had the
widest rangé'of, office’ furniture and sup-
plies. T ),

He said Waltons was constantly assess-
ing the market and would decide on further
developments, but it has already planned

2Dty 3]

Supp

" CUT-THROAT activities in the highly m
- competitive — and fast growing — dis-

ard

n high in

4y,
1es sector

another store for early in the new year.

According to Taylor, Walton's store is
shghtly different in that it combines its
existing operation — including service —
with a cash and carry superstore,

In terms of the price war, Taylor sald
Waltons was meeting the industry prices
and staying competitive.

OfficeMart's newly appointed MD Neal
Quirk said that since opening early mn 1991,
«OfficeMart has gained significant market

share at a time of general decline in the |

economy’,

National

“Raght now we are gaining a larger slice
of a smaller pie and when the market
expands again, 50 will our share”; he said.
OféiceMart is anticipating a turnover of
R36m In 1its first year of operation.

Quirk said he intended to turn the com-
pany, which already has several stores in
the Transvaal, into a national retail chain.

A Makroffice spokesman declined to
comment on the price war, but said the
cdmpany was lookiiig at expansion during
thus year. Its flagship store in Wynberg had
shown encouraging resuits.
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Rusfurn not expecting real growth until 1995

RESTRUCTURED.and rationalised Rus-
furn would not show a profit in the full year
to end-June, executsve chairman Laurte
Korsten said at the group’s AGM this week
Real growth wuuld nut be reahsed 1n the
next three years 5 ID I z
Although turnover mc sed 8% 1 ﬁé-
cember over that of December 1990, more
conservative accounting and crerht poli-
cies had seen an attributable loss 1n the
first s1xx months of the fiscal year, he said
The group reported a R79,2m attributable

loss n the full year to end-June 1991 on a one-for-10 basis |

| ANDREW GILL (_jgg )

A “comprehensive rationalisation plan”
would be implemented before the end of
the financial yvear “The backing of our
bankers wili allow us to concentrate on
obtaming quahty new business,” he said

However, the recovery would not be a
short-term process

At the AGM, shareholders agreed to
Rusfurn’s R250th ‘fights issue and ap-
proved the cunsohdatmn of Rusfurn shares




G RL T e sl e

K - A _— _— — I - L™ —l

COMPANIES

RUSFURN
No more teddy bears

Activities: Retails furmture, apphances and
consumer durables Finances consumer credit
Control: Senbank 41%

Executive choirman: L P Korsten

Capital structure: 774m ords Market capital-
isation A57m

Share murkel: Price 33c Yields 16,7% on
dividend, mi 9% on earnings 12-month hgh,
160c, low, 33c Trading volume last quarter,

367 000 shares
Yenr to June 30 ‘88 89 90 91

ST debt (Rm} 8,1 — 238 401
LT debt {Rm} 119 108 o —
Debt equity ratio 062 036 2,54 837

Shareholders mterest 0,35 0,43 0,16 0,07
Int & leasing cover 34 36 2,2 0,8
Return on cap (%) 10,6 12,7 16,0 13,0

Turnover (Rm) 730 934 1287 1409
Pre-int profit {Rm) 61 g8 168 128
Pre-int margin (%) 8.4 94 12,3 9,1
Earnings {c) 26,0 36,3 21,2 {45,5)
Dividends (c} 7,6 0,56 16,0 5,5
Net worth {c} 116,6 138,8 84,9 258

The 1990 report, with the euphona of the
management buy-out at its height, included
a prcture of the:directors horsing around with
plastic toys with non-executive director Sid-
ney Frankel holding a blue teddy bear

A vear later, Rusfurn has produced a
report more in keeping with the sober mood
now that the somewhat dour banker Laurie
Korsten has succeeded the ebullient Geoff
Austin as chairman The directors are lined
up 1n matching shirts and ties, and clearly
straining to smile Management 1s not exact-
ly overwhelmed to be back in the Sanlam
camp The takeover has been dubbed The
Revenge of the Nerds

Before Korsten arrived, management was
faced with slower collection rates and was
forced to tighten credit approval parameters
Some of the chamns continued to do well
| operating profit of the mddle-market Rus-
sells and Giddy’s increased by a quarter
Dion’s profit rose by about 7% to R27,3m,
despite the the weaker performance of cash

businesses throughout the year
The worst results came from the Furngro

chains, acquired at the time of the MBO
Furniture Fair was closed Harmony and
Montana made an operating loss of R9,6m
Wanda Frasers, the biggest contributor
1990, saw profits down by a quarter

Korsten says Rusfurn will reduce 1ts expo-
sure to the lower-income market To super-
vise the debtors’ book more closely, he has
set up Rusfinance, which he says will
arrange effective long-term funding and
manage daily cash flow As part of the re-
structuring, Rusfurn’s balance sheet has
been re-evaluated Provisions for doubtful
debt have been hiked from 19% of the gross
book to 30%, about Ellerine’s level (though
that group built 1t up much more gradually)

The higher provisions were the main con-
tributor to an abnormal item of R155m,
itself the bulk of the bottom-line loss

The 1990 results have been restated The
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new team has transferred more than R100m
from equity funds to deferred tax The re-
deemable prefs are now shown as debt rather
than outside shareholders’ interest But Kor-
sten will treat a support facility from Sen-
bank as equity Senbank will substitute the
R145m of redeemable prefs with similar or
alternative funding

It 15 also underwriting the 1ssue of convert-
ible debentures to raise R250m, at 65% of
the prime overdraft rate, that must be re-
deemed between 1996-1998 Rusfurn also
proposes to consolidate 1ts shares one-for-10

Rusfurn has some sound businesses, like
Giddy’s, Russells and Dion, but still has a
great deal of work cleaning the debtors’
books 1n Wanda Frasers, Arrow, Montana

and Harmony Amrel has been trying to
clean up 1ts Tip Top and Triangle books for
five years, and has still not finished the job

Korsten says a profit 1s unhkely this year,
and does not expect dividends to resume even
the year after The medium-term aim 1s 10
grow earnings by 5% more than inflation

Rusfurn will be starting over with a con-
servative balance sheet, and management no
longer has an incentive to chase turnover for
its own gamn Senbank has taken over the
total management shareholding arising out
of the MBO on condition that managers
must get Bankorp approval if they wish to
leave before April 1994

At 33c, the share price 1s still a premium
to (the neghgible) NAV Rusfurn has a
reasonable chance of recovery under the new
structure but furmture trading will be tough
for the next year or two, and 1t 15 resigned to

Rusfurn’s Korsien profit

unlikely this year
W
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losing market share while 1t cleans up the
book The risks are many but, 1f all goes well,
the share price could be a good deal mgher
three years hence Stephen Cranston




OﬂiceMar
to exp

Stlwee,
OFFICEMART, a subsid-
| diary of Mathieson & Ashley,
plans to go national once new
managing director Neal
Quirk has streamlined sys-
tems and improved re]atmnu
ships between staff and eus-
tomers

Mr Quirk, a former
director of Pick 'n Pay
Hypermarket and general
manager of the Boksburg
Hypermarket, says the 1dea
15 to go national with a chain
of OfficeMarts

For the moment, however,
growth will be consohdated
and a fine-tuning policy
adopted before the next big
expansion drive,

OfficeMarts operate from
Steeldale, Sandfon and
Isando and although the
stores have been open for
fewer than 12 months, turn-
over 1 the first year 1s ex-

| pected to exceed R36-mullion

and
%4-55 _Mﬂz_.

Business Times Reporter

Mr Quirk says “Since its
Inception, OfficeMart has
gamed significant market
share at a time of general
decline 1n the economy
Clearly, our tumng for a
major entry into the office
supplies market could not
have been better

“It 18 a concept whose {1me
has come because corporate
margins are tight, every cent
counts and cuts 1 cost cen-
tres, such as office automa-
tien, stationery and office
furmture, make a magor dif-
ference to the bottom Line ”

Savings offered by Office-
Mart are significant, says Mr
Quirk, and prices are on

average between 20% and |

30% below recommended re-
tail figures

NEAL QUIRK Good timing

|
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Rusfurn’s R250 million recapi-
talisation involves an mitial 2,5
billion share 1ssue at 10¢ a
share Following this, all the
shares 1n 1ssue wili be consoli-
dated on a 10 for 1 basis This
wil] leave Rusfurn with 257 mil-
lion shares 1n 1ssue

Executive chairman Laurie
Korsten said yesterday that the
capital injection and the com-
mitment of Rusfurn’s bankers
to continue thewr funding sup-
port for at least four years
would give the group a sound

I financial base

“We are looking at a three-
year recovery phase before
Rusfurn can generate meaning-
ful profits,” he said

The group recorded a loss for
the imterim period to end-De-

cember after a R79 milhon at-
tributable loss 1n the year to
end-June last year

Mr Korsten added that the
group had equity funds of
R51.9 million af the end of June,
which translated to a net asset
value per ordinary consolidated

share of 298¢
In terms of the offer share-

holders can subscribe for 1440
convertible debentures for
every 100 ordinary shares at
100c per convertible debenture

More attractiv

“Since Rusfurn will not be
paying dividends on 1ts ordinary
shares during this financial
year 1t was decided that the
1ssue price would be based on a
more equitable and attractive
basis ”

Rusfurn was effectively belng

'Rusfurn pitches 1ssue at 10c a share
Finance Staff SR ' g’f / ?_L

recapitalised by the 1ssue of the
convertible debentures, and or-
dinary shareholders will be
funding less than 5,25 percent of
total assets, Mr Korsten said

The proposed debentures will
earn Interest at a rate of 65 per-
cent of the prume rate

Mr Korsten said that plan-
mng of comprehensive rational-
1sation {0 1mprove operational
focus was at an advanced stage,
and the plans would be imple-
mented hefore the end of June

In October last year Rusfurn
announced that i1ts bankers had
committed themselves to sup-
port the group’s recovery with a
package that comprised the
rights issue capital mmjection of
R250 million, a continuance of
existing bank lines of R461 mil-
lion and fresh debt funding of
R200 million
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Rusfurn gets f%lggng

Bliocay

RUSFURN said yesterday the commut-
ment of 1fs bankers to contimue their fund-
Ing for at least four years would give the
group a sound financial base

Announcing details of the group’s R250m
rights offer, executive chairman Laurie
Korsten said “We are looking at a three-
year recovery phase before Rusfurn can
generate meaningful profits ”

Ordinary shareholders registered on
January 24 wll be entitled to subseribe for
t 1440 variable rate unsecured subordinated
compulsorily convertible debentures for
every 100 ordinary consolidated shares at
180c per convertible debenture

Ordinary shares were consolidated on a
10-for-1 hasis from the begiimng of this
week

Rusfurn 1s being recapitalised by the
1ssue of the convertible debentures, and
ordinary shareholders will fund than 5,25%
of assets as at June 30 1991

Korsten said planning of comprehensive
rationalisation was at an advanced stage,
and would be implemented before the end
of June * ¢

The group’s new Rusfinance division’s
primary task was to improve the quality of
the total debtors book, and Rusfrun was
concentraing on obtaining new quality

Business Day Reporter

business

“Since the implementation of more con-
servative accounting and credit policies
we recorded an attributable loss of R79,2m
for the year ended June 1991 as well as a
loss for the first s1x months of the current
fmaneial year

“We believe that the 1ssue price of 100c1s
realistic given the current unprofifability
and the three-year recovery scenario,”
Korsten said

“After we cleaned up the balance sheet
we had equity funds of R51,9m at June 30
1991, which translates to a net asset value
per ordinary consolidated share of 298c

A spokesman for Senbank, the under-
writer to the offer, said the price shonld be
seen as an “attractive opportumty to par-
ticipate 1n Rusfurn's recovery” .

The proposed debentures will earn inter-
est at a rate of 65% of the prime overdraft
rate charged by Bankorp payable half-
yearly in arrear on July 31 and January, 31

Debenture holders wiil be able to con-
vert their convertibie debentures into ordi-
nary shares on a one-for-one basis i Feb-
ruary 1996 or February 1997 Any
debenlures not yet converted by February
1998 will be automatically converted

_"_-_\_-—__
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Two ways of lo
at Rusfurn’s is

One of the major debating points
regarding Rusfurn’s R250 milhon
rights 1ssue concerns the price.
Was 1t pitched at 10c or 100c a
| share?

Technically speaking, because
the rights 1ssue ocewrred imme-
«(1ately after the consohdation of
shares on a one-for-ten basis, 1t
1S more correct to say that the
1ssue was pitched at 100c

But 1f there had not been a
consolidation, the shares
(2,5 billion nstead of 250 mllion)
would have had to be miched at
10c a piece to rase R250 rulhon,

So, for someone who bought
Rusfurn shares at 140c a share
at the time of the management
buyout back i 1989 and who has
held on to them and watched
them shde down to a level of 31c

on Monday, it i1s probably more
informative to refer to a price of
¢

Thuis more accurately reflects
the deterioration mn shareholders’
wealth over the years. It reflects
the massive reduction in share-
holders’ funds to R51,9 mullion at
end-June 1991 from R140,7 million
n 1990 |
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It 15 this 10c¢ that compares
with the 3lc that applied to the
174 mmlhon shares that were 1n
1ssue from the time of the MBO
to the close of busmess on Mon-
day

From the start of business yes-
terday those 174 milhion shares
were consohdated on a one-for-
ten basis So anyone who held
1 000 shares on Monday, had only
100 on Tuesday. But the market
value of the holdmg remained un-
changed On Monday the 1000
shares were worth R310 (1000
times 31c a share). On Tuesday
the 100 shares were worth R310
— 100 times 310c.

Once the one-for-ten consolida-
tion was effected, an additional
200,7 milhon convertible deben-
tures were issued at 100c a de-

—_— —
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Grant And
after major

MARCIA KLEIN |

OFFICE furmiture group Grant
Andrews Holdings (Gahold),
which yesterday reported a trad-
ing loss of R4,1m for the year to

end-August, 1s to delist from the
JSE,

Results for the year to end-August
showed that turnover declined by
215% to R55,8m (R71,1m), and a
R2,8m operating loss had been 1n
curred, compared with an operating
income of R4,8m the previous year

Executive chairman Grant An-
drews, who resumed the responsibil-
ity of group CE 1 August said yester-
day Gahold was mn the process of
major restructurmng This would see
the company lose 1ts pubhic company
profile due to 1ts reduced size and its
limited growth objective A termina-
tion of 1ts listing seemed appropriate

The move follows cautionary an-
nouncements 1ssued last year

After Listing at 125¢ a share 1n 1987,
the <hares reached a lmgh of 140c¢ 1n
1988 as the company rapidly expand-
ed But the price has dechned stead-
ily since then to close yesterday at
26¢, just off 1ts low of 23c a share

* QGahold will convert its ordinary
shares — with the exception of 1 000

—— T
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Grant Andrews Holdings
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shares held by directors — nto re-
deemable preference shares They
will be redeemed at 25c a share to-
wards the end of February This will
be made possible by the mjection of
R4m by management, backed by a
financial mstitution

Following this, as well as the dis-
posal of 70% of chair manufacturer
Seating Limited to a consortium led
by 1ts MD Ashley Goldberg for R3m,
Gahold would apply to be delisted

Andrews said Gahold’s previous
strategy of excessive growth had put
severe strain on financial and man-
agement resources This, together
with prevailing business conditions,

ws to de]ist
restructuring

2.

had resulted in the R4,1m loss before
extraordinary items and extraord:-
nary losses of R3,5m — relating to
disposal and closures — for the year
to end-August

Andrews said the office furniture
industry had been hard hit mn the
economc downturn This had high-
lighted certain fundamental prob-
lems 1n the group’s strategy, he said

He said the restructuring mecluded
disposing of Seating and concentrat-
Ing on 1ts core business, which was
the manufacture of office furmture
for the upper, added value end of the
corporate market He said sigmficant
steps had already been taken to refo-
cus the group’s operations on Its Ori-
gimal core business

Gahold reported a loss of 2b4c
(earnmings of 14,0c) a share, and an
annuahised loss of 25,4c (earnimmgs of
12¢) a share

Andrews said that under the cir-
cumstances, the company had decid-
ed not to declare a dividend

Following the disposal of Seating
and the redemption of the shares,
Gahold would show earnings of 4c a
share for the year to end-August had
the disposal been effective from Sep-
tember 1 1990 and assuming that the
consideration had been invested in
the money market




Prefcor ‘not hurt by
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RECENTLY listed retail and whole-
sale group Prefcor Holdings (Prefcor)
should report good results for the six
months to end-December despite se-
verely depressed sales in the furniture
and retall industries, analysts said
yesterday

The group, which holds the Beare furni-
ture group, Game Discount World and
Clobea clothing division, had forecast pro
forma earmngs of 108,8c (67,7¢) a share 1n
the year to June 1992, and expected turn-
Over to rise by 27% to R1,27bn (R1bn)

Results, due to be published next week,
should show the Beare group — the major
s contributor to group profits — had fared
better than the rest of the furniture indus-
try over the past six months

Although industry sales figures for the
last few months of 1991 have not been
released, Industry players said sales had
dropped dramatically over the second
half of the year

Recent reports by the Beare group indi-
cated 1t had done considerably better than
the rest of the furniture mdustry in terms
of turnover, and analysts said 1t could
show a 25% sales growth while other
major players would show sales which
could be flatat best g

Analysts said this could mean 1t was
simply doing better than some others 1n
the mdustry (through better management
or sites), or that the other players were
being conservative, or that 1t was chasing
turnover at the expense of its debtors’
book

While some analysts said 1t could be
chasing turnover, others said its relation-
siup with Firstpref, in which much of the
burden of the debtors book was taken
away from the company, should satisfy
shareholders that the debtors book was
healthy
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Although a smaller contributor than the
Beare Group, Game was expected to do
well as 1t was managed well and was a
cash business, analysts said

Since listing 1n August last year at 500c,
Prefcor has not been well rated by the
market

The share closed yesterday at 350c¢
after touching a low of 325¢ last month
and reaching a high of 475¢ just after
listing

Despite scepticism about the group’s
ability to meet its forecasts and to sustam
its optimistic earmings projections, ana-
lysts said the company was soundly based
with an excellent, experienced manage-
ment team

They said the calibre of management
did not point to the company chasing
sales, but now that 1t was a listed com-
pany, 1t mght feel pressure to show
growth

This could compel it to reach its tar-
gets, which were set when furniture sales
were still buoyant, and 1t might not have
anticipated the extent of the downswing
In the mdustry

But analysts said -a continued sound
performance could still prove them
wrong in the longer term

—_——
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saled decling,

THE marked decline 1n the
sale of furmture, appl-
ances, TV and audio equip-
ment in 1991 is patently
clear in recently released
sales figures for the year

Figures compiled by the
Retailer Liaison Commit-
tee and released yesterday
by the Furniture Traders
Association {(FTA) show
overall sales of furniture,
apphances, TV and audio
equipment grew Dby only
6,6% at current prices in

Furniture ‘

' 1991 over 1999, In 1990 sales

l cember 1990

'! ness in'1992

rose by-25,8% over 1989
" Althgugh 1991 sales are
far from encouraging, they
must be viewed against the
high base 1 1930
While sales averaged be-
tween 20% and 30% for
most of 1990, overall sales
grew by 17,6% January
1991, and dechned steadily
The 1091 figures Show
that furmture sales grew by
only 3,3% over the year,
while apphance sales grew
by 10,7%; audio by 12,1%
and TVs by 8,4% — a sub-
stantial de::lme} since De-

FTA executive director
Frans Jordaan ;sald retail-
ers were, cantiously opir-
mistic of mmproved busi-




ROMANO FURNITURE P}y (q7.
Looking for synergies

Activities: Makes tubular brass, chrome and
epoxy coated furniture as well as domestic hght

fittings @

Contvol: Directors 73,4%
Chairman & CE: P J Marais

Capital structure: 13,9m ords Market capital-
isation RA834 000

Share market: Price 6¢c 12-month high, 8c, ~

low, 6¢ Trading volume last quarter, 885 000

shares

Year to Jun 30 *#88 ‘89 ‘90 91

ST debt (Rm) 2,5 2,7 1,7 2,1
LT debt (Rm) — — 0,1 —
Debt equity ratio 0,7 0.8 0.8 1,7

Shareholders” nterest 0,4 0,4 0,4 0,2
Int & lgasing cover 11,1 — —

Return on cap (%) 13.8% — — —
Turnover {Rm) 106 10,5 11,6 10,6
Pre-int profit {(Rm) 1,4 0,2y (0,30 10,6}
Pre-int margin (%) 13,0 —_ — —_
Earnings {c) 3.8+ (21 B0 7.1
Dwidends (c) 2+ e — —
MNet worth {c) 25 23 16 9
* 16 month trading period

+ Annualised

The 1988 transfer from the DCM to the main
board 1ronically coincided with a reversion
from profits to losses, which have still not
been staunched

Last vear’s results were pubhshed only mn
mid-January, more than six months after the
year-end, which management says was done
so that new chairman/CE Pieter Marais,
apponted on August 29, could be included

Inexorably, sliding turnover took 1ts toll of
operating margins, profitabiity, lhquidity
and the asset base Gearing was up by 112%,
which 1s worrying in view of the trading loss

The resulting debt equity ratio of 1,7 is too

.
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high for a company with no earnings But
director Marno de Chaud says the company
will continue as a going concern n the fore-
seeable future and has negotiated adequate
financial facilities for this year

Plans for this year include reducing over-
heads and improving volumes by “better
production planning > Marais hopes for syn-
ergies with the Unathi and Cologne furn-
ture group, of which he 1s also chairrman/CE,
and hopes to redirect government work to
Romano’s established infrastructure and ful-
ly automated manufacturing plant.

This will improve the squeezed margins
and provide additional nonseasonal turnover

to supplement reliance on fashionable metal
furniture items
The lighting division’s operations are less
sensitive to fiscal measures than furnmiture
and should help to sustain growth
Management says the furniture trade 1s

generally softening at the top end, while the
black market remains buoyant So sales will
be redirected to this sector

There 15 not much the group can do about
the economy but the share 15 not likely to
appreciate until basic operating problems
are resolved Basil Barber
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PROTEA Furnishers (Profurn) 10-
creased atiributable profit 7,6% {0 At the June interim Stage, @ 24%  2218% at December 1990 t0 about
R13,6m (R12,6m) in the year to end- higher turnover and a 20% Imcrease 100% at end-1891 Details of the
December despite difficult tradmng 1% trading proiit were eroded by a group’s financial performance for the
conditions, the group said yesterday 60% rise 1n Profurn’s interest bill and year were not given

A 5% earmngs mcrease Lo 189c a hike 10 1S taxation Last year Profurn sold TV retailer
(18c) a share was reported on a 30% At the time, charman Fdward 1V Lufe for R3,im due to the substan-
turnover 1pcrease to R131,6m Ronbeck said the group had been sus- t1al mvestment necessary to develop

(R107m)

tained m difficult trading conditions 1 its effect on gearng and 1ts poor

The dividend was maintamed at 4¢ {hrough stringent cOSt control and trading results through labour dis-

4 share and Profurn offered share- assef mana gement

putes and boycotts It expected the

holders shares in lieu of a dividend on Since then, Profurn raised R10m 10 sale to benefit earmngs in the 1991

2 one for 10 basis
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a rights offer to reduce gearing from financial year
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Rusfurn resfructures fOT@OV“y

FURNITURE group Rusfurn has
changed 1ts board and organisational
structure as part of its medum- to
long-term recovery plan

Former Arthur Andersen manag-
mg partner, Barry Adams, and for-
mer chairman of the W & A group,
Bradlows and Joshua Doore, Philip
Jacobson, have joined Rusfurn as
non-executive directors Adams will
chair Rusfurn’s audit commuttee, and
will “play a key role 1n business plan-
ning and rationalisation” Jacobson
will act as consultant and adviser {o
Rusfurn executive chairman Laurie
Korsten and to the group

Korsten sald recently that Rusfurn
would not show profit this financial
year, and warned that real growth

——

MARCIA KLEIN ]

would not be realised 1in the next
three years

Yesterday, Korsten said strategic
analysis over the past few months
had led to the decision to change
corporate structure It was planned
to introduce greater leadership infer-
vention and control, a more focused
operational emphasis, better internal
communication and a greater shar-

g of resources, he said
Grouping into four divisions, more

clearly focused at the operational
level, 18 expected to result in better
operating efficiencies

Dion will be housed in the first
division — mass merchandising The

eyl Al i W [

come furmture and household dur-
ables, mcludes Wanda-Frasers, Ru-
dicks, Furngro and Giddy’s

The thurd division, centred on up-
per to middle ircome durables, will
comprise Russells, Dashaus, Mat-
tress House and General Carpets

The fourtk division, Central Co-
ordinated Services, will focus on ser-
vices including treasury and group
finance, group accounting, tax plan-
ning and computer systems, the prop-
erty portfolio and consumer finance

Korsten said that while Rusfurn
needed strong central policy control
and closer group teamwork, 1t also
needed “to shiit operational decision-
making closer to the action”

L
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Senbank tallyﬂi}oﬁr Ru {Eg_n 5%)283m

REFINANCING Rusfurn furniture gr;:;)
will involve Senbank 1n transactions total-
ling at least R283m 1n underwriting obliga-
tions and converting hiabilities

The furmture company has said that
only 46,7% of the convertible debentures
offered 1n 1ts R250.7m rights offer had been
subscribed for As a result, underwriter
Senbank has had to take up R133,7m worth
of debentures after excess applications
were allocated in full

Apart from this outlay, Rusfurn execu-
tive chairman Laurie Korsten recently
said that Senbank would also substitute

—-__ﬁhl-iﬂ-hi-_-ﬁ-—_-—p__-__g—_

MARCI

R145m short-term preference shares is-
sued by a subsidiary with partially subor-
dinated loans of up to R150m

After showing a R79,2m attributable loss
for the year to end-June 1991, mainly due
to write-offs and additional provisions for
bad and doubtful debts, Rusfurn embarked
on a restructuring programme which 1n-
cludes a commitment from its bankers to
continue funding for at least four years

The refinancing would reduce gearing to
32%, Korsten said
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DASHING Office Furm-
ture 1s probably in the
strongest position this
year of any of the office
furniture companies in
SA, says MD Franco
Barocas

“Even though the mdus-
try has suffered, we have
been planning for the last
fwo years for this type of
Scenario

Stronger

“We have established
tight-knit, well-motivated
teams In our manufactur-
Ing, sales and service oper-
ations and are set to meet
the problems of 1992 head
on and, hopefully, come out
even stronger”

He claims Dashing has
taken the number one posi-
tion in the industry, with
about 23% of the market
valued at around R200m a
year

Aithough the company
expects to increase market
share within the next 12
months, margins are hkely
to come under pressure,

seermngly beneficial to the
customer 1n the short term,
can have serious ramifica-
tions 1n the medium to long
term

This has been evidenced
in the last three months,
with some companies gomng
into liquidation, some
merging and others report-
ing huge losses, he says

Among other things,
Dashing owes 1its leading
position to
0 Management’s decision
to invest R5,5m 1n special-
1sed machinery, dies and
tocling for a new German-
designed office system
called Unit,
[(0The tendency of com-
panies to favour suppliers
such as Dashing, who they
know wiil be around in the
future,
] Dashmg s abihity to pro-
vide chents, where a pro-
fessional demgner 15 not m-
volved, with a
cumprehenswe service that
includes facilities manage-
ment and a detaﬂed design
service through ‘its exclu-

"~ — "
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Plannmg helps
Dashing thr

troublgﬂg, ‘5

1‘83

sive 1n-house CAD system,
as well as an ongeing 1n-
stallation and maintenance
service programme,

O Quality products and
good design, which are im-
portant in the purchasing
decision,

3 Excellent service,

1 Its links with its licence

partners Planmbbel and
Wilkhahn 1n Germany,

which allow 1t to recewve
the benefits of 2 R19m re-
search and development
budget as well as produc-
tion, service, design and
training support

Opportunity

“It 1s also a time of op-
portunity for the well struc-
tured, creative and finan-
cially stable companies,”
says Barocas

“We have started our ex-
port programme and hope
that within the next 12
months this wiil grow and
enhance our local produc-
tion, thereby leading to
benefiéial’ economies of

rr e
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FRANCO BAROCAS

scale for our local and
overseas customers”

In addition, the company
15 hecoming recognised for
1ts variety of conference
furmture and 1ts leadership
n this field

“Dashing’s leading posi-
tion n product design and
quality has benefited the
enfire SA office furmture
industry,” says Barocas

“This 1s because Planmo-
bel and Wilkhahn spend
huge sums on research and
product development and
Dashing brings these tried,
tested and iternationally
accepted products mnto the
local market”

“These become the
benchmark standards in SA
and ensure that by trying to
emulate them, the stan-
dards of local products also
improve ”

—_——




THE findings of mterna-
tional research mto mew
product applications has
prompted Dashing to em-
bark on production of a
new ergonomic chair
range.

This will add another di-
mension and complement
those seating products
offered by the company

Marketing director Don
Bethell says the new chair
range 1s aimed at the
more price-sensitive seg-
ments of the market

The latest range 15 con-
prehensive and provides

" seating with the same con-
"ceptual design — from
simple visitors’ chaurs to

Research leads to aggl
I

executive high-back
chairs

Included m the range
are specialist products for
termimal operators, typ-
ists, clerical staff, man-
agement and others.

The new seating range
will feature a “knee tilt”
mechamsm which he says
1s a dynamic component 1n
the make-up of the overall
product.

In addition, the body
contours of the backrest
design are such that they
ar 2 ergonorically correct
and will enhance posture
at various tasks, he says.

In the next few months,

Dashing will also intro-

—_—rL r orrroma”

ed dimension in seating |
L1392 |

duce a range of executive
furniture aimed at mddle
management and execu-
tives, featurmmg wooden
components without met-
al frames )

Extend\1¥%

Apart from products
such as desks and tables,
the range will extend
through to executive bar
umis as well as book
cases, glass front cup-
boards, eredenzas, TV
cabmets, occasional furni-
ture, coffee tables and
other 1tems,

“The produets also take
mto account the needs of

jady executives who tend

to prefer the softer lhnes ii
as opposed to angular |
pieces.

“This option was mtro- |
duced to provide interior
designers with an alterna-
five to the comventional
shapes flooding the mar-
ket,” says Bethell.

The fimishes have not
been finahsed, he says

“However, a decision
has been taken to exclude |
tropical and ramnforest |
hardwood, as Dashing has |
decided to lead by e€xam- |
ple and will soon enter
into a programme to show §
its commitment to envi- |
ronmental awareness.” |
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SURVEY

Strong links to German manufacturers

are a key element belhind Dashing

Office Furnrture’s success in the office

furniture market. Not only does

—_— T, O oy does
Dashing benefit from up-to-date

research, design and technology but

the company also has access to skilled

German-trained personnel. LYNNE

CARLISLE reports.

GERMAN Links are a key
element behind Dashing’s
leading posifion 1n the
office furniture market,
says MD Franco Barocas

Not only does Dashing
benefit 1n several areas
from 1ts licence agree-
menis with Planmbel and
Wilkhahn, but the South
African manufacturer and
supplier also employs

German ;m.:r are a ke

“Hl31q2. -

skilled German personnel]
The licenced partners,
both based near Hanover,
have given Dashing access
to the world’s most up-to-
date research, design and
technology

Planmdtbel, a licence
partner since 1972, designs

and supphes desking and
storage systems

Dashing’s links with seat-
1ng designer and manufac-
turer Wilkhahn go back to
the late "70s

“In addition to the exten-
sive research and develop-

—_—

y to business success

ment base, state-of-the-art
product designs and superi-
or manufacturing proces-
ses provided by each -
cenced partner, Dashing
has additional German éx-
pertise™to rely on without
cost to us or our clients
“Some of our key produc-

tion people manning expen-
sive machinery hold Ger-
man craft degrees,” says
Barocas

As part of its programme
to develop local expertise
and skills, Dashing 1s spon-
soring a stadent, who works
at 1ts factory during vaca-

Ll |F'.LF

tions, to study for such aj
degree 1n Germany

Frequent visits by other|
staff, sent on six-week|
training programmes, to
both of 1ts licence partners
In Germany also enable
them to keep abreast of
world developments 1n fur-
mture design, office plan-
ning and working environ-
ments




M & A rtakes

a bad beatlng

Finance Staff

1)

One of the highflyers on the JSE
over the past few years, office
furniture group Mathie-
son & Ashley (M & A), has re-
ported dismal interim results in
the si1x months to December

Despite a 17,5 percent rise 1
turnover to R74,6 million
{R63,4 million), operating prof-
1ts fel! to a loss of R1,08 million
from a profit of R2,7 million 1n
the interim period 1n 1990

The directors say margins
came under pressure, given the
continued deterioration of trad-
mg conditions 1n the competl-
% Aive office furniture industry

‘Financing costs surged from
Rl 2 million. to R1,9 million
after M & A made a substantial
investment 1n establishing re-

tail operation OfficeMart

Earnings per share showed a
loss of 11,6¢c from the prevmus
year’s 6, % profit >

The interim dividend has
been passed

Group managing dlrectur
John Beck says that an exp ect-
ed recovery in demand fur of-
fice equipment did not materxi-
alise after the imtroduction uf
VAT 1n Octoher

He does not expect a mgmﬂ;
cani{ recovery 1n the market
and predicts a further loss for
the full financial year '

He adds, however, that the
balance sheet remains strong,
with gearing of 38,5 percent,
which puts the group In a posi-
tion to take advantage of an 1m-
provement 1n market condi;

tions :
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late to the internal working
environment "

[.ast November, he
visited the annual congress
of the International Facih-
ties Management Associ-
ation (IFMA) m San Diego

KEEPING abreast of inter-
national developments 1n
the otfice working environ-
ment and facilities 1s part
of Dashing marketing di-
rector Don Bethell's job

proving the environmental
quality of buildings for
office workers

Having visited many
oftice environmental semi-
nars throughout the weorld,

ing the environment, but
also about many other
facility management is-
sues, says Bethell

Attention was also given
to work space specifica-

BUSINESSES can save
millions of rands
through the purchase of
Dashing’s revolutionary
new “Unit” range of
multi-purpose office fur-
niture, says Dashing MD
Franco Barocas

He says this internation-
al award-winning range 1s
setting new production
standards in the local furm-
ture industry

Conceived by German-
based licence partner Plan-
modbel and manufactured
exclusively by Dashing, the
Unit range breaks with con-
vention in its design

“It places South Africa at
the cutting edge of state-of-
the-art office furniture
comparable to the best
Kurope has to offer,” he
says

“Umit sets new standards
in space saving, cost-effi-
ciency and engineering ex-
cellence because of its In-
telligent design, quality
materials and sophisticat-
ed manufacturing process”

While competitively
priced, Barocas says the
range has other pricing ad-
vantages

“When one takes nig

ST
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account the saving on office
rentals reduction in build-
Ing costs or the facility to
expand withun a bulding
rather than having to move,
Umt becomes the most
cost-effective product
avallable ;n SA”

He says Unit 1s fast be-
corming the system to be
considered before com-
panies make a final deci-
sion on the purchase of
office furniture

“It has captured the
imagination of some of the
couniry’'s corporate giants
and has resulted in major
orders won against tough
competition

“Smaller compames and
lmage-conscious businesses
are also showing an inter-
est 1n the range”

Simce production com-
menced at Dashing’s Wood-
met factory at Roodepoort
last year, orders have ex-
ceeded R15m, including one
for 1000 work stations

Barocas says improved
office space arising from
this order will save the buy-
er more than R9m n office
space over 10 years

Despite supgestions by
competitors that Dashing
does not have the capacity
to fulfil further orders, he
says oirders to date only

scratch the surface of the
company’s capacity to sup-
ply

“Clents are assured of
contimuty of supply of all
parts due to our long-term
manufacturing commit-
ment

“Moreover, there will be
no disruption to the simul-
taneous delivery of other
product ranges and ser-
vices’

Dashing 1nvested more
than R5,5m in specialised
machinery, toohng and dies
for the range, providing a
manufacturing infrastruc-
ture with the capacity to
supply all of SA’s major
office furmiure contracts
at any time

The basis of design 1s an
extruded alumimum pro-
file assembled with con-
necting components to
form the structure

This frame also houses
all cable ducts to manage
power supplies 1n even the
most highly equipped of-
fices

Umt’s modular compo-
nents can be combined to
create an effective and ex-
tendable work station
which allows the needs and
preferences of each 1ndvid-
ual to be met

Franchises
DASHING Office Furniture
1s establishing a franchise
sales/supply network
throughout South Africa
and neighbourtng coun-
tries

This strategy 1s aimed at
consolidating 1ts dominant
share of the estimated
R150m functional and sys-

ferns segment of the office
furmture market

Holistic p

COMPANIES should have
an holistic picture of therr
office working environ-
ment, and Dashing has the
expertise and facihities to
help them achieve this
Not only does 1t manu-

will cons
Dt e 2
Dashing franchise divi-
sion head Trevor Elott
says independent dealers
are being appointed to mar-
ket the full range of Dash-
1ng’s products and services
on & territorial basis
Three franchises, which
started operating late last
year, are based in Gabor-
one, Windhoek and Pieters-

burg

iwclure comes fr

a__oacr hw __j.
from lighting and access

flooring to partitioning and

airconditioning — services

range from graphic design

to aichifecture, interior de-

sign and colour co-ordina-

tion

iigat
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However, new franchises
are being opened 1n several

other areas op an opgoing
basis | XX
Each fran 1l be

supported by Dashing’s
head office consulting ser-
vices

Dashing plans to make
each franchise self-suffi-
cient 1n order {o provide 1ts

(8% m
Staff also nvestigate

needs ranging from mail
handling to archiving and
the running of antercoms
and librares

“Weeven position shared
equupment strategicallv in

The Unit range sets new standards in s8pace saving and cost efficiency

Computer system
can explore design
colour and lighting

HI-TECH innovations have
become an integral factor
1n providing Dashing’s cli-
ent base with the highest
standard consulting ser-
vice

The latest feature of this
service 15 the company’s
acqusition of the most
powerful and sophisticated
computer aided design
(CAD) software system
ever installed in the South
Afriecan office furmture 1n-
dustry

Office planning and mte-
rior design department
manager Nadine de Bou-

e market share W

clients with a comprehen-
sive service, as with 1ts
wholey owned branches in
Johannesburg, Cape Town
and Durban

“In this way, Dashing
will be able to service cor-
porate clients nationally
more effectively than any
other office furniture com-
pany,” says Elott

[ETETF FE T

vice that the architect/de-
signer can see as bemg
helpful,” he says

Once the office planning
division has analysed the

information generated by |

the consultants a mnﬁﬁmqﬁ

1

expertise [ —

N

cherville says the new CAD
system c¢an answer gques-
tions which Dashing’s com-
petitors’ systems have not
even begun to address
‘““Three-dimensional
colour layouts provide our
clients with the opportunity
to view and consider a vari-
ety of design and colour
combination options

“The system also allows
them to explore the impact
of artificial and ambient
natural light on the interi-
or,” she says

Located in Johannes-
burg, 1t runs on a Hewlett
Packard computer and 1s
also utilised by Dashing’s
branches 1n Durban and
Cape Town

The system has superior
presentation ab:lities and
excellent resolution and
three-dimensional repre-
sentation capabilities

Its software package n-
cludes a facilities manage-
ment module which has -
telligent 1nteraction
between drawings and
worksheets

DISTRIBUTORS OF EXCLUSIVE FURNISHIN
TO THE CONTRACT AND DOMESTIC M

wd  Branches and Agents:

#4 W & A Fabrics — Johanneshurg
Ed  Tel (011) 402-3100

Rowe Innotex — Johanneshurg
Tel (011) 402-3100

W & A Fabrics — Cape Town
Tel (021) 45-27 11

Rowe Innotex — Cape Town
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He travels abroad exten-
sively to learn about the di-
rection of office environ-
ments and buildings

A reason for this 1s that
developments in office fur-
niture are m the hands of
those ndustries or disci-
plines that decide what di-
rection office buildings wall
take

“The major forces seem
to be information techno-
logy, as 1t affects desk-top
requirements, together
with building technology
and those facilitres that re-

B Tel (021) 462-1297/8

,. Distributors of
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y Tel (0431) 23-344

ZIMMER & ROMDE
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im the US

It was preceded by a one-
day international seminar
that attracted delegates
from the UK, the Nether-
lands, Australia, Japan,
France, Canada, the US and

SA

The next congress is
Octoher 1n

scheduled for
New Orleans

Bethell, who also atten-
ded the one-day seminar,
says the conference theme,
Improving the Environ-
was significant
amidst mternational con-
cern over the need for im-

ment,

Incorporating
W & A FABRICS
ROWE INNOTEX

he says the IFMA congi ess,
which attracted 3 700 peo-
ple, was piobably the pre-
mer event

Opportunity

“It was certainly the best
opportunity for people n-
volved with office environ-
ments to meet their coun-
terparts and discuss the
different but related topics
and disciplines that affect
us all”

The II'MA congress not
only provided delegates
with an opportunity to

learn more about improv-
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W & A Fabrics — Durban
Tel (031) 301-3550

Rowe innotex — Durban
Tel (031) 301-2180

W & A Fabrics — Pori Elizabeth
Tel (041) 54-4448

Rowe Innotex — Port Elizabeth
Tel (047) 54-1627/8 |

W & A Fabrics — Zn.ﬁmwmﬂ

Tel (061) 28-082 |

DESIGNERS GUILD LONDON : LIBERTY LONDON : WARWICK LOMDON
INTERMATIONAL : RMROMNIOWELL
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tions, facility financial
forecasting and budgeting,
telecommunications inte-
gration, architectural and
engineering planning and
design, mantenance and
operations, securtty, real
estate acquisittion and dis-
posal, management of
physical plants and general
administrative services

As a new affiliate of the
221-member IFMA, the SA
Association of Facilties
Management stands to
benefit from an exchange
of information on develop-
ment and trammng
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Management o

ADVANCEMENTS 1n
office paper management,
including filing and stor-
age systems, have been
achieved by Dashing
(Office Furniture and asso-
clate company Maultifile
Solutions

Dashing sales direetor
and Multifile Solutions
(MS)} MD Kevin Page says
the companies have en-
abled many busimnesses to
upgrade productivity and
improve office space utili-
sation,

Demand for specialist
advice and well designed

o

—\BUSINESS DAY, Wadneaddy, March 4 1992~ f

filing and storage systems
has escalated in the past
two years as businesses
seek greater efficiencies
m SA’s tightening econom-
1¢c conditions

MS, a Mathison & Ash-
ley Group company, ser-
vices companies m and
outside the group

“We not only service the
office furmiture industry,
but also many end users —
including some of the
group’s old clients that are
re-visited to advise on the
possibilities of upgrading

their paper management

eI, P G ] PR WO,

methods.”

Page says most busi-
nesses have hittle under-
standing of what good fil-
g and storage m an
office enviromment 1s
about

“Orgamsations of every
type and size, including the
banks, insurance com-
panies and mining houses,
suffer from a paper ‘can-
cer’ that hampers working
efficiency and the bottom
Ine

“Over the past decade,
many buildings and offices

have been established

which overlook provision
for paper management,”
he says

MS provides solutions,
starting with 1ts consult-
ancy service

Using products manu-
factured in SA, but includ-
ing some German exper-
tise, Page says MS
provides 1ts customers
with advantages such as’
(1 Space savings of up to
80%:; .
[] Cost savings, including
hardware reductions of
about 20% on a single

piece of office furniture,

—_ - B oam

f paper helps to :_um..m_..”_m _u,.d.n_.:omii

(] Increased accessibility
to information, which un-
proves preductivity;

L] Improvements in aes-
theties through a reduction
11 a2 company’s paper
problem,

O Enhancements 1 office
hygiene through a reduc-
tion 1n excessive paper ac-
cumulation, making clean-
Ing easier.

“Our consultancy in-
cludes 1mplementation
and the ongoing servicing
of the systems we have de-
signed,” he says
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FURNISHING a presti-
gious office complex
like BankCity, which 1s
to accommodate 5 000
staff, 1s a tremendous
challenge

Dashing clinched the
R20m contract to design
and 1instal 1nnovative
workstations

Requiring modern and
ergonomically advanced
office furniture, this is the
largest office furmshing
project South Africa has
ever seen, says First
National Bank (FNB) pro-
Jject team leader Peter
Bedborough

Developers FNB and

consultants Bl Associates,
headed by Mike Barrow,

- L )

| Tl o

BankCity sets
new standards

for f

Dashing has met the
challenge, says marketing
director Don Bethell

“We were at an advan-
tage as Planmtbel, our
German licence partner of
21 years’ standing, are 1nno-
vators of leading-edge con-

[B&
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house office workers as
cost effectively as possible
The bank rejected the
popular but space consum-
Ing open plan layout, where
furniture 1s not linked, and

opted for modular furniture
to provide for a “cluster”

Bethell says samples of the
desks and storage were
brought from Germany

However, desk tops were
not imported as the new
desk technology developed
locally by Dashing and
unigue 1n SA was consid-

shings

They provided the direc-
tion and specification for
the furniture requirements

Prototypes were devel-
oped locally and wvarious
types of mock-ups were set
up — firstly inside Dash-
ing’s facihty for this type of
close customer develop-
ment programme

Later, various worksta-
tions were set up 1o the
bank which simulated the
working environment of
BankCity

The concepts were ap-
proved by management,
but only after the worksta-
t1ons had also been exposed
to bank employees

After securing the furni-
ture contract, Dashing also

arrangement

This 1s an office layout
where staff work in groups,
thereby providing great
savings in terms of floor
space per person as well as
in operational costs

To comply with this need,

cepts and our manufacture
agreement with them fell
1in hine with the BankCity
briefing,” he says

FINB had looked at oper-
ational efficiency in terms
of the new complex of four
buildings and its ability to

. e e e also wanted something su-
perior

The bank’s requirement
has thus acted as the cata-
lyst for massive product
development by all poten-
tial suppliers to update fur-
nishing standards

won the seating contract
with its F'S Wilkhahn range

An additional Dashing
contract for BankCity 1s the
120 state-of-the-art forex
dealer desks for the trea-
sury operation

ered to be a hetter option

Then followed product
development, which was
entered into locally with
the produrement team con-
sisting of FNB and BI Asso-
ciates
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many of which are air con-
ditioned, and the office en-
vironment, the better, as
they have a fangible effect
on productivity

Recent studies on the
quality of office working v
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DASHING 1s part of a
R17m 1international re-
search and development
programme

Together with Iicence
pariners Planmtbel and
Wilkhahn 1n Germany, and
other international re-
search authorities — rang-
ing from futureologists to
universities the com-
pany stays abreast of world
developments that affect
office workers.

“How can you plan office
projects or even discuss
them if you do not see the
total picture and opportun-
1ty?”’ says Dashing market-

environments indicate
buildings are not as prob-
lem-free as generally be-

leved Investment in latest plant pays off |

N He says many SA buud- ) |
ings contain air more pol- [ YEARS of investment in  orof the highest technologl-  through the mitiatives tak-

luted than outside air, whtle the latest plant and equip- cal standard available en by Voller

air-conditioned buildings | ment have paid off “Fhis mvestment 1$ pay- He has ensured training
contribute to staff health Dashing manufacturing ing off in terms of control- through wvisits to Dashung’s

about 80% are problem [ ;nfrastructure and facih-  to-business volumes as they smmwm:ﬂﬁ eﬂ_q 1 and
daCK, Colicured an
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. e ® ing director Don Bethell buildings, meaning the | ties, the company has vary from time to time,” he
- ma.—._.-m m .-\._.m Hﬂmm " Managements are pot Cous® IS dentifiable and | sought to invest i the says mm white employees at the Ro-
_ mm:mﬁ.mm_ enlightened 24 be improved or reme- | future mwwmu P&L-w\@ 2. _ bertville factory have
. wen. Johannesburg (H.0.) (011) 864-4840  Bloemfontein (051) 30-7103 ......... | about mgm aﬁwm__m envi. ed “We are 1n the fortunate Dashing’s comnmitment visited our European -
Durban (031) 705-3241  Port Elizabeth (041) 51-4368 The remaimnder are re- to production technology —cence partners, where up to
Cape Town 021} d48. Fast Lond u ronments, he S4ys, while Wﬂﬂﬁmﬂ as “sick” UﬂanmHH_Wm ﬁﬂmuﬂ—ﬂﬂ ﬂﬂ—umﬁ.m—uw most and —umu.m_n_ﬂ—.—m._. Qmﬂmwﬂﬁamﬂn qax weeks of Dﬂuﬁﬂmt.._ﬁ_w
N L o 8P (021) 448-7626/9 ondon (0431) 5-8011 there 1s still a reluctance 1n They are beset with com- plant and machinery 1S through training pro- trammng has been given

them ”
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MANUFACTURERS OF FUNCTIONAL AND DECORATIVE MELAMINE LAMINATES FOR OFFICE FURNITURE.
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1 | SA to introduce innovative either computer controlled grammes 1s manifested

concepts 1n building design

“The more that 15 under-
stood about buildings,

plex sets of problems
where it 18 difficult to 1s0la-
tetify a single element Sick
buildings call for more 1n-
depth analysis and expert
treatment

He says sympioms are
. Ssensoric in the sense that
_ Ecwwmummmﬁmw_munm_uﬂﬂm.
_
_

Ll N L

tions of the throat, eyes,

nose and possibly skin
“They are also neurotox-

1c, causing mental fatigue,

reduced memory, drowsi-

ness, headaches, lethargy,

changed sensitivity to - -’ i

odour and taste and other . established 1958

problems ” f

C 1 largel
o A8 Sem argey For morg than 30 years SUPERWEAVE has been a

-

We all start out with a spirit that knows no boundaries, until we become trapped by the confines of
convention It takes a special kind of interaction to release that which s truly great 1n all of us

UNIDATA




LQUIpTILnL i has *pecld)
15ts capable of setting up an
1deal working envivonm: il

Marketing dirceter Don
Bethell says  There s
mme to office [nrniture
than chagrs deshs and filing
¢t abinels

'lhat 15 whv we have a
spertfic office planning 1nd
design division

Acting exclusively 45 a
consultative planning a4
design facility this division
15 not ted to any particular
Lompdny

While ataff work «losely
with various products -

el — P

vide lopisite ] project tnian
agement he says

Research

Ofice  3ustem coansult
ants ate dalso available

Tia vy concentrate on as
pects such oas on sue re
stdffh amd e less 1n
volved 1n the design
NH VT

Bethell ~ay~ tuseareds 18
rdirnd out nle aspecte
such  as piapur manige
i ! Tovou apd slatus te
{UIrLine il
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pany s staff
Dasling s office plaaning
and design staffi become
part of the client s project
task force and thus acctn
mulate the tnformation
thal « an be cammmitted 10 a
plan Lhat avpgments the ori-
gma} plans of the architect
The architectnterior
de~ipner 1s the controlling
authanity on any office fur-
mture design or planning
nroject and Dashing gets
s olved only of 1t wins the
praect contract
Henwt we must be fully
cquipped to provide the ser-

- —- LR ) - T e

safcor

& their partners
Panailpina
wish
Pashing ©ffice Furnifure
every success in the future

dations made to the
architect, designer and cli
et

Only then 15 the layout
plan commtted te the
drawing board taking into
account environmental re-
gurements of the building
plus ensuring staff will re-
late to these

Examples inelude ensur-
ing that air¢conditioning and
cablic outlets for data,
power and telecommumica-
tions regquirements are po-
sitioned correctly and inte-
prated nte the Hrniture
lavout .

serious about service

— 1 Forwarder
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SUPPLIERS OF QUALITY FOAM

ARE PROUD TO BE ASSOCIATED WITH

DASHING OFFICE FURNITURE

13 Koster 5t, Booysens 2001

§ 0 Box 39187, Booysens 2016
& Tel (011) 493-4840 Fax (011)493-0109
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Value, for money s

4
PROVIDING of ‘mei furni-

ture and services that rep-
resent value for money has
paid off for Dashing

MD Franco Barocas says
1t 1s important chents per-
celve their furmture as an
investment and, whether
the customer 1s large or
small, products supplied
must meet theiwr present
and future needs

“We concentirate on deli-
vering good quahlity pro-
ducts and 1dentifying cus-
tomer needs m terms of
design, maximsing human
resources and 1ncreasing
productivity ”

Satisfied clients are good
for future business, not only
through orders but from
their word of mouth recom-
mendations to prospective
new clients

‘However, some people
may sfill have the percep-
tion that Dashing 1s expen-
sive .

L]
L]
'
t Image
i

~ Barocas says this an 1m-
ape stemming back to the
'80s °

“We are not a yuppe
company, but have become
a better value for money
suppiier of a wide range of
quality products and asso-
ciated services.

“Through our German -
cence partners, who are
striving for world leader-
ship 1n office furmture, we
have also become environ-
mentally conscious 1n
terms of materials and pro-
cesses”

An example of the cost-
effective and quahty pro-
ducts that have helped

Dashing earn 1ts value for
money reputation, 1s the
company’s popular Unit
range

Dashing was recently
consulted by the future oc-
cupant of a new corporate
building before the size of
the bmlding was finalised

“By choosing the Umt
range as opposed to con-
ventional third-generation
furniture, the occupant was
able to fulfil all require-
menis and save R4,14m 1n
building costs,” he says

The Unit modules and
systems are designed to re-
spond to the various tasks,
functions and individual re-
quirements of office work-
ers

They provide the basis

e&ce has

r maximum comfort,
convenience and producti-
vity, while offering an ho-
listic approach to the office
environment

The flexibihity of the
range and its 1ngenious as-
sembly mechamsm with
few component parts al-
lows 1t to respond to chang-
ing situations in the office

Challenging

Traditionally, office
work stations have been

symmetricaily designed

By challenging this con-
vention, Umt makes use of
considerably less floor
space

“The work surface 15 de-
signed 1n such a way that

paid off
the whole area occupied by
each Umt work station 1s

usable space

“No space 1s wasted by
the traditional sym.netri-
cal corners and link
pleces,” says Barocas

One Umt work station
uses 1,9m? less floor space
than a conventionally de-
signed work station

At an average office ren-
tal of R25m? a month and
taking mto account a 10%
escalation each year, the
saving n office space ren-
tal on one work station
alone works out to R9 086
over a 10-year penod

“That’s almost twice the
imitial investment of the
work station,” he says



Furniture m

takes tolbo

L MARCIA I{LEII\I

THE, deciming office furnlture
market has taken its toll on
Mathieson & Ashley (Math Ash),
whose results for the six months
to end-December reflect its first
reported loss since 1985

Math Ash, which remains the only
listed office furnmiture company fol-
lowing the de-histing of Grant An-
drews, reported an interim loss of
R1,3m after showing an attributable
profit of R939000 in the previous
year

During the period, tarnover rose by
17,6% from R634m to R745m m a
dechning market, group MD John
Beck said This increase was at the
expense of profit margins, and the
company reported an operating loss
of Rl,lm compared with operating
income of R2,7m in 1950

Finance costs rose from Rl,lm to
R1,9m as a result of the group’s ex-
pansion, including the establishment
of retail operation OfficeMart Beck
said net average borrowing levels,

Mathlesnn &
Ashley
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excluding those applcable to the
OfftceMart expansion, had decreased
during the period

Math Ash had invested heavily n
establishing OfficeMart, which con-
tributed sigmficantly to the turnover
growth About 8,9% of turnover
growth came from non-office furm-
ture goods, and 8,6% from office fur-
mture, and Beck said turnover

growth 1n office furmiture 1n a dechn-
mg market showed the group’s resil-
ilence and an increase 1n market

share

. market slump
n Math Ash

duced a “stronger than expected per-
formance”, which indicated “healthy
growth prospects for the future”

After preference dividends and

losses attributable to outside share-
holders, Math Ash showed an
attributable loss of 11,6c a share
(earmings of 8,2¢ a share), and did not
declare an mterim dividend

Beck said working capital was
tightly controlled, and the balance
sheet remained streng, with gearing
at 38,5%

Conditions 1 the industry during
1991 saw a number of important play-
ers cease to operate or weaken sig-
nificantly, Beck said Also, the intro-
duction of VAT resulted 1n a
significant number of orders bemng
placed on hold, with no signs of a

recovery

He did not expect a significant re-
covery 1n either the economy or the
office furniture market in the short to
medium term, and said there would
be no improvement 1n Math Ash's
financial performance until these

Beck said OfficeMart had pro- Lﬂﬂndltlﬂns__impI‘DVEd

|
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MARCIA KLEI

SUPREME Industrial Holdings
(Supreme), the holding company of |
JSE-listed Protea Furmshers and
Supreme Manufacturing Holdings,
has substantially increased ifs earn-
ings for the year to end-December
despite declines 1 turnover and oper-

ating profit 744 [3]7 L |

Attributable profit grew by 48%
from R5,8m to R8,5m, but turnover |
dropped 6% from R216,1m to
R203,1m, and operafing profit by 18%
from R33,3m to R27,3m

Supreme director Roque Hafner
said the drop in turnover was largely
due to the sale of furmture retailer
Profurn’s subsidiary TV Lafe. .

He said the R3,3m sale of TV Lafe,
as well as Supreme’s R20m and Pro-
furn’s R10m rights 1ssues resulted 1n
a dramatic 1mprovement i gearing

Although attributable earmmgs
were 48% up, earnings grew by 7,3%
to 32,2¢c (30c) a share on more shares
1n issue A 20% higher dividend of 12¢
(10¢) a share was declared.




| JABULANI SIKHAKHANE |
DRASTIC remedial action at Rusfurn has
resnlted 1 the furniture retail group re-
cording a R44,02m loss for the six months
to December But the group 15 not over 1ts
troubles yet and a small loss 15 expected
for the second half of the financial year

Executive chairman Laurie Korsten
sard yesterday that without provisiens of
R166,55m, Rusfurn would have shown a
small profit The provisions were for bad
debts and rationalisation costs

Poor economic conditions and further
costs related to the rationalisation of Wan-
da-Fraser, Rudicks, Furngro and Giddy
are expected to keep the group n the red
for the second half of the financial year
With effect from this month, these divi-
sions will be rationalised mto one profit
centre
_Korsten said that no further provisions
would be made and the directors were
comfortable with the current 40% bad debt
provision,

During the review period Rusfurn’s
dehtors book remained virtually static and
Kortsen said thatthe,group was commit-

ted to ensuring that turnover levels would

Rusfurn
Share pnce, v
egkly close !
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not be bolstered by passing questionable
credit transactions, the effects of which
would be felt later

Turnover at R854,25m was marginally
higher than the previous period’s
R848.99m Due to a hgher provision for
bad debts which was mncreased fo 40%
(20%) of the gross debtors’ bbok and a'drop
In gross margms, operating mcome col-
lapsed to R12,65m {R109,80m). The operat-
g margin dropped to 1,5% (13%).y

(O To Page 2

Rusfummo;m B

growth in the resulting in a taxed 1058 of R30m which

A combination of glower

]33’ ] From Page 1

after minorities and accrued preference

’ lining sales vol-
ﬂﬂmmﬂ‘;ﬂ“ﬁmﬁ? funglng and an dlvidends increased to R38,07m or 142¢ a

nee from Senbank of funding due un- share
?lg:athe rights offer, enabled Rusfurn to Adding an extraordinary item of RS5,9m

reduce borrowings from R32054m to

(being a provision for an amount due by the

R135,04m The debtequity ratio improved Share Incentive Trust), the loss for the

from 285 to 151

Rut financing o
(R31,77Tm), resultin
R28,04m

period totalled Ri44,02m or an equivalent of

id
24% to R40,69m 16,4c a share No dividends will be pa
EE il;lm: ;l‘ﬁ'tﬂl loss of during the current financial year

Korsten also announced that the boards

After an abnormal item of R2866m of the Rusfurn group and Rusfurn manage-

which relatestoa
alisation of operations currently

nalised, the loss Increase
This was SOIMEew
R27,60m from pro

provision for the ration- ment would be reconstituted and reduced
being -  insize The tasksof the management board

d to R67,698m would include monitoring group performs
hat offset by a transfer of ance and approving policy direction and
vision for deferred tax, pew initiatives




Rusfurn to
continue

restructuring
Finance StaffS Al cilj / ? L

Rusfurn has set aside a further
R107,2 million for bad debts and
rationalisation costs in the sec-
ond half of the current financial
year to end-June 1992

This follows after a major re-
structuring of the furmture re-
tail group 1n the first half led to
an attributable loss of R44 mil-
lion compared with a profit of
R17,7 million 1 the comparable
1990 interim period.

Excecuttve 'chairman Laurie
Korsten said the group had
made provisions of R166,7 mil-
lion in the first half for the reor-
ganisation of operations. T

Rusfurn, which has just

raised R250 rmlhon through a
share 1ssue underwritten by
Senbank, has substantially re-
duced 1its debt to the banking
sector with bank borrowings
and loans falling by 144 percent
to R135 milhion (R330 million)
i Mr Korsten said the restrue-
turing was currently bemng fina-
lised and included a further
streamhning through the crea-
tton of three profit centres and
a central service structure

In the interim period:turn-
over was virtually unchanged
at R854 millhion (R849 million),
but operating profits slumped
from R116 million to R12,6 mil-
lion followang on a drop in mar-
gins and bad debt provsions

Bad debts accounted for
40 percent of the pross debtors
book but Mr Korsten said future
turnover level would not be bol-
stered by “questionable credit
fransactions”.

Attributable mcome showed
a net loss of R44 mlhon, com-
pared with a profit of R17,7 mil-
lion previously, equivalent to a
loss of 16,4c per share

—————— - ————



furn are unhkely to get a clear picture of MARCIA KLEIN :]

dl‘VlSlﬂIlal pEI‘fﬂI‘InHHEEE by SllelﬂlElI‘lEB in- Toups 'I‘hls was I‘EﬂEﬂtEd 1n th'E debtﬂr’s
cluding Dion, Russelis, Rudicks, Giddy’s Eunk? which comprises about 76% of the
group’s total assets While the group may
Executive chairman Laurse Korsten  ghowa small profit at a trading level in the
said yesterday he was not prepared to next six months, Korsten said the problem
disclose the performance of Indiidual  ywas collection of the existing hook
companies as this was sensitive In the second s1x months, losses would

Analysts believed that Russells and  probably be at a lower level Korsten said
Giddy’s had performed well m the six the group could not consider closing a

months to end-December, but Wanda-Fra. large amount of stores because of 1ts vast

sers and Dion had not They said Dion had exposure and a debtors book of R1,2bn, so
been feeling the effects of the Pressure on 34 had to trade stself out of the situation

cash-based reta;l businesses, Although The emphasis would be on changing the
Rusfurn shareholders are unhkely to see  oy)tures of various compantes and rationa-
returns yet, Korsten believes the Broup can  j;qne where necessary A few stores could
be turned around at the end of a three-year o closed, he said These factors, as well as

recovery phase, now 1n its first year, conservative accounting and trading poli-
- The share has plummeted from R13,50 n cies, had cleared the way for the group to

March last year (taking into account alo recover 1n the longer term
for one consolidation) to elose yesterday at The slump 1n retail sales had been an

90¢, just off a recent yearly low of 80c additional factor, but Korsten said Rusfurn
Announcing the group’s R44m loss 1 the would not chase turnover by passing ques-

SIX months to end-December, Rusfurn tionable credit transactions He said turn-
warned shareholders no dividends should over grew 10,4% 1 January over the pre-

be expected for financial 1992 The loss, vious year, way below 1nflation
which follows a Joss of R85,8m 1n the year With a positive referendum result, there

would be mcreased movement by blacks

"f;i‘; lgfcﬁelaﬁsﬁeﬁz Esr‘sg:(;n dzgfsaaﬁﬁrrng J‘:: into urban areas, and an increase of blacks
* ’ In the civil service Rusfurn would then
change 1ts emphasis from rural to urban

stores Analysts said Rusfurn’s operating

ICome dropped nearly R100m to R12,7m margins had almost disappeared, reflect.
Korsten said the losses were probably “a sad state of affairs” at the operatin
gher at the interim stage “only to the ing la sad slate of altarrs P &
xtent of the basis of accounting” Durmng = “€V€
he s1x months, additional provisions were Although the group had made prudent
ade after a further debtor evaluation additional bad debt provisions and faced
He said that over the past two years a  huge imterna] problems, they said results
1Ignificant amount of Rusfurn exposure were disappointing and Rusfurn had not
as sales to the middle to lower ncoma identified problem areas,
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MATHIESON & ASHLEY
M 131392

Still making Iosses@

In its last annual report, Mathieson & Ash-
ley (M&A) was expecting a small improve-
ment in trading conditions 1n the six months
to December 1991

Management had assumed that orders for
office furniture were being postponed until
the mntroduction of VAT The orders were
deferred further, as there was no sign of the
elusive upturn and few companies were mov-
_ing to new premises or expanding their office

staff
With no mmprovement i market condi-

tions, the loss per share increased from 4,9¢
in the second half of the year to June to 11,6¢
in the December mmternm MD John Beck
says he does not expect any improvement in
the second half and that M&A will have a
loss in the full year.

Beck says competition has remained se-
vere, even among M&A’s operating com-
pames M&A’s sole operating asset is a 50%
holding in and management of companics
within Kallenbach Hendler. Dashing, Anglo
Dutch, Offex and Brown & Neethling — all
part of Kallenbach Hendler — were forced
to tender at low margins to make a contribu-
tion to overheads

The office furniture businesses increased
turnover by 8,6%, when the industry was off
by about 25% in value. But it led to an
operating loss of more than R1m on a nega-
tive margin of 1,4%.

Anglo Dutch merged with Offex during
the period. A R900 000 extraordinary loss
was caused mainly by the merger costs.

Finance costs increased by almost two-

thirds to R1,93m, which Beck says can be

attributed to the additional working capital
requirements resulting from the opening of
three OfficeMart outlets in the previous
period OfficeMart margins have been espe-
cially thin to establish its presence in the

market

Despite the losses, Beck argues that M&A
15 sigmificantly stronger than it has been
Gearing, at 36%, 1s ahead of the 31% at June
year-end, but 1s still well below 1986 and
1987 levels

The group has an active export division
and, as office furniture adds value to wood, 1t

| —M \3|3|jL ([832

qualifies for a 19,5% allowance When steel
products are included, it quahfies for further
rebates

Beck believes Kallenbach Hendler, and
with it M& A, can nde out the storm and 1ts
controlling shareholders wiil continue to
back 1its expansion 1n retailling and exports.
Afcol treats Kallenbach Hendler as a strate-
gic investment, which 1t expects wiil turn 1n
the long-term.

DEEPER AND DEEPER

Dec 31 Jun 30 Dec 31
‘00 ‘0 91 |

Six months fo

Turnover {Rm) 63.4 61,6 74,5
Operating prof {(Rm) 2,7 {0,5) (1,1
Attributable {Rm) 0.9 (0.6) {1.3)
Earnings {c) 82 {49 (11.6)
Dividends {(c) il nil til

" M&A chairman Winky Ringo, who has
eltimate control, has dedicated his hfe to the
office furmture mdustry and his financial
capabilities are far from exhausted,

The share price has recovered strongly
from 160c at the beginmng of January to
245¢ now, though this does not reflect an
improvement in the fundamental prospects
It is still well down, however, on 1ts peak of
650c in early 1990 Office furniture 18 highly
cyclical and M&A has good prospects of
mcreased profits in the future, especially as
its market share has increased But the group

is unhikely to offer the kind of consistent
earmings growth that mstitutional nvestors

expect. Stephen Cransion




RUSFURN = B' 3 Hz

Roulette uliernuiive@

There are many different ways to present
financial accounts, but the complete change
since Laurie Korsten took over the Rusfurn
chair from Geoff Austin mine months ago
could be unprecedented

At June year-end Korsten introduced ad-
ditional unearned income and doubtful debt
provisions, and began to show deferred tax
on a comprehensive basis In the interim he
has mtroduced a provision for customer pro-
tection msurance All other major furnmture
dealers treat this as earnings when the deal 1s

43|92

$tgned Rusfurn will now treat it as earmings
proportionately as 1t 1s received

Provisions now account for 40% of the
gross debtors’ book, of which doubtful debt
provisions account for only 13% A further
R107m was added to provisions on business
written 1 prior years The new provision
policy contributed to a fall in operating mar-
gin from 12,9% to 1,5%

Korsten says the board has now provided
in full for exposure 1n some arcas The most
troubled books are the Harmony and Mon-
tana stores in the western Cape, acquired
from the Hammerschlag family shortly after
the 1989 management buyout There are
also serious problems i the books of rural
black-orientated chains such as Arrow and
Wanda-Frasers

Arrow 1s likely to be phased out and Rus-
furn will try to reduce 1ts exposure to the
rural market Rusfurn 1s closing 12 Arrow
stores and converting others to stronger trad-
ing names like Russells and Giddy's

In any case, Korsten argues, the popula-

" t1on shift towards the urban areas does not

offer good prospects for rural areas

Six months to Dec 31 Jun 30 Dec 31

90 ‘N ‘91 .
Turnover {Rm) 848 560 8564
Operating inc (Rm) 110 18 13 ¢
Attributable (Rm) 27 (106) {3Elt
Earnings {c) 156,7 (611,8) {14.212’

:

He maintains that Rusfurn will not bolstgr
turnover by passing questionable credjl
While industry sales rose by 7% 1n normina
terms during the year, Rusfurn’s turnnf ¥
was barely 1% up, even though the Russ@zr
chain increased turnover by 17% f,;;__

Dion, a predominantly cash business, con-
tinues to show growth Before Korsten’s
takeover, its cash flow was plundered to prop
up the group Stocks ran down and many
popular lines were depleted Stock levels
have since reached a better level

Rusfurn’s board has been cleaned up al-
most as drastically as 1ts book Only ex-MD
Jan Sturrock and financial director Mervyn
Gerszt remain from the management buyout
team, though with reduced influence Stur-
rock 1s responsible for the lower-to-middle-
mcome busimess, which represents 60% of
the book

Korsten himself will chair the more up-
market Russells, Dashaus, Mattress House
and General Carpets Gerszt now reports to
former Volkskas Merchant Bank boss Bill
Pienaar, who 1s chairman of the central ser-
vices division, essentially the financing arm

New directors include the former manag-
ing partner of Arthur Andersen, Barry Ad-
ams, and ex-Bradlows chairman Philip Ja-

cobson, who has resigned from the board of

W&A to join the Rusfurn board
Korsten says these men were not app-

roached just to add prestige to the names at

the bottom of financial statements Jacobson
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will work five days a month advising on the
trading side of the business Barry Adams
will head the audit committee and advise on
financial strategy, which will commit hin
Bkl

f out two days a month
¢ 6fsten believes that Rusfurn has now
] équately provided” for doubtful debts
Bﬂfls well capitalised Senbank underwrote
d%Gdvertible debenture 1ssue of R250m, that
I\%ﬂ only 46,7% subscribed, meamng that
&W}har&holders other than Senbank sub-
' %m:‘:'ad After conversion Rusfurn’s NAV
f've 65¢ — after a 10-for one share
olidation — compared with 298c at June

year-end and 910c 1n December 1990

“Rusfurn has budgeted for a loss this full
year, and there 1s little prospect of a dividend
betbre 1993 At 90c (the equivalent of 9c
pj ‘consohidation), 1t 1s still above NAV It
143 lost 94% of 1ts value over 12 months It’s
difficult to recommend other than as an
a{gérnatlve to roulette

Stephen Cranston




Furni ure trade loom

_fsl%owan tl 2/ Ltra ‘ }g 00 y
THE Furmture Traders’ Association has
warned of bleak short-term prospects for

| the furniture mdustry ther rationalisation and consolidation,
Impoverished customers and an over-  with some players possibly falling away
traded market have seen furmture traders Simon said although the short-term

association president Terry Smmon said at was more Promising, conditional on g

the AGM last week that short-term pros- “yes” vote m the referendum

pects for the furmtyre industry were “not “We need renewed ivestment of local

encouraging” and overseas capital in manufacturing,
His remarks follow a lacklustre 1991 mm  apqd the opening up of new markets”, he

which overall sales of furniture, appls- sald

’ reel during the extended recession, and future was not good, the long-term outlook

ances, TV and audio equipment grew by “The appalling effects on the economy
only 6,6% at current prices This compares  andsocial order of a return to the dark pre-
with a 25,8% rise m 1990 over 1989 reform days and the resulting mnternation.

Simon said the past year was “one of the  al isolation would be devastating” said
toughest that most businessmen have ex- Simon |
perienced in their careers Retailers, espe- But he said there would be a dentand for
cially n the durables sector, have Séen  homes 1n the futyre and, if the referendym
growth rates go negative 1n real terms as resuit was positive, the furniture sector

customers curtail spending” would experience long-term growth ahead
[ Simon said that, as in the rest of the of the general economy
wnr{gf: the retail market in SA was over- A retailer said ap mterim government

traded This meant furmiture retallers  would havye to address mass housing, and
“will:all be fighting for a bigger share of a there would he g dramatic nerease
shrinking market” If compames were 0 demand for furniture and appliances
growin this sector, they would have to take “The real criteria for future growth are
busness away from each other o “per- o remain profitable” durmg the recession,
suade the consumer to channel more of s he said, and if 3 company managed to
redpeed disposable meome away fromoth-  reman profitable in the current year, this
€T {clwilers to the furmture trade” would show that 1t was we]] managed and
furmture retailer saig on Friday that resilient, and would perform well over the

| the overtraded Industry would need fur-  peyt few years,
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Strike and slug

oish sales

deliver a Bbjjo%%;o Ellerine

l MARCIA KLEIN '

ELLERINE Holdings, the star
performer in the furniture sector,
has taken a 32% knock 1n interim
earnings to report a drop from
375¢ to 255¢ a share in the six
months to end-February.
~ Little confidence in the sluggish
furnmiture mdustry saw the Ellerine
share, regarded by the market as the
best performing furniture stock,
close yesterday at R51,50, just off 1ts
vearly low of R50,00 and sigmficantly
below April 1950's high of 72,00
_ Chairman Eric Ellerme said yes-
terday strike action during Ellerine’s
peak season and the sharp and con-
tinning drop in consumer demand
saw sales drop by 9,3% from R311,3m
$to R282,4m 1n the six months
Although expenses were tightly
controlled, Ellerine said the lower
level of sales affected margins, and
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operating profit dropped by 30,5%
from R51,6m to R35,8m

After recelving 1nterest of R1,3m
In the previous year, an interest pay-
ment of R762 000 for the s1x months
saw pre-tax profit decrease even fur-
ther from R52,8m to R35,1lm

At the August year-end Ellerme
said the group would move mto a
gearing position which was neces-

sary for its expansion programme

Taxation of R16,5m, for current
and deferred tax, was 36,4% hgher
than the previous year This brought
earnings after tax down by 31% to
R18,6m After minorities, attribut-
able earnings were 32% lower at
R18,3m (R26,9m)

The dividend cover was main-
tained at three times, and a 32%
lower interim dividend of 85¢ a share
was declared

Lower interim resuits on the back
of the continued decline in demand
for consumer durables were predict-
ed in the group’s 1991 annual report
At the August year-end earnmings had
grown by 16% to R55,5m on the back
of a 23% turnover growth to R592,4m
Earmngs had grown at an average
compound rate of 28% a year over
the past five years

Ellerine said the group considered
the results satisfactory under carrent
trading conditions

-_— -
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Directors consider

stregfmlin'n

Doy 131170

CAPE TOWN — The streamlining of the
head office structure of Picardi Holdings

(Pichold) 1s being examined b
{rehold) g y 1ts board of

The group’s excessive structure came
ander fire from minority shareholders at
the November AGM for its dissipating ef-
fect on the earnings generated by subsid-
1ary Picardi Appliances (Picapit)

The shareholders also felt that the mter-
est received from Pichold’s R21lm cash
mvestment in Picaph was not flowing up
to Pichold and Picard: Investments.

They called for a total review of the
group’s pyramid structure with a view to
streamlimng it to unlock the value of its

underlying assets
Concrete proposals on how to efiect the

rationalisation have apparently been
made to the group of disgruntled munority
shareholders and discussions are under
way, it was learnt yesterday

One rmnority shareholder said there
were indications that a “cleamng-up”
operation was in progress

The proposals arise out of the appoint-
ment of Absa Merchant Bank to conduct an
mvestigation mto the structure of the
group and make recornmendations on how
to streamline 1t.

The bank’s report was submitted to the
last meeting of the Pichold board of direc-
tors in February and the board apparently
decided to streamline the adrnumstration
structure of Pichold
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Pichold director Jan Pickard (jnr) con-
firmed the appomtment of the merchant
bank as advisor but was not prepared to
comment on what he said was a “confiden-
tial” report.

He did say, however, that the board had
decided not to proceed “at the moment”
with the dehsting of Picapl

The board apparently felt that the mncor-
poration of Picaph into Pichold would be
too drastic

But a source said the Absa advisors had
said the delisting of Picaph — 93% owned
by Pichold — made commercial sense as
the company incurred substantial ex-
penses In keeping its hsting while the share
rarely traded Per share, the listing costs
were very high, their report said

However, they added, a delisting would
not address of minority shareholders’ com-
plaints which were targeted at Pichold.

Apparently the Absa team looked at the
way value was added and considered the
possibility of dehsting all the compames 1n
the group This option was rejected as
being too expensive as the majority share-
holder would have to buy out all the minor-
ity shareholders and would have to raise
the money to pay them

Pichold chairman Jan Pickard Snr re-
fused to comment, saying a formal an-
nouncement would be made when this was
considered necessary
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T'yre manufacturers to

THE Tyre Manufacturers’ Confer-
ence (TMC) plans to lobby govern-
ment m coming months to allow the
Rl 6bn-a-year tyre Industry to 1m-
port raw materials instead of soure-
g locally, said TMC chairman Gert
Fischer

This follows an application earlier
this year by the TMC — representing
the country’s four tyre manufactur-
er's Dunlop, Firestone, Gentyre and
Tycon — to raise average ad valorem
tariff from 25% to 50% on all new
mmported tyres and tubes and a total
ban on importing second-hand tyres

Fischer said, for Instance, tyre
manufacturers were forced to buy
synthetic material from Sentra-
chem’s Karbochem plant in Newecas-
tle The industry had on numerous
occasions applied for import permats
for synthetic rubber, but these had
been turned down by government

Duniop MD Clive Hooper backed
Fischer’s view He said the company
would hike import controls lifted on
raw mater:al

‘We support seven single source
suppliers 1n this country and we feel
the entire production chain 1n the
tyre industry should be liberalised,

not just tyre manufacturing ”

Fischer said the avaldability of
cheaper raw materials would enable
the tyre manufacturing indusiry to
become internationally competitive

“In the current environment, the
SA tyre indusiry cannot compete on
equal terms with foreign manufac-
turers as a result of sigmficant and
entrenched soclo-econorme, finan-
cial, technical and structural disad-
vantage "

These 1mbalances created barrers
to the relaxation of trade regulations
and immport protection measures
would be neccesary to ensure the
iong-term viability of the industry,
said Fischer

Trade and Industry Board import
control director Piet Barnard said
import permits for synthetic rubber
were turned down as a protective
measure for local synthetic rubber
producers

He said government had given the
tyre mndustry an undertaking to keep
import controls on tyre products in
place until December 1992 and im-
port controis on rubber products for

declime 1n consumer spending
Analysts said yesterday that al-
though they expected results from
major furniture groups to be helow
those of the previous year, the extent
of the fall 1n earmngs was disappoint-
Ing, especially at an operating level
But they also said they would have
been even more worried if furmiture
companies reported good results, as
this would have impled mereased
sales on credit
Results came on the back of dra-
matically reduced sales over the 199]
calendar year Figures from the Re-
tailer Liaison Committee show that
overall sales of furmture, apphances,
TV and audio equipment grew by
only 6,6% at current prices compared
with 25,8% in the previous year
Recently Rusfurn reported a R44m

EXECUTIVE SUITE
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tyres mplace uwntil June 1993
The mpdystry applied for higher
taniff dulies, s%ter local manufactur-
ers’ share 4f the local replacement
market étaded to just 45%, with 1m-
ported mew 444 wsed tyres claiming
25% of the'iffarket, said Fischer

The wmiribey of imported tyres 1n
the secortd H2 of 1991 rose 1n spite of
the existence af import controls, tar-
f duties, forfula duties and even
voluntaty frade restramt on the part
of Japa#iege tyfe exporters, he added
Japan accotintéd for 50% of SA’S tyre
wnports, i s4id

Tyre Dealerg” Association execu-
tive dirgefor Vie Fourie said the dou-
bling of 1hé ad ¥dlorem duty would
contrst or prévent the import of infe-
rior stanﬂ’?é@tyt‘es

There was B'glut of new car tyres
on world m¥EFkels, he said

The mdusis’y s also been knocked
by the“re€ession Dunlop’s Hooper
s