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A confrontation between liguor licensees,
the supermarkets and the Department of
Commerce seems imminent as the battle
for posession of off-consumption wine sales
advances a further stage 1n the western
Cape

Imtially the supermarkets were granted
the right, on application, and, at the Liquor
Board’s discretion, to sell wines providing it
could be proved that existing licences in the
area were not adequately servicing the po-
tential demand

For years the terms of this controvers:al
ruling enabled the licence holders 1n most
arcas to lumit the growth of the supermar-
kel wine business, therchby thwarting the
wine-farmers who saw grocery outlets as
the only wviable means of disposing of
surpluses g

During the last two years, and more spe-
cifically since Dawie de Villiers assumed
office, grocers’ wine licences have been
granted more freely and the supermarkets
have obtained a proportionately greater
share of the business

More recently this privilege has eatended
to the western Cape, where under-consump-
tion of wine has never been regarded as a
problem The supermarket chains have
celebrated their new grocers’ wine licences
(Business October 23) with store launches
featuring wine prices below official whole-
sale cost

S0 acrunonious has the battle become
that some retailers are now boycotting
those wholesalers who participated n this
abuse of the “code of conduct” — a price
fixing arrangement between producers
which has, in general, been more honoured
in the breach than the ohservance

The bottlestore view 1s summed up by the
argument that there were always sufficient
bottlestores to service the sales require-
ments of the wine industry, that the creation
of additional Licences dilufed the asset value
of existing licences without compensation
being offered, and that grocers’ wine li-
cences, bemg subject to different 1ules and
regulations from bottlestore and off-sales
licences, constituted a privileged position in
a controlled trade

The general view among licensees does
not deny the value of positioning wine in
food stores to encourage its general con-
sumption But thisisa marketing advantage
and 1s not supposed to 1eflect in any way on
the role of the general Liquor retail trade in
promoting the sale of wine

Accordingly Fedhasa, on hehalf of hiquor
retailers, argues that instead of creating
additional m-house grocers’ wine licences,
the Liquor Board should extend the texms
and privileges of present off-consuinption

Financial Mad January 1 1982
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licences to enable them to open wmne
counters in the supermarkets The law does
Indeed make provision for this sott of ar-
rangement, though in reality few have been
applied for and even fewer granted

In general the supermarket chains are not
keen to allow a foreign presence mto their
supermarkets This condition was resented
with butchery licences, and led Prek n Pay
to buvy mto 1fs own buteherv chain rather
than tolerate an external presence

Theie 1s nothing to preclude the food
chains from purchasing a group of hquor
sfores to obhtain their own m-house wine
counters though they would then be com-
pelled to attend to the management of the
general liquor store which would have to be
sttuated away fiom the premises of the
supermarket

They would also be himited, in terms of
the 1979 hquor agreement, from acquiring
more than five stores per chain — hardly an
organisation worthy of the management ef-
fort 1t would require

50 there 18 no doubt that if government
imposed Fedhasa s solution on the super-
markets, 1t would be defending the privilege
of the established liquor licensee

But 1t might equally be defeating the
ohject of creating grocers' wine licences —
namely the generation of additional wine
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Good wine gomng to the

grocers
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sales — since the supermarkets might n.
shy awav from the business, and even = -
they to accept the wine counters, they won
hardly merchandise them or wheel-a-
deal with them as they do with their o
operations

sadly for the established bottiest
trade, gtocers’ wine lricences have, over #'
past year, shown that the supermarkets
have a contribution to make to the sale’
quality wines, particularly in the mla,
areas where bottlestores have historical
enjoyed a beer and spirits business

Groeers’ wine licences account for mos
than 10% of all high-priced (hp) wines sold 1
the country, and a comparably significas
figure in the medium-priced (mp) wine man
ket This market share exceeds the propo
tron of grocers’ wine licences 1o all or
consumption licences, and 1s particularl
important in the Reef/Pretoria area, wher
grocers’ licences account for an estimat-
20"c of all hp wines and 25“% of all mp wiro
sold

While both the hp and mp sectors of th
market have shown growth in the past yea
growth n supermarkets has exceeded ¢+
average percentage in each category Par
ticularly noteworthy has been the 108%
crease tn the mp wine category, compar
with the 487 1ncrease m this sector in '
general off-consumption licences e

The case for the grocers’ wine licenc-
rests finally on the unqualified success:
the supermarkets n expanding the dome.
fic wine market, particulatly in the Tran:
vaal The marketing and negotiating skt
of the grocery business appear to ha.
achieved an important breakthrough for th
domestic wine mndustry "

Nevertheless two pomts remain to''l

made 15 it the business of the state {0 ba
the winefarmer out of his over-productic
problems? If the answer 1s yes, then suic.
it 15 the responsibility of the government !
compensate liquor Licensces whose majur
asset — the licence itself — 1s diminished
value each time another business 15 author

1ised to sell hquor
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ANGLO AMERIEAN

Latin Amer

The Anglo group’s announcement of its
$115m purchase of a 40% stake 1n the South
American mining group Empresas Suda-
mericanas Consolidadas was low key con-
sidering that the major geographical diver-
sification aimost doubles the group’s invest-

ment 1n the area
No details of Empresas’ recent financial

results have been revealed The reason for
that 1s straightforward As Anglo executive
director Juhan Ogilvie Thompson points
out, Empresas 1s n the throes of a major
expansion phase and the Anglo group’s pur-
chase 1s based on estimates of future poten-
tial rather than past performance And that
1s very much 1n hne with Anglo’s approach
to nvestment 1n South America For several
years 1its Brazilian arm, Ambras, has been
spending a lot more on exploration and
development than 1t has produced n
earnings

The remaining 60% of Empresas 1s being
retamed by its present owner, Consolidated
Mining & Industries, the Panamaman regis-
tered private company which 1s the Hochs-
child trust’s investment vehicle Anglo
and the Hochschilds are not strangers Am-
bras has a 35% interest in Hochschild’s
$100m, 5000 t/year Codemun ferro-nickel
plant which 1s due to come on stream next
year Relationships hike that are valuable n
the minefield of South American
Investment

The nterest in Empresas will be held by a
European-registered company m which
Anglo will have 50%, De Beers 25%, while
the remaiming 25% will be acquired by Min-
orco 1n exchange for 3,8m new Minorco
shares Last month Anglo placed 25% of
Mmorco in Europe as a first move 1n this
deal That cut the Anglo group’s direct inter-
est to 70% The new Minorco shares to be
issued will again raise the direct Mimorco
stake to about 72.5%

Once the $115m purchase price has been
paid, the Anglo group has to subscribe its
40% share of a $25m pref 1ssue by Empre-
sas That may not mark the last major
spending by Empresas which 1s still in-
volved I several developing mining pro-
jects throughout the sub-continent

In Chile, it has 75% of the country’s larg-
est privately-owned copper mine, Mantos
Blancos It 1s at present engaged mn an ex-
pansion programme to add 16 000 t of cop-
per producing capacity to 1ts present
39 000 t/year output The first stage of that
was due for completion this year

In Brazil, Empresas has the Catalao co-
lumbium mine It produces concentrates
containing about 2 300 t of columbium pen-
toxide each year equrvalent to about 11% of
the free world’s 1980 production of some

Zmnancial Mail :Januarv 1 1982
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20 800 t Columbium sales have been hit by
the world’s steel industry downturn but,
particularly 1n Brazil, 1980 marked the start
Of expansion programmes which wiil give
the world a total capacity of about 40 000 t
of columbium pentoxide

The way 1n which the deal has been put
together provides some clues to Ang'o’s
thinking on the continuing re-structuring of
the group Minorco 15 acquiring 25% of the
group’s mnterest in Empresas, which 1s 1n
hne with 1ts 25% interest in Ambras In
other words 1t 1s acquiring an Interest, in
proportion to its share of the group’s exist-
Ing Latin American holdings

That seems to imply that Minorco 1s not
destined to be the group’s control vehicle
throughout the Americas. If that 15 indeed
the case, then the ttme might be approach-
Ing when Anglo decides to float off part of
Ambras Before that happens, though, Am-
bras will presumably have to acquire the
group’s Empresas stake

The $115m cash purchase price will hard-
ly dent Anglo’s resources At the end of
March 1981, the corporation’s own balance
sheet revealed cash holdings of almost
R950m In addition, at the end of 1980 De
Beers had cash resources of nearly R780m
By the same token, acquisition of the Em-
presas stake will have little immediate ei-
fect on the group’s earnings, though 1t wiil
be equity accounted
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Anglo’s Ogilvie Thompson .
looking to manana

To put things into some perspective, the

Empresas purchase will cost about as much .
as 18 to be spent this year on developments

at Western Holdings Nonetheless the Anglo'
group’s South American intersts will now be
worth about R250m Were they all to b
placed in Ambras and paper used to make
other acquisitions in the sub-continent -
mining group capable of standing on its gw
feet could be created It will be no Suipr.s
if the tempo of Anglo’s Latin Ameiw
developments speeds up over the next cou

ple of years fim
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of the eagerly sought department store

chain.

And it turns out that Garlicks, one of John Orrs
chief rivals in up-market chain stores, was one of [
several furious bidders for the heavily traded _
share in the past few months.

Dr Labuschagne told me
yesterday that a consortium
of hus and the Qssie Dawson
families and associates in the
past nine months had bought
an additional 15% of John
Orrs on and off the market
for about B3 369 000

“We now have a good 50%
between us and control 1s se-
cure,” he said

Dr Labuschagne’s state-
ment followed a report yes-
terday, after months of ru-
mour and speculation, that
Liberty Life and Greater-
mans had obtained 30% of
John Orrs and were to make
a bid-of 500c a share for
control

The report suggested that
Liberty would take John Orrs
properties and Greatermans
the department stores

Greatermans and Liberty
spokesmen both denied the
report. - -

By DAVID CARTE
DR NIC Labuschagne, chairman of John

Orrs, says his family has secured control | i — .H m | m o R q A s
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A Liberty Life director, Mr
Roy McAlpine, said Liberty
did not own one John Orrs
share As to Liberty’s interest
it John Orrs properties, he
was “unable to comment as I
do not know the portfolio”

Mr Harold Jotfe, financial
director of Greatermans,

said the report was absolute
nonsense - or less pohte
words to that effect

But a senier source in John
Orrs said he suspected that
“Liberty or a person attached
to Liberty” was part of a con-
sortium 1nvolving brokers
Simpson Frankel and Davis
Borkhum and merchant
bankers Finansbank that was
bidding for John Orrs

Mr Jan van den Berg, a
director of Finansbank, was
adamant that Finansbank did
no more than buy a block of
shares for Garlicks He de-
nied that Finansbank had
formed a consortium or even

E

discuss business after hours

“It’s the only way to keep

lm healthy,” she
JSE ....:w_.mm Sar

Yesterday’s

Some fingers' as the sh
are
Price moved up to 450¢ short-

ly after 1t was printeq only to |

return to 420c later m “the

afternoon as it was
strong terras denied in

A broker Said if it
were
true that Dy Labuschagne

#

“Where there
: was
control situatio 4 no-

saying now there 1s one. They
therefore owe an offer to
minorities ”

Other market sources said
so long as control was not
singular, there was no obliga-
tion to make a hid

Dr Labuschagne made no
mention of ,an offer, but he
expected the share price to |
come off now that control
had been secured

This implhies there will not
be an offer

He said “The share 1s |
worth the current price as an
asset strip, but the price is
not warranted from the pont
of view of trading, at least
not yet But we had a very
reasonable Christmas and
are confident abouf the fu-
_ﬂ_ﬂ—....m )

Dr Labuschagne said the
uncertain control situation,
which had led to staff uncer-

|

tainty and had had an unset-
tiing effect on the business,
was now at an end
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IN the largest-ever acqusi-
tion by the mushrooming Al-

Lion
tech electronics group,

Powertech and Altron have
bought 91,8% of South Afri-
za’s largest fixture lighting

manufacturer.

The deal, involving the R60-mul-
hon-a-year Lascon operation (for-
merly controlled by Calan), eclipses
2ven the STC takeover by Altech
which four years ago rocketed the
riedgling South African electronics
group into the
big league

It 18 the inten-
tion that Lascon,
which cost Power-
tech and Altron
R21.4-mullion, will
be listed on the Jo-
hannesburg Stock
Exchange m s

own right in due

course

Lascon 1s, according to Bunny Frey the
company's joint managing director, one of
SuutE Africa’s largest hghting manufactur-
ers, with in excess of 50% of the commercial
and mmdustrial hghting markets 1n which 1t
operates

Powertech 1s to acquire 50,02% of Lascon |

for R11,4-mmlhon and Altron will buy 41 757,
for R9.9-milhion Altron 1s the pyramid com-
pany for Altech which 1 turn controls
Powertech

The deal has particalar significance for
Powertech, since 1t will, chief executive Ken

~aud tells Business Times,
ore than double Power-
..Ci's turnover to above R80-
illion and, on historic prof-
3, will raise the group’s per-
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Powertech’s net worth will
2>cline fractionally

company’s numerous other
activities 1n the power elec-

Altron’s per-share earn-
...gs will increase from 63 4e

o 72,4c and 1ts net worth will
fall margmally

Mr Maud comments “The
acquisition will have a num-

ber of wide-ranging and
beneficial eifects on
Powertech

“Above all, 1t givessPower-
tech strong inroads into
South Africa’s hghting and
related product markets,
thus complementing the

trical industry and taking it a
further step towards its stat-
ed obhjectives "

Gordon Forbes, Lascon’s
other joint managing direc-
tor, draws attention to the
synergy which will resuit
from his companys tie-up
with the Altech group

“Electronics 15 making
progressively preater m-

roads inte hghting, with the
microchip playing an ex-
panding role in an industry

growing 1n sophisticdation ™

Lascon’s sales have grown
from R23-mullion 1n 1977-78
to R40-mulhon 1n 1980-81 and

an expected R60-mullion 1n
1981-82

The directors of Power-
tech and Altron are confident
that Lascon will contipue to
enjoy its healthy growih pat-
tern during the coming year

Mr Forbes adds Lascon
has been invoived n virtually
every major bullding project
it the country These include
Sandton City Sasol Escom,

the Johannesburg Stock Ex-
change, all the Amaprop de-
velopments and the new
Standard Bank complex 1n
Johannesburg where we are
instailing a revolutionary
fountain hghting system °

Mr Frey ascribes Lascnn’s
success In large part to the
fact that the company Is
South African through and
through

“Our competitors have to
rely on overseas expertise,
and this 15 often a disadvan-
tage 1n local conditions Fur-

ther, we are alwavs on the ,;:Jfr

spet 1n an emergency "

He beheves that Lascon
will not be adversely affect-
ed by the anticipated eco-
nomic downturn since tt 1s
continually entering new
markets

Lascon’s existing key ex-
ecutives have retained eqty
interests 1n the company and
long-term service agree-
ments have been negotiated
with them

Both Mr Forbes and Mr
Frey, who are respected as
key men 1n the lighting 1ndns-
, wﬂl continue as joint

ey =

managing directors o
Lascon

Powertech will pay for _
stake in Lascon via the ==
of 123-million conven ™’
preference shares These wi

be mtially 1ssued te Altec™
winch will retain 63% and cf
fer the balance to Puwerim*

shareholders

For its part, Altron will 15
sue IB-milhion of 1S ww
shares at 630c a share T' -
are to be privately placed
behalf of the vendors —
cipally with South Au i
institutions

TLEERY
l. aa

Lascon swallowed in biggest-ever takeover



THE Competition Board’s
pending investigation into
trends fowards concentration
in the timber industry will
help bring the spotlight 1o
bear on the stranglehold
which the giants have on the
paper and paper-conversion

By John m..u__,.m

industry.

Robin~ McGregor, publisher of
Who Owns Whom, has produced an
analysis of the shareholdings of the
country’s many listed groups en-
gaged 1n paper and paper
conversion

A— __

____ The diagrammatic pre-

.| sentation re roduced

here reveals that, apart

from Metal Box, the lion’s

share of the industry is 1n

the hands of Anglo Ameri-
can and Sanlam.

Barlows, of course, 18 a
major force. But the larg-
est single shareholder m
Barlows 15 Anglo, which
also controls Huletts and
has a large stake 1n
Tongaat
i Apart from Anglo/Bar-
lows, Sanlam and Metal
Box, the only independent
of any considerable s1ze 1S
Wiggins Teape (not listed
on the JSE).

Usutu, until recently an
independent, now falls un-
der Mondi, which 1s whol-
ly owned by Anglo.

IN THE

| CAPER & PAPER CONVERSION
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By Ann Crotty

South Afriean Brew-
erles
for
the 2,5-million ordi-
nary shares of Scotts
Stores — g premium
of R6,8-million oh

“the current market

value,

1'm11d ‘aceept the SAR
offer

About 45 percent of

the Scotts shares gre
held by the directors,
Scotts g involved n
retailing shoes, clothing
and footwegar througn
department ang spe-
.Clality tash stores It
also owns tha Unlew;n.
~kels stores group

. SAB 15 already invol.

dnNouncement is made
regarding the future
plans for the acguisi-
tlon it g difficult to
comment on how costly

It 15
No effeet
The dnnouncement

$ays that the dea] will
have no material effect
on the earnings of gzs.
sets of SAB,

{5

F
*

{

|

;- 'Share basis, the ved 1n shoe retailing Dealers on the Jo.
s takeover pricg i 850¢c  throngh its subsidiary ~ Dannesburg  Stock sl
Amrel —'3t 15 possihjs Change were Surprised

s for ordinary shgres by th
3 thar Scotts will be in. by the acquisition and 4
#  that were priced at ked here ; the price paid for it )
: 990c n the Johanyes. SAR In 1977 Scotts was
«~ -DUTE  Stock Exchange P\B appears to have earning 126c a share

4 on Frid Paid a high price for

g rday SCOtts, not ony 1 And Was one of fthe
Total payment fgor erms of ijis current  Strongest and mogt
Ré5-millon ang in. I view of its trading Shares 1n the stores
cludes R364000 £ 15tory sector By 1979 this
Dreference shareg and had changeg dramatic-

Although the last
year has seen 1t maj.
g some recovery from
a2 long periogd of weak-
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The two Lompanies

'o85, the outlook for 0f 61,7 a share Is the
have announced that the stores sector in  last that the company
the hoiders of 75  general I$ not suffi- has paig, Resumption
percent of the ordinary clently strong to war. of dividend payments .

shares of Scotts have
aiready saig that they

o

rant the price that has is expected 1n the 1983
been paid, But untn an  financial year, N
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Y CUMMINS
THIRTEEN months
‘after Langeberg Co-Op
agreed to take over the
canning operations of
Piccardi Canners for
R6 800 000, the dea] has
not been consummated,

In 1ts results dated, Janu-
ary 11, Langeberg says “the
Provisional figures dg not mn-
clude the results of Al Goid
Foods as the .Agreement of
Sale has net yet been
fmahised”

On December 22, 1970,
Langebherg agreed to take
over All Gold effective from
Januvary 31, 1981 Th
Price was net asget
that date, estimated gt
R6 800 000, Settlement was to
have been 1p cash in five
€qual annual instalments ...

Langeberg and Picard;

nmg are stll hagglng,
apparently aver different -
terpretations of the assets
and habilities 1n the deed of
sale

“We have finalised olr ac-
counts,” says Mr Jap Pje-
card “They may query our
figures, but we have no prob-
lems whatsoever *

Dr Johan Mouton, Lange"{* i
©Tg general manager, wont QY

i » ® ’ '
’ :ay which figures he quene’éﬁ ‘_S . fg ea N eflc l %

17, Deputy Financial Editor

ifQﬂION & London, Sage’s -
2ok iiﬁ@t

but admits “We go hairé
problems with some areas;n
the agreement before we

sort out the fina] figures 7™

After the Langeberg tranc.

action, Piccan became 3 ozah7)" ank, have teameg up with

shell and hag changed 1t5'n;.
ture, buying Katy Internal

tional, Logans Sports and’EA‘l‘t-xf ire

The company; re-
cently announced ap eight-
fold leap
R2 215 009 e

Langeberg’s pI‘U?lSIﬁﬁﬂ}
resuits for last year show ¢ £
nover of R139 n

Increase of 119 over 1980

4
::* 1

Pi
hits sna

Fruﬂts of R555 00p caunsed a
inal surplus of
Since Februa
berg has underts
SIve rationalisation of
clduous and
plants of the
An Al
Montague hag stopped cap-

!
éan"é‘

I earmmngs gt

l
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has

- Much of the

- Was ‘effeoted )
‘and I?rfgcguutun Says that All
12.Gold

LHary:1°and October 31 was

JT A
Lr '

étwa

-ﬂ'to'ﬂ.i

9 The company will be the
7exclusive SA franchise hold-
' er‘}fur such

Acs

_ ,L'Jﬂl'j’
e Li'rj"ﬁliml's,. Halston and Profum
378 000 —=¥aid

The unauditeq trading;re. | 1iri

Sults show

plus of R2 860 000, byt eangglﬂ

a def:c:t.fn:jﬁ ¢
K305 600 against 1980°s Sipq.
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The combined operation

ories to two, and from four

form a najor cosmetics
talling group,

ternation

]
(Tange

RNy (! LT H

e

k
1]
L]

(2 > ..

ok
. IR TR

T

1 L t ¥ o L 4
¥ - rd ‘l ’;“
Ty l f -4
g 4 g
i

R37 gﬂﬂ 000 MH

The str ng will con-
tinue this year, byt in hig pro-
ections for 1932 of R207-mil-

on {urnover for the total
operation, he si;jj differents-
ates, and says All Gold will
Probably generate R53-

mullion

74

R250 000

, Lange-
en exten-
the de-
Jam-processing
tWo companies
Gold factory at

gone from five Jam fao. €Xpensive

competitors,

Imarket expansion
made the tota] drop in tur-.
hover only 3%
ket 13 more for canned vege-
tables than fruit, unhke the
exp:rrt demand whjch 35 90%

ratiunallsatlgn
late last year

4Urnover betweep Feb-

cant share of the R80-million
to R100 million year SA
market

gany will be Mr

{ranger, untj recently sen-
10r vme-]t:res:dent of Max
Factor In €rnational i Lop-
don. He has been 1p the: cos:
metics business for 39 years

Managing director will be
Mr Nathan Taitz, formerly

Nedbank’s Investment

top cosmet;es executives

names in cosmet-
as Max Factor, Orlane,
Quant, Outdoor "Gir],
will be calied In.
al Cosmetes &
grances

ccording to Umon & Ion-
and Nefie, the product
commands gz sigmfi-
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The hiquor trade expects
the bhoard’'s recommenda-
tions to help break what it
claims has developed nto a
monopoly 1n the beer and
wine and spirits 1ndustries,
by introductng moie compe-
tition at the producer-whole-
saler level, where prices are
determined

The report has been given
fresh significance by the re-
cently announced increases
m wine and spint prices by
the Cape Wines and Spirits
Institute y

The chairman of the Hotel
Liguor and Catering Associ-
ation, Me John Matisson, smd
yesterday the institute would
make profits of "millions” on
selling old stock at new
| prices

Mr Matisson said he took
delivery this week of three
| contignments, and was
charged the new prices, al-
I though the stock was obvi-
ously old

The new prices, he said,
shotld not have come nto
force until old stocks had
been sold ottt and this would
have beer some time to-
wards the end of the year
Wine and sptrit production

THE Competition Board 1s rounding off 1ts imnves-
tigation 1nto restrictive practices n the hiquor
mdusiry and its report 1s expected to be tabled
during the coming parliamentary session

and prices were controlled
by tha KWV, and 11ses were
passed on by the Cape Wine
and Spirits Institute to the
retailer

The wholesale price of lo-
cal wmes has been raised by
an average of 13 percent The
wholesale prices of spirits
will rise 8 percent

It was learnt yesterday
that the Competitions Board
had nearly completed s re-
port on monopolistic prac-
trces 1n the mdustry in 1979,
when the liquor industry was
restructured

Then SA Breweries took
over Interconiinental Brew-
eries, giving it a monpoly
the beer field

Merged

In return it surrendered its
interests in Stellenbosch
Farmers’' Winery, which con-
trolled more than 40 per eent
of all wine sold 1In SA

SFW then merged with On-
demeester mterests to form
Cape Wine Distillers, control-
Iing most of the wime and

(e - -

ﬂ‘ﬂﬁ.@

;

?

spirits mdustry In this KWV
has a 30 percent share

KWV, however, has a 50
percent share in a controlhng

company headed by Rem-
brandt, giving it a cﬂ}mmat-
g pesition at the secondar y
level of the industry

Mr Riaan Kruger, divector
of Cape Wine and Spirits As-
Soc¢iation, said yesterday
thers was {usttfmatmu in the
price of. old stocks of wine
also bemng rajeed

“This wine has been lying
i our celflars for some years
i now It has not heen making
any profit for {he orgamsa-
tion and yet it has been cost-
Ing us money to store it there

lint1d 1t 1s aged ”
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Shlom Egs)foeﬁf” d W@eg conglomerate'

By Anne Crotty

Sinelaxr Holdings re-
sults for the 10 months

to December and fore-
cast for the next six
months shows that
chief execulive Mr Baz-
il Shlem has wasted no
time in forming the
base of a strong con-
glomerate,

For the 10-months
trading period Smeclair
reporis a turnover of

Ri4,5-million and an
after-tax profit of
R1.3-million

Earmmngs a Share

were 159 and a
second mternm di-
vidend of 1,5¢ has bheen
declared. Added to the
first mterim dwidend
of 3,5¢ announced 1n
Aungust, this makes the

ineclude anv conttihu-
tion from the munority
stakes that Sinclair
recepilv  acguired m
General Business Cor-
poration and Peacock
Investments as di-
vidends have net vet
been recerved by them.
The results do 1n-
clude 10 months’ trad-
mg for Poclquip and
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5¢ a share months’ trading for

The results do net Sun ChemleeIL _P r e-
" 4 "-;: b €7 . N .

mium- Aceeptances and
their respective subsi-
diaries Mr Shiom 18
satisfied with the Tre-
sults, which are abeve
budget expectations.
“Considering the
operation is still in in-
fancy, I feel that it has
an exciting future with
excellent growth pros-
peets,” said Mr Shiom
who 1s forecastimg earn-
ings for the 16 months
to June of 23c a share

)
L Q'-]_F"" J'ﬁ_ -

— ———nni

He has indicated thm;
dividends  should be
covered 2,5 times, This
implies that a final di-

vidend of 4e¢ a share
can be expected, hring-
ing the total peyment
to 9¢.

Mr Shlom has net
felt effecis of the
slower economy and
Says the replacement de-
mand for pool equip-
ment is strong.
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. produce ‘nearly 40 pgl?&tgﬁi:
Of South ‘Afriea’ sugar,

:,” 800d.portio :
K Feed poruon of its food.,

whal
*

Huletts™ Jast balanc3 sheet;

© 'showed tota] 3
]..  R552'milhon ﬁhlslse?tsTu:f*

v, With shareholders’ und
‘of RI'500-mullion itﬁ}‘ﬂugl?
the merger .of ;}i‘n‘glu- |
American Industriaf’ Goy.
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merger that could create another Ang
company with assets of R1 000-miltion.

The two huge sugar and industrial corporations
said yesterday that they were holding discussions
. with a view to a merger and warned shareholders
te exercise caution in their dealings.
“They- said a further ‘an- Huletts Alumnum, 1s the
nouncement, would be made biggest alumimum products
as soon as possible. .! company,1n SA.

\Tongaat’s- last h’gléﬁ&e Huletts recently sold its

5 1

sheet showed shareholders’ paper interests to Mondi and

funds of R214 456 000 and.to- 1 most its packagng interests

tal assets of R513 566 000.', - to Nampak, a Barlows
Huletts had” shareholders’ company

funds’of R340 779 000 and to* Anglo- American Corpora-

tal asséts of R352 413 000. tron holds 19,2% of Tongaat

Tongaat’s -sales last year
were "R557-million’ and "Hu-
letts R521-milhion Tongaat
boasted ‘taxed profit of
R28'513 000 and.Huleits
R35352 pﬂni ‘3& 1o

Tongaat produced 9% of
SA’s sugar. Its -subsidiary,
Tongaat Corobrik, prodiced
about 90% of SA’s bricks and
fales

It has a huge food and,

directly. Foa
. Anglo subsidiary Amic has
42,8% of Huletts, most of
which 1s held through a 50%
holding mn S&T Investments,
which;holds 53% of Huletts
Tongaat shares control of
S&T with Amic also holding
50% of that company.
While several permuta-
tions are possible, an analyst

who monitors all three com-
feeds division with sales of panies closely says the most

R226-muflon last year, and Iikely structure after the deal
extensive textile and other’ will %e Amic on top, Tongaat

_mterests in the mddle and Huleits at
Huletts produced 28% of the e ttom

SA’s sugar Its sibsiiary, He says Tongaat has a

L e—, — — = - —

L
Nl

o ) ‘Efl’* tlie bétter”trackrecord so

By DAVID CARTE Blses

TONGAAT Group and Huletts Corporation are negotiating a
lo-controlled industrial |

- and all parties will proba
{: | benefit. v e

wider spread of interests ||
than Huletts and greater

depth of management Ton-

gaat would make an attrac-

tive sub-group In Amic It _
could use a lot of unused debt |
capacity n_Huletts, which
has degeared since the sale of
its packaging and paper |
interests

This scenario could 1mply
share swops between Anglo,
Amic and Tongaat It could
also entail an offer to Huletts
minorihes by Tongaat for
cash or Tongaat shares oOr
both.* '

'Anglo watchers' said the |

deal was part of a huge drive |
llaly Anglo to tidy up its control
nes

Only iwo months ago
Anglo merged 1ts ndustrial
company, Amic, with De
Beers Industrial to create |
SA’s biggest industrial com-
pany with shareholders’ |
funds of R1 900-million

Last year, in other deals
rupning to hundreds of mul-
hions, it took radical steps to
rationalise 1ts internationas
mimng, property and nsur-
ance interests

COMMENT:-There will no
donbt be synergy and ration-

qlisation benefitsin a mer%?r :
yv o -

" At thé recent mterim, Ton-

| gaat’s earnings were up 35%,

‘to 63;4c a share and the group
‘looked ‘Set for ecarmings of |
‘about 140c for the year. Yes-
terday'’s share price of: go0e |.
'was 5,7 times this figure

.. Huletts was 36% ahead'at- ‘
the mterim and ‘Jooking " for | °
138e for the'year. lIts price of }
895¢ yesterday'was 6,5 times |
these prospective earnings |,
~ Tongaat ‘has ‘the better ) !
~ gpread of mterests and is less
. expoged to sugar. It also has

I

yesterday’s relative \vaiu-
ations were out of line.

1
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5ANHINDU;STRML 1antr. w:th assets of. m re

ﬂth‘ﬁ’li :R1; 000 amfilhon is likely to emergesfrom

hta'lks started. yesterday.for a Tongaat..and
%Huiett**groups%merger‘ g PR Vopad e

r
'-"F R J' f ‘o) | [.'t
g g "‘T.T"l.'*r e "3 wh [ S \ s

i A merger “will icreatemxmajor“sugar producer in
South%frma‘r—“— last’year ‘output from: the two was,s ;
”about 36, péreent of the country’s total. »k, 151 -
11;1\1 i*R“b ”"Phlllfps";pubh ‘i"elatlons ”flcer fom
*Huléttk Cﬁrporatlbn‘i sa;d Iast ‘night that 11: Was® far
itoo rearlyt to: spedulate;'on/ the feffect* of a iposmhle
E merger on employees and the ‘productsthe companv

-
E LY

-n!; Loty ’MTH, f, |,|: Tﬁ?- ) ..,qj, pia u"”t" | 1
g-isellsi*fﬂ 11'-1,%.]"*& 1‘ th“w vﬁ-t-t {*; "r L y |§ ; Fﬁ T, p T -h?"l J-'..f §d 'r1 : Hr +" _
A bllef statement fnm e

F MArdstone, ‘e’ headqua;',,.q ,

—_— wr pr—wr — —— —

.?:’gters of the Tongaaf, gl‘ﬂlﬁhu
and;the, « Marmian?of. bothy

™

.

______ﬂi.gcum“‘?n:es*fﬁn CHri%; ] T

gggﬁﬁnderarfsald'é th d1§h .
{-_icussldns JheLg. bethg. h Ldi'
- atwthy amew’nmﬂstabhﬁh
I}Ilﬂgaﬂ hams*fur the merger,
5'0f: the two compames‘{:r G
K Sharehdlders Were.
«asked: to'exercase; caution’
sin-dealing swith the1d’

«shares andatnld that**a fur- .

i+ ther annnuncement would
be”madefa's 500N as S
-practieablel '
9, Markefcapltahsatmn uf »
‘the\two; hides ‘their “vast Tongaat Corogroup — a - -
,,Investments in, land, } majlor brickmaker-in
|: equipment *and’ factories. | i t-South Africa ‘The group
v et s - Ecmteiie{
. m*llhnmwhﬂ& Huletts 1¢ Smirth’ recently sold 1its | In a series of mergers it
'priced; at" 895¢'1s worth interest 1n Huletts shortly has expanded 1its textile
R204'million | after the Barlow Rand | interest which include the |
”T'hmrz cnmbmed turn- _lgr““P ganed control gﬂ‘-’ld Whlte?%ﬂd and
| over is R1078 mllhon of | main su- ons group at Tongaat,
‘}vhlch one quarter cnmes gal;l.ui}esgsdifcgf noarth of H%ng liit I"lgllaln‘r_rn.a:rm:l.'athta
‘ rﬂm sugar, nearly an- Durban with a string of and Prilla Mills,
other quarter from aly- ! milis 'stretching up to* Its foods and feeds divi-
qmimum and another Zululand and a large sion recently took over H
|>quarter from the building { stake in a Zimbabwean su- Lewis and Company,
lmatenals dwiston gar mill It'owns: Hulamm, Isando Milling, Natal Ol |
MO\IEI" } the Pletermaritzburg: Eru&lucts and Tongaat
: .Prxme mover behmdithe ‘hased alumlmum pruduc- | cr:I:‘:: 5 th
) fer behing, er, and the group emp loys |'. | Tongaat has interests in |
| seenes s beiovod tohea || Sing 1600 peopls property, clecncal ong:
paersrsolder b |t ool soa s pe | R
' American' Corporation — per intérests to Mondi Pa- I and United Electromes)
which holds about 20 per — a company In thei Tongaat, which directl
percent of the Tungaat Anglo American Group 40 or indirectly held 25%
group and nearly 40 Tongaat In addltlﬁﬂ‘g& ‘ﬂ percent of Huletts ordr- |
I3 percent of Huletts , sts sugar milling activibies & nary shdre capital at
The two companies has major mt’eresv*” l March 31, 1981, reported
furged links many years pre-tax profit of R48,23
880 when the famous Su- mtllion on turnover of
$a{‘ Battli tuoithpﬁai:e.;f glﬁfﬁ' nglli‘nﬁ m %1& year to l
[~Tongaat, with help from e end of Mare .
AngloHAmerman ‘Joined | Huletts’ turnover was
AT (o March 51, 1981, and
i o March, 31 an
‘Huletts which was.in-the ‘pretax p ruht tutalled
t'fmldstlﬂf 9 tﬂkenver battle R67,21 mlllmn *
Vfor/Natal' Estates s 4 5. . e

1 i ¥



THERE 1s a new Anglo American group in the
making This was underlined again this week
with the news of merger talks between the R514-
million Tongaat and R552-milhon Huletts groups

As 1n the still-settling merger of Amic and De Beers
‘ndustrial to create South Africa’s largest industrial
~ompany, with shareholders’ funds of almost R2 000-
million {and, before that, as in Anglo's dawn raid 1nfo
the R50060-million-a-year Cons Gold Group, et al),
there are clearly important vp-front implications to

his weel’s talks to produce yet another major Anglo

vwateHlite, 11 this case with
issets ¢of more than
111 000-miilion

g

But the message for long-
erm Anglo watchers goes

By Stephen Orpen

Yo
hat they should know 1S
Lhat, following the
© “First-stage,” 1917-57, -
ng-finance Anglo Iargely
onfined to SA operatwons
ind following the
O Second-stage, 1958-75 min-
ng-finance-fledgling indus-
trial Anglo with a quickening
international presence, the
R12 800-muilion juggernaut 1s
now well imto a still more
exciing

© Third stage This has been
marked primarily by

© Unrecogmsably more ag-
gressive, astute and ruthless
expansion, net least by major

© The long-range control of
sirategic mnlerests mn an area
once anathema to Anglo h-
quor, hotels and the large-
scale retailing of an exhaus-

tive range of consumer
goods

Anglo has some 507 of Jo-
hannesburg Coensolidated In-
vestments (JCI) through
noldings via companies
called Hesident Nomunees,
Petard Nomirees, Fermain
Nomunees, Anglo Insurance

Holdings and perhaps others

JCI holds 20% of the equity
(worth some Ri166-maillion) in
icguisifions, to huild SA Breweries SAB controls
®A domnant or at least OK Bazaars, bﬁm_mmﬂmﬁmn

strategic stake m virtwally e’m"— —— = — - -
2}l South Afriea’s basic and _ - i
major-panstnnl sectors, and
_mm_m_ﬁ ﬁﬂ . f ﬁw - - M

b bede ar ._.I..n_.n.-........_.__.-.l.

& Grasp compelling - mmEm-
lay positions on a much
arger scale thap hefore En_
world mmning, and some otii-
er international sectors

————

O Fremn Page 2

ence in the diaries of the ex-
peditton ieader David Carne-
gie, who miended to return
EBut he too, died before he
was able to do so °
This story made a big 1m-
pression on Mr Towie, and 1n

L5 B O | 1 Lo

© A relatively huge ‘clean-’
ing-up’ programme under
which the vast web of group
and associate company mier-
relationsinps has been widely
unravelled and sewn togeth-
er to form a much more eff1-
cient flexibie and logical and

Retall Afcol, Solly Kramers
and Southern Sun hotels and
casmos Key question Wonld
Anglo ever try to work more
direct controt of JCI and/or
SAB?

© The deal with Chrysler {o
spawn S1gma, providing huge
leverage 1n the motor
industry

© The steps to become a
major power 1 the food 1n-
dustry The group now con-
trols African Products, large
sugar mnferesis and has re-
cently merged its Cape and
Transvaal farming projects

& The advance in bwulding
and consiroction materials

{Tongaats Toncoro) as well

as in civil engineering and
construciion iiself

© The big puch mfo pulp and
paper {see Business Times,
Page 50 Jan 17)

© The continued profress
steel and engineering

© The acceleration of expan-
ston m chemicals (especially
coal-based) with a keen eye
on future energy
Inves{ments

O The clean-up and expan-
sion of property business

As long as two years ago 1
wrote ‘It seems Inevitable
that, 1n the contest with Bar-
lows for dominance 1in Na-

|.| | I.I
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= =
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tal s fast-growing businesses,
Huoletts and Tongaat will o
due course be put together, to
form a new satellite with as-
sets worth as much as R1 000-
rm!ilion

“This could give Mr Op-
penhenmner an edge which
Bartows will be hard put to
match More realstie, per-
haps, 1s the argument that he
will simply be out to fidy up
after the first furious Natal
invasion, winning greater
flexibility to focus funds
more quickly, and with less
procedure {o corporate
points on his Natal canvas
which offer the best returns
or opportunities for expan-
sion at the time ”

This still scems valid
Consider
© Tongaat produces 9% of

diamond depesit in the area
By 1973 one of Northern

Miming's geologists had dis-
covered the first small dia-
mond, but the consortium, es-
pecially Northern Mimng
was critically short of cash

{Once more the veniures
caler o De Ronr

er CRA, became the man-
ager of the project while
Northern Mimings interest
was watered down to 5%
fhe jomnt venture first dis-
covered diamonds at Ellen-
dale 1n 1977 and then near

Lake Argyle 1n September
07y

the country s sugar and sub-

sidiary Corobrik 90% of SA's
br.cks and files It also has a
huge foed and feeds division

with sales of RZ26-mallion
last year, and extensive tex-
tite and other 1nterests

© Huletts preduced 28% of
SA’s spgar and its subsidiary,
Haleits Alurmmium, 15 the
largest alumimum products
company in the country

© Huletts recently sold s
aper mterests to Anglo’s
ond: and most of 1fs pack-

agmg mnterests to Barlow's

Nampak

© Tongaai could, for start-
ers savourknoch of the large
pool of onused debt generat-
ed by Huletis when it de-
geared by selling to Mond)
and Nampak

to make the sigmficant dis-
coveries claims Mr Towie,
noting that his son and
daughter-in-law were Key ge-
clogists in the discovery of
the Argyle deposits
Appreciating the sigmifi-
cance of the discoveries, De

S an- » . " n . L

which were heavily criticised
by the Australian Press, Mr
Bond controlled Northern
Miring

Mr Towie says he suspects
the possibility that Mr Bond
couid be a front man for De

Beers, and ﬂmamnaw the H.nﬁ-
¢ 41 ra !
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By Vera Be'jzkova
BATHING bosses who allow thewr ample
frames to be gently caressed by delicate bub-
Lles make for a pleasant corporcte life
i  This 1s the message from Mr Spa, who has
sold 180 Genes.s spa-pools since Joly
I Therapeuiie sthimulius i the form of ciren-
latien-induceing spa-pools relaves the old ogre
! mio a clear-mmded decision-maler, say
Souih Africa’s spa-peel fundss

We have all heard how horses had thess
strained anlles mampulated back mto sup-
plepess How rheumatic pam 13 alleviated
through 1mproved blocd cireculation How
stress and (ensien are massaged ount of the
twisted apd poddle-deformed backs How
overweight bousewives henefit from a few

I

+ K

One can never be sure
about the vertty of these sus- | .
prarons What 1s certam 1s <
that i smits De Beers to have
the unfortunate Mr Towie ont
of the way

All indications now point
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to the CSO Emﬂwmﬁﬂw at _mmmw iLurope’s mncncE:u (rends,
1rag sroavarhinng ane <«
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Bubbles for relaxation

minutes of tender pummelling of the
pCsieriors

in Amer,ca 1t has leng been the vogue
hard pressed men to dive o their owa bul
hie baths 1n the privacy cf the leatper-pa
elled execulne suite

Thes trend 1s now slowly seepmng wnto &
Sonth African boardreom, says Mr Spa, wlb
pombers among his clienis the felloving ¢
ecutives who had this exelusive watering bo
{at scme RS 068) installed wvithin a glanee «
the.r makogany desks

Nickey Natler of Tenecon, Maunritz Albe
of Plant Park, Nelson Gurdlesteone of Conto
Development and Jokan de Beer of Sianke
ama are but some of the enfreprenenrs wil
talke therr relaxation serously

== T TheEsimple T oVEFarchg T el TR =TT R
. otiire, both groupwide and,in ||

terms of the major mmﬁm__;mm !
old and new

© Determuined if somefimes
froubled efforts to revamp i | *
the management ethos (now | =% «% . &
more heterogeneous ang less | |
Oxbridge) and to overhanl la- e e

bour polictes not least witha | | ™ g™
weather eye on the need for .
black adiancement |

In terms of the second { 414 Katjar
point, moves which spring to § Lyiti-purpo
EEn include hally for u

o ure udde route betwe
Sonth Africa and Sri Lank:
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THE fortunes of South Africa’s
super-rich have grown dramati-
cally in the past decade.

The country now supports (or vice
ersa?) roughly 400 rand millionaires
orth collectively at least R3 000-mil-

10n in paper and hard assets.
This compares with only half as many 20

ears ago worth not more than R500-million
Even allowing for the great slide since 1962 1n the
urchasing power of the rand and other currencies,
he R500-million amounts to no more than R1 3060-
ilhon 1 terms of today’s inflation-eroded money
These facts are revealed by the results of an
2xtensive investigation by Business Times with the
o-operation of research sources both domestically

nd overseas

The information in the survey reveals that infla-
1on has taken a heavy toll Had 1t been less severe,

he purchasing power of the
A millionaires would have
1sen much fasier

On the other hand, to-
ay’s mmﬁ_w\ milhichs are

ore soun _% based than
he “frothy” fortunes of the
ate Sixties, composed
argely of grossly over-
riced shares or “paper”

It seems there is current-
y about one rand mulhon-
ire for every 3 300 work-
ng whites, and one for
very 12 250 workers of all
aces

Using the US dollar as
he currency, this com-
ares with one for every

13 500 working Japanese in
Japan, 8 000 1n the US and
12 300 1n Austraha

There are about 100 mul-
ionaires among the largest
amily and individual
hareholders in companies
1sted on the Johanneshurg
tock Exchange — rated
wccording to readily avail-
\ble mformation on the
urrent market value of

Research assistance

by John Spira

aires among all JSKE inves-
tors at the height of the 1969
boom, compared with to-
day’s 400

The Sixty-Nmers held
scrip probably worth
R1 000-million at share
prices ruling on Juiy 15 that
year

The 82 brigade 1s worth
nearer R2(000-mulhon 1n
shares standing on at least
double the average earn-
ngs and dividend yields
ruling 12 years ago

if one puts the shares on
1969’s absurdly diminufive
yields ﬁm_&mﬁm a rather
meanngless exercise) the
current total would be
around R4 000-mallion

L Lh | bl
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Allow for inflation, how-
ever, and the purchasing
power of the 1982 total on
"69 yields (assurning that all
the shares could be sold at
current prices — which
they couldn’t)) drops below
R2 000-milion 1n ’69 terms

50 H, as one should, one

ormuts the adjustment to ‘69
yields (or 1if one adjusts the
'69 total to accord with 1982
yields) then 1t 1s elear that
progress has been less spec-
tacular than it maght ap-
pear at first sight

Allow further for the fact
that those who were mil-

lionaires in 1969 would now
have to be at least double-
millionaires to earn the
golden “M” badge in late-
Sixties terms, and i 1s clear
that, as one would expect,
inflation has drastically
curtailed the advance 1n the
number of millionaires, 1n

the “traditional” sense of
the word

Of course, “paper” mil-
lions are wvery different
from tangible (hard assets)
or cash millions

The number of mlhion-
aires measured strictly by
this yardstick (hard assets

or near-cash of a mllion
rands or more) 18 n6 more
than about 100 in SA — or
only 65-odd 1if one sticks to
the oid defimtion of the mi-
lionaire as someone owning
hard assets of 1-nullion
pounds sterling

For perspective, it 15 1liu-
minating to compare the
super-rich of other nations

In South Africa there are
only two or three candi-
dates for the R100-milhon-
and-above category The
Oppenheimers (possibly
near Rl 080-million 1a all,
but much of 1t not easily
realisable), the Schlesing-
ers, If they can collectively
be termed South African
(R600-milhion 1 1969 but
conceivably mwuch less 1n
real terms now) and mys-
{ery man Anton Rupert and
his clan

By contrast, as far back
as 1957 there were 45
Americans worth more
than $£100-mmllion, and 55
worth more than $50-
mallion

By 1967, there were no
fewer than 813 Americans
who reported taxable in-
comes of more than $i-mu
llon a year And this 1s
thought to be only about
half the true number — as
people in such lofty brack-
efs invest heavily i bonds
and tax-free paper

Today, there are at least
1300 Americans m this
class, even after allowing
for inflation

In Japan, there seem to
he about 50% more miltion-
aires than in SA — small
beer when one considers
their far greater gross
national product and
population

Same story 1n Australia,
wtth figures about equal to
South Africa’s — as m Brit-
am in sterling terms

However, the British fig-
ures, at least, could be lgh-
ly misleading, bemng based
on capitalisation of report-
ed taxable incomes in a
country famous for its tol-

_ SUNDAY TIMES, Business Times, January 24, )i B
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WHERE are they now
only 12 years ago? No

town, dominating the
tapes daily?

Poolquip, Tapsa,

Gordon?
Remember *'Mickey”’

Those were the days

erant attitude to tax-
dodging

According to one Enghsh
daily “In 1969, some 109 re-
ported incomes of more
than £100000 a year, 1m-

plying assets of well over
£1-milhon

‘However, the 109 In-
cludes only those who, after
every concervable ploy, and
there are so many mn this
country, were stili unable

| Here today
' and gone

companies and groups,

Think a little Remember Corlett Drive Es-
tates, Glen Anil (the orniginal), Barsab, Penguin
Furncol,

vid Rubenstein, Raymond Eskapa, Schroder,
the Fuchs — to name but a few

LLIONAIRES!

row!

the golden men of
less, where are therr
once the talk of the
stock market ticker

Sabile, AS& B

Finn, Rosenberg, Da-

to report incomes of less
than £100 000 a year!™

Adding figures for the su-
per-rich of the five nations
— the US, Britain, South
Africa, Australia and Japan
— the estimated number of
multi-millionaires is as
follows

® R500-m to R19000-m
five with a total worth of
R3 500-million and total
gross annuual earnings of
R400-million

® E210-m to R500-m 21
with a total worth of
R10 000-million and total
earnings of Ri 100-m:llion

® R150-m to R210-m 93
with a total worth of
R15 000-million and annual
earnings of R1 950-mmihion

® HK50-m to R100-m 280
with a total worth of
R28 000-mulhon and earg-

XA o

mgs of R3000-rmlhon or |
more
® R20-m to R50-m 3 000-
plus worth R80 000-miilion
and annual earnings of
R10 000-m

The grand totals here
emerge as 3399 carners
worth more than R20-m1l-
hon each, adding to a total
for the group worth no less
than R136 500-mullion earn-
1ng R16 450-million a year

Just figures and noughts, .

to be sure But not bad all
the same!

For instance, the total
worth of the group (which
excludes more of the large
economies 1n the world
than 1t includes) 1s close to
twice the entire gross
national product of South
Africa and nearly nme
times the total assets of the
grant IBM

Expressed differently, it
could bmid at least 300
cities the size of Soweto!

Many qualifications are
necessary, of course Not
least, 1n the case of the SA
milhonaiwres, the basic hist
for 1982 includes only iden-
tafiable parties in which the
links seem highly likely

Also, the trend towards
disgwmsing personal or fam-
ily shareholdings through a
maze of nominee and simi-
lar companies has in-
creased _.mm_&w 1n the past
10 years for political as

well as other good reasons

Thus, the figures can he
taken as no more than
guidelines 1n a fair number
of cases

SA’s top millionaire shareholders

heir shareholdimgs

_uMh__u_mma Mhﬂﬂmmﬂmm muzﬂww_m WHO are the richest families and  produced for BT's sister publication, The Wn__.:nmm in a controlling company called c ___wu__ _h.rm ___u.nnmmmmﬂ_. E_mm muuhﬂmm at the  list of well over 90. M___ Venter qm.m M Mann dww
LDOL individuals in South Africa in terms  Fioancial Mail ilven constitute 100% otlowing share values for the parties ol Kerzner 53,0 Crookes family 11,
ieh” who overnight hugely ¢4 o holdings in ordinary shares Various difficulties make it impossible Of course, in 1969 Bill Venter was vir-  that follow: Louis [iyt, Bds-mllion; Ben- ==ﬂwwwﬂmwwﬂ“wﬂ hh ﬂh_wﬂumﬂwmm ﬁmﬂw nwmm Lows Luyt 43,3 Jan Pickard 10,1
nagmfied thewr “paper listed he JSE and tak in some cases to be strictly accurate M kn nie Slome, R38-million; the Beare famaly, A4 compan
rorth during the great ava-  115ked on the an taken at cur- about the “paper” worth of the people tually unknown R29-multion, the A J Goldins, R26-milhon;  ies in which they are directly involved Rupertfamdly 43,0 Raymond Ackerman 10,1
anche of new Lstings on rent market prices’ concerned But the picture is telling none Similarly, if Sol Kerzner”and “family”  the Eric Ellerines, R17-million, Jan Pick- are reflected in these valeations of the Benny Slome 38,1 Saunders family 7.8
he mxn:m:mmn 1n Smn Hﬂm B ﬂ%ﬁﬂuﬁmagﬂ _nmm mwnaw_._ %hﬂ:% of the less _m:__“_ mw_ccﬂn ﬂ__.n._”m __E_&um m:Eﬁm_QFm__: ard and Raymond Ackerman, each more above millionaires. Beare family 28,7 Carleo family 7.7
ixties — and aroun 0 curegor's invaluable Wwno Owns Thus, in h i oldmgs, With Its large stake int Southern  ¢han R10-million, the Iver and H Jacobsons, “hard” ;
hen counting ndividvals Whom provide fascinating guidelines — 4 Mwwhwmwnumh.ﬂ%_ﬂhuwnwﬂwﬂ_%% HHM“M Sun, then his “family” could be worth  Ri4-mnllion; the Hepburns, about the EM___HMM«, wm_u_._wumww“wﬂmmﬁ__ﬂhu mﬂwﬂﬂmwﬂ.ﬂnmﬂﬂmm Goldin family 25.8  Pourouhis family 7.7
ather than famihes as well as an opportunity to compare text), Altech’s Bill Venter could be worth R53-million just in SS shares same; the Colin Crookes family, R11-mil- stones, mn_.uEﬂm_ art et al) could add great- Ellerine tamily 16,8 Jowell family 7,3
Overali, there were associated stats from the study, The New R70-million 1n terms of s indireet and Sol didn’t feature 1n The New Million-  lion, the somewhat mysterious Mr M , 1y to their overall “worth” — or only a Hepburn family 13,9 Searll family 6,7
bout 350 “paper” million- Millionaires by Stephen Orpen in 1969, direct holdings in his group Altech :f his azres lists, ;ﬁ_ﬁb. R12-million — and so on down a little ‘o Jacolgson family 13,8 Kramer farmily 6.5
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- Thorn-EMI SA, with a
|- local turnover. of more
‘ than R100-million, 1s to
smerge in April \with

“Parkinson Cowan,

which has a R15-mul-
«lion turnover in South
S Africa .

- This follows the mar-
" riage of Thorn and EM{1n
Britain in late 1979 The
 resulting group then

“merged with PFarkinson
- Cowan

. The Thorn-EMI and Par-
'l kinson Cowan subsidiaries in
South Africa, howeaver, con-
tinued te enjoy independence
— until now,
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By Vera Beljakova"

The new merger 1s aimed
to result 1n more effective’
transfer of technology *

Thorn-EMI, which enjoys
an mternational revenue of
R4 000-mallien a- year, fea-
tures six product groups in
South Africa — Thorn Light-
ing, Kenwood, TV Rentals,
Clarkson and EMI Technol-
ogy (the last will now merge
with Parkinson Cowan)

The local Thorn-EMI nﬂ%

gamsation has recently been
successful 1n exporting __m_.__“..
ing,-products to Argentmna
and Brazl

It has also become one of
South Africa’s top four light-

ng manufacturers (and

ranks among other interna-
tional giants with local

branches such as Lascon,
Philips and GEC)
In total, local hghting

manufacturers turn over
g
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. R120-m:llion at ex works

prices

" Though Kenwood Ec@nnﬁw“ *

-are imported {and cost up to
R200 a unit), 50 000 food mux-
ers and processors were sold

1n 1981 1 addition to 100 000
mE_m.Emem machines (at
ahout R40 each)

Thorn’s TV Rentals busi-
ness 1s the largest in the
‘world, with 3,5-miilion oper-
ating sets on hire last year,
while Clarkson’s machine-
cutting tools are exported to
neighbouring territories
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m.m_.w_:mcu Cowan, on; ‘the
other hand, Emuﬁmnﬁ:umm
motors, w_E_m_.m_. firnaces, hy-
E.m::nm Aanstruments EE
mﬁmmc_n_umﬁ .

i

Its UK-based parent com-
pany, now' affiliated to
Thorn*EMI, made its name mn
heat memﬁﬁmnﬁm gas-operat-
ed devices and boilers

To mtiate further expan-
ston, Parkinson needs .EEET
EMI’s local technology, es
cially in computing, to ena _m
1t . to increase local content
from 50% to 60%..




ANOTHER R1 000-million
American Corporation group jug-
gernaut moves 1nto action tom-
morow with the launching of Anglo

American Life Assurance
The move represents the ctulmmnation
of a long period of complex work re-

Anglo
M %Jm-.-b ’

iﬁ "

structuring, reorgamsing, divesting and [ -,

mvesting to produce an lpsurance and

assuyrance satellite fully
equipped to compete
among the country’s Big

Five
For policyholders, the
main 1implication 18 & com-
pletely redesigned range of
olicies under the so-cailed

asterplan concept

This range combines what
seem )Justified claims to pro-
vide the muddle and upper
market with contracts pack-
aged to yield an unparalieled
flexility in terms of update
and other facilities to combat
inflation while also providing
unusually efficient cover, in
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By Stephen Orpen

whatever rmx the customet
mayv want at a given time

Also being offerred 15 an
unlimited sum-assured fea-
ture {(in the right cireum-
stances) for the first hime

From Anglo’s peoint of
view, the contradictions (not
infrequently denied in the
past) inherited with the insar-
ance nterests acquired from
the old Schlesinger group are
ironed out

In the process, new oppot-

Zimicalowean
CIrO3SIroaUs

¥ From Page 1

strong investor resistance
hegan to be felt

At the end of January last
year the average dividend
yield on industnals was 76,
and 1t now stands at 16 1%

And, 1In generdal, ths de-
chine has cccurred over a pe-
riod when nearly all compan
feg were reporting improved
results because of higher de-
mand for practically all pro-
ducts and services within the
country
- With the companies mov-
g 1nto a much tighter pers-

od squeezed by higher wage
levels and a total price
freeze, there 18 concern
about the future of the stoclk
exchange

The ZSE is reconciled to
sitting out the lean period
The secretary of the ex-
change, Geoff Pooley, says
"We are, after all, no more

than a barometer of the com-
munity’s business confi-
dence We have been
through quiet periods before,
and no doubt they will occut
agam ’

Fortunately for the rematn-
ing brokers, dealthgs in ex-
ternat shares almost doubled
m 1981, and they now ac-
count fur nearly ,two thirds.
of the totai huameqs

In 1980 the value of inter-
nal share dealing was nearly
R8# million, while extetnal
dedals were worth R39 mil-
hon Inthe year to Decemnber
31 1981, this was revetsed,
with Jocal shares accounting
for 1176,7-mzilon

¥
This underhnes the view of
a leading broker that the "lo-
cal market is dying
With the Governments
present policies 1 cannot sec
amy likelthood of mvestment

potng ahead’

-

tumties have certamly heen
created for ‘thigher invest-
ment vields, still lower ad-
mimstrative and manage-
ment expensed, and a more
efficient marlteiin% systert
(now 1ncluding brokers,
agents and freld staff — for
the Anglo mmsurance group as
a whole)

In the first year of oper-
atlons {effectively to end-
March 1982, allowing for re-
sults from the old set-up)
premium tncome 15 expected
to reach R167-million and in-
vestment 1ncome RE1-
rmiilion

In terms of 1ts R1 068-mal-
hon-plus assets, Anglo Life
will probably rank fourth 1n
the country behuind Old Mutn-
zl and Sanlam (each at least p
four times as large) followed
by Iaberty Life, with total
assefs going on twice as
large

Anglo Amertcan Corpora-
{ion will now control 160% of
Anglo aAmerican Lafe, which
in turn wiil fully control Afri-
can Iife (aimed more down-
matket) which 18 being 1n-
jected 1nto the shetl of
Guarantee Life left when this
operation was merged 1nto
African Fagle

Alsa fully controlled by
AAL wil be Southampton
and the leasing specialist
Irund Consolidaterd Holdings

There will be a 257 “port-
folig” stake i the short-term
insurance arm, SA Eagle

An nteresting suiclight 1s
that the nushmash of pro-
perty interests bult up part-
ly through Anplus acnquisi-
fion ot Sorec from
Echlesingers has now also
heen rationalised, and this

will benefit the insurance
interests

Chairman of AAL will be
Anglo executive director Dr
Zac de Beer, depnty chair-
man will be Dr Shlomo Peer
and managing director Dr
Morris Bernstein

Dr De Beer comments "By
far the greatest challenge to
tht industry s the inflation-
ar% environment, which
plays havoc with the value of
money and hence of tradi-
tional 1nsurance policies

' In the first place, this cre-
ates the need for highly ex-
pert money management In-
vestment managers must be
knowledgeable, 1magnative
and quick-footed to produce
asset growth sufticient {o off-
set the effects of infiation

“But even this 15 not
enﬂugh Inflation also creates

@ From Page 1

stream  producers AECI
and Sentrachem have for
some time been dttempting
to move thetr operations fur-
ther upsiream  developing
projects @guch as amimona
piants (AFCL and ( oalplex
(a joipt ARCl-Sentrachem
project)

"With Sasol's diversifica-
tion plans, 1t would be foolish
for any company stch as Sen-
trachem or AICI not to he
looking at other options for
raw materials supply,” says
‘Dave Marlow, Sentrachem’s
managing director

Although Sasol has for
years had certain down-
stream operations, the syn-
fuel giant 15 now making an

Save economy; kill white

& From Page 1

ity of whites in this country
believe that to meet such de-
mands i South Africa would
inevitably precipitate black
rule

And biack rule at this stage
{most voters apparently fear)
would be inefficient and dis-
criminatory at best, Marxist

doms” {under the black states
idea) would be swept aside
and sonn replaced by a one-
party black oligarchy

The management of the
economy would fall into the
hands of political stooges
bereft of any serous econom-
1c figning or experience —
resufting in the sort of chaot-

and highly destructive ats 1ca ddIsurdﬂrly hd‘ill’lESbﬂﬂ-

' o

The conclusion to this hine
of reasoning must be that the

price of a truly free-market
system in South Africa can be
only a (probably prolonged)
period of nnfree pohtics, un-
free markets, decaying busi-
ness confidence and perior-
mance, and all that follows

Yet to opt for the opposite

t
and I‘E_]ELF the free m:zriret
vs ctary and tha rlarmonr for

ostrich!

explosive situation Degenaar
warns ahout

There 1s thus only one an-
swer In a gentence, one has
to accept that “political free-
dom 1s a necessary condifion
for the [ong-term mainte.
nance of economic freedom”
given that, in Africa, po-
ittical freedom muost be re-
leased rather slowly and with
consummate skill
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value of premiums pald,
which means that these must
he increased regularly hy an
appropriate cash amount

“The second great chal-
lenge - not new, but shar- |,
pened by inflatton — 1s thatt |,
of meeting the needs of the |
cusiomer as they change dur-
ing tus or her hfetime i

“Generally spealking, |
young people need hfe cover
and older peo le need 1nvest-
ment cover The right policy
for todayv s market 1s one that
has the fieximlity to meet
these changing needs in a
way that traditional policres It
did not y

Anglo Amencan [ife 15
offering a new series of poli-
cles designed for the current
and expected environment n
terms of the real value of
money

“Our policyholders will
benefit especlally from our |
premaum update facility,,
which enabies them to main-
tain the real value of their
premumns, and see the value
of their pollcies grow In real
terms by the accumulating”
1nvr.‘-stmpnt vield

“The flexibility of the sa”|
ries enables the policyholder i
to emphasise life cover (n the ;
early years and savings at a -
Iater stage ' -

The series now ncludes-
products such as Wa

e

-

ol
ChuoW

ments, retirement annuities,’ "ii
reinforced plans and lana -
without life cover with the 1“‘

EmthEIS on mvestment :-Li

effort to diversify down-
stream and expand its chemi-
cal activities !
Mr Uys says that these fun-—
damental changes n the 'n-’
dustry are ‘new bhut to be,
expected as the local chemi-! .
cal indyfirv matures” "
Annual chemical sales by
Sasol now account for R330-
million, or about 20% of . -
turnover o
Andre Bedeker, executive
director of Sagol Marketing,
says that turnover on chermi-,
cals 18 piojected to rise to
about R600-million (in to-j *
dav’'s money} in five years =
Sasol’s first big new down-*
stream preject was an-
nounced last June, when the'
company said it was to'pro-,
duce and market a full gangei
of fertiliser products,
The chairman, David .de
Villiers, said in Mg 1981°
statermnent . :
“This new fertiliser pro-
ject demonstrates our deter-
mination In the interests of
our shareholders to take tis,
meons action to ensure a
better balance between ouf
upstream and dnwnstremﬂ
activities 1n petrﬂ :
¢ hemicals
Mr Bedeker told Busmesg
Tunes that Sasol s objective
15 "'to integrate to where the
product 1ssaleable to a diver

-
abe—dl
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Plate Glass” an-
nounced yesterday, that
Liberty had ‘acquired
12% of Placor, Plate
Glass’s 50% pyramid,

for an undisclosed sum.
It said consideration was -

betng gaven to sphitting PG’s
glass and 1ts extensive non-

, glass nterests They would
go mto two separate listed
companies,

Liberty has had a fairly

| close association with the
company for several years
and had 10% of Placor before
this, so its total holding is

now Just over 22%

. Plate Glass obtamed its
additional 2500000 Placor
shares from the Brodie fam-
tly, which for years has been
a major holder of Placor
shares but has not had an ex-
ecutive role m the compan

The Lubner famuly has the
largest single holdmg in Pla-
cor and therefore: Plate,

. Glass, It has and will contin-*

ue o have executive control -

even though Liberty will ap-.
pomnt two members to tha

Placor board PG has stated

that there will be no managa-

l ment changes

Main reason for ‘the deal
from the Lubner famly's™
{mmt of view 18 that 1t goes a

ng way towards securing
cantral Before the deal,
. theré was the chance the Bro-
"dla famuly’s holding, which
was fied up n.trusts, could
have fallen into hostile kands,

Now the shares are4n the
| hands of a big-and friendly -
mmstitution, PG's control situ- -
'ation 1s that much more se-
jcure and the Lubner fan'nly’a
rbaak balances are mtact
{,. Mr Roy MecAlpine,, Liber-

4
!

ty’s investment chlef said
the deal was In accordance
with Liberty’s ivestment
strategy of takmg algmfmant
holdings 1n companies in ba-
sic idustries L

Apart from its 22% ‘holding
1n PG, Liberty has more than
50% of Clydesdale and 10% of
Premuer Group

At the pre-sus ension price
of 440c, the Placor shares
that ahangad hands were
worth about R11-million but
a premium 15 beheved to
have been paxd for this large

helding
Markat sources apeaulatad

about a price of about R12-
million, auggaatmk roughly a

5, i ] *.a " ' 4
LIBERTY Life has become a majoa holder m Plate Glass au-:
the R858-million-a-year glass monopoly is considering spm,
ting itself into two separate listed companles.
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gotrations were tu; <
announced AN

The JSE changed iis+ -
on suspension. larg aly =
cause of a precedent by -
Glass, which once = = <~
its shares because NeWSER
per had speculated am;u;} -
earmngs before mEjr' a‘ai‘:
published.

This 18 the firat aca;
chinched by Liberiy’s asag'
ing dlractur Mr % &
Rap

P employs 12 300 lULnu"
and abruad and last yaar 4
clared a pre-tax profit®
R55 600 000 on sales of Rasy
mithon It publishes =™ -
it May .

[T 8

10% premum on the pre-deal
price.

Placor’s price moved up
from 400c before the board
“asked the JSE to auapand the
share

Sevéral aammantatars
were critical of PG and the
JSE for suspending the
shares merely becausa the
market appaarad 't0 , have
. wind of the deal | i

They said thLe . company
shaul have mada an an-
" nouncement and warned
aharahnldara {o exercise'cau-
'tion'in their daaling, in accor-
dance with the JSE’s new

procedure, |

After such a warning, any-
one with burned fingers
would have anly hunaalf to
blame " "I D

Critics of the auSpanamnt |
pamtad to the non-suspension
of Huletts™ ahdi‘Tungaat,f*dea
spite strong price rises in
these shares amca merger ne-

- — - -

hhrpl's o



e — —

- —mr T -

L]

JOHANNESBURG. — Tongaat
merge in April following {

yesterday.

. This will bring 1nto exis-
tence a sugar and industrial
group with total assets of more
than R1 000-million /

The new group, with share-
holders funds of more than
R550-million and sales ex-
ceeding R1 000-million-a-year,
will be named the Tongaat-
Hulett Group Ltd and will
rank among the top 10 indus-
trial companies 1n South
Africa

Combined pre-tax profit 1ast
year would have been more
than R100-million

Huletts will offer 117 of its
shares for 100 Tongaat shares,
putting a value of R550-million
on the deal

The exchange terms were

GLARIDGES

INTERNATIONAL Y TYYY

[ZIHOTEL

MAIN RD, GREEN POINT
CAPE TOWN

ACCOMMODATION
LOWEST TARIFF IN TOWN!

150 Luxunous rooms with
bath, phone, radto
Single {Bed & Breakfast} R22,50
Double (Bed & Breakfast) R20,50

Incl Tax per persan
Reservations Ph 441171
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By DAVID CART

based on the attributable
earnings of the two groups and
confirm observations that the
stock market was overvaluing
Huletts m terms of Tongaat
The market was valuing the
two companies largely accord-
1ng to their dividend yields

Refore the deal, the market
valued Huletts 12% higher
than Tongaat. This premium
shrunk to 7% yesterday The
deal values Tongaat 17%
above Huletts

Anglo American will hold
39.3% of the combined opera-
tion and the Metal Industries
Pension Fund about 15 o 0ld
Mutual and Sanlam will also
be sigmficant shareholders

Mr Chris Saunders, who will
be chairman of the merged
group, told me that all Ton-
gaat's sugar interests will go
into Huletts’ sugar division In
normal weather conditions,
Huletis Sugar will produce up
to 43% of Scuth Africa’s sugar

Mr Saunders sald there
wottld be massive synergies
and rationzlization benefits i
sugar, with far better useage
of mills and manpower

Another benefit would be
the mobilization of hiquidity 1n
Huletts 1n Tongaat’'s capital
intensive 1ndustries, which
had 1mmense growth poten-
t1al Mr Saunders said Huletts’
balance sheet was immensely
strong, following the sale of 1ts
paper interests to Mond:

Asked why Huletts was mak-
ing an offer to Tongaat and not

- — —_—
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Group and Huletts Corpora
he successful conclusion of negotiations

'

et Tinit zfif

ved

are 1o

vice versa, Mr Saunders, said
Tongaat holders would have
been less happy accepting Hu-
letts shares thian vice versa

He said, apart from the rela-
tive quality of assets and earn-
ings of the two groups, the
premium in favour of Tongaat
partly represented compensa-
tion to Tongaat helders, whose
shares, 1n a sense, would
Hdleﬂ

Tongaat MD, Mr Alan Han-
kinson, said the addition of
Huletts resources would fur-
ther accelerate growth and
promised that “a considerable
number of new projects will
emerge”

Huletts MD, Mr Kees van der
Pol, said the merger offered
Huletts holders the opportun-
1ty to participate 1n a substan-
tially diversified group He
said the exchange was based
on earnings and Huletts had
not had to pay a premium for
enhanced earnings

Huletts would be less vul-
nerabie to elimatic conditions
1n drought-hit Northern Natal

UAL has endorsed the terms
as fair and reasonable to
shareholders 1n both groups

The directors say earnings a
share will not be affected 1m- «
med:ately but the benefits of
the merger will become appar-
ent from 1983

They add that Tongaat hold-
ers will receive improved divi-
dends, as Huletts has lower
cover than Tongaat The Ton-
gaat share price has improved
39% since the merger was first
announced and that of Huletts
23% The merger reduces Hu-
letts’ net asset value by 10% to
098¢ and hifts Tongaat's 21% to

.1 086¢ .

— —

My

The boards of the two com-
panmes have anpnounced 11-
tended final dividends for the
year to end March Tongaat
will pay a final of 35¢, making
50¢ for the year, while Huletts
final will be 4fc, making a
total of 69¢

Tongaat's Mr Chris
Saunders will be chairman uf‘
the supergroup and Hulett§
Dr C van der Pol and Tongaat's
Mr D W Strachan will both be
yice-chairmen

Dr Geoffrey Cleseby, of Hu-
letts, will be group managing
director, when Mr Alan Han-
lkinson retires, and Mr Nor-
man Duncan, also a Huletts
man, deputy managing direc-
tor Tongaat's Mr Ted Garner
will be financial director

Dr Van der Pol will be chair-
man of Huletts Sugar and MrR
K Ridgway will be managing
director Other appeintments
will be announced soon

COMMENT. This was a deal
in which no-one stood to lose
Huleits, after the merger, 1S
less weather, less sugar and
less 7imbabwe-exposed

Tongaat, previously exposed
to volatile bricks and textiles,
emerges looking a good deal

less cyclical
Huletts was undergeared

efore and Tongaat, though
Eﬂt overgeared, had reached
the stage of pulling in its horns
on acquisifions Roth groups
will benefit by a pooling of
management
(learly, the merged group
should outgrow the two sepa-
 rate companies and the recent

bhoth counters are fully justi-

fied
While one accepls that be-

fore the deal a Huletls was not
worth a Tongaat, as things
have turned

hetter out of the deal

rises 1n the share prices of

out, the latter
seems to have done margmiﬂull:?r

¥




By Mervyn Harris
A new ndustmal
giant with assets of
more than R1000-
million will come
into being on Apri
1 as a resuit of an
% agregment reached
*, yesterday 1o merge

_the Tongaat and

" Huletts groups.

’i The R550 wmmllion
deal agreed on atter
only a few days discus-
s1ons 1nvolves an offer

~  of 117 Huletts ordinary

shares for every 100

Tongaat shares.

The exchange terms
are based on the attri-
butable earmings of the
two companles.

Mr Chris Saunders
will be chairman of the
new group which 18 {o

[y o -

ing relationship that
has existed between

the groups over  many
years.

Benefits .

The boards of ToD-
gaat and Huletls he-

Lieve that many sigmfl-
cant benefits will be

derived from the mel-
ger as the operations
of both companles com-
plement each other n
many ways.

Additional  benefits
will be achieved
through the better ufl-
lisation of the enhan-
cetl resources avallable

and greater career ©op-
portunities for all em-

ployers of the two com-
pames.’

All the sugar opera-

exlsting managng:

airector, Dr C van der
Pohl.

The other operations
of the compames wiul
£ail under the Tongaat
ymbreila and wil be

headed by Dr T &
Cleasby who will be-
co' e managing direc
tor.

Anglo

The deal means that
Anglo American will
hold a shade under 40
percent of 1 he new
group’s shares con-
pared with its exiStinig
9592 percent holding in
Tongaat and 428
percent sStake In
Huletts.

Tongaat shareholders
are likely to benefit in
future from increased
annual dividends as
Huletts has a 1ower
divideng cover than
Tongaat.

i The ntended final

i he known as the 4ons of the two grou
% Tﬂﬂgﬂﬂt'Hulﬁtt Group. wnil bhe slotted ﬁtn pﬁ
: The ?Dglﬂmﬂftl?ﬁe ﬁ_g ths company, Huletts Su-
¢ remainael o oar gar, headed by Huletts
b W it be announced
- — = = = -4 later.
% Terms
{

dividends of the 1wo

¢ompanies for the
... financial 'year ended,
ﬂ¥ngrcq .31, 1982, werg,
- afinounced -togethe r
‘with the merger. terms. ‘
ety LOng aat, intends
win, PAYINE 8 final of 35¢"a
| .ai;Share tp bring.the fotal
g ;payout for.the year.to .
« ¢ 50c; 'a , share..- Huletts
will ;pays a+final of -16¢
making a total of 69¢c a
aShare for the year., .
. The -proposals; did

- -
h

R

e e’ merger s expec-
s Egptt-fo-benefit both sets

f%?a)ﬂa ; not affect ~the W )"
. preference  shares .OF ?W
2 ' unsecured: ‘debentures
,, /77 iz of Tongaat ""7/%/
7S

shareholders 1IN

el
. / of
B ».  terms: cf earnngs. It
:  ypgflects the formahisa-
- t

txph of: the.:¢lose *WOILK-

—_ S

fa



| TONGAAT Group and
| Huletts Corporation
are {0 merge in April
Negotiations were con-
cluded .yesterday.

Hulets will offer 117 of 1ts

I shares for 100 Tongaat
shares, putting a value of

R550-muilion on the deal

This will bring mto exis-
tence a sugar and industrial
group with assets of more
| than R1 000-rmlhon

The new group, with share-
holders’ funds of more than
| RS50-million and sales ex-
ceeding R1 000-million-a-
year, will be named the Ton-
| gaat-Hulett Group Ltd and
will rank among the top 10
tndustrial companies 1 SA.,
Combined pre-tax profit last
year would have been more
{ than R100-mullon,

The exchange terms were
based on the attributable
earnings of the two groups

and confirm observations
h that the stock market was
overvaluing Huletts in terms
of Tongaat The market was
valuing the two companies
largely according to their
dividend yields

Before the deal, the mar-
ket valued Huletts 12% high-
er than Tongaat. This premi-
um shrank to 7% yesterday
The deal values Tongaat 17%
ahove Huletts

» Anglo American wili hold
39,3% of the comnbined oper-
ation and the Metal Indus-
tries Pension Fund about
15% Old Mutual and Sanlam
will be significant
shareholders

Mr Chris Saunders, who
will be chairman of the
merged group, told me that
all Tongaat’s sugar interests
would go mto Huletts sugar
division In normal weather
conditions, Huletts Sugar
would produce up to 43% of
SA’s sugar

Mr Saunders said there
would be synergies and ra-
tionahsation benefits i su-
gar, with far better use of
mills and manpower

Another benefit would be
the mobilisation of liqmdity
in Huletts in Tongaat’s cap-
ital-intensive 1ndustries,
which had immense growth
potential Huletts’ balance
sheet was immensely strong
because of the sale of its pa-
per interests to Mond

Asked why Huletts was
making an offer to Tongaat
and not vice versa, Mr
Saunders said Tongaat hold-
ers would have been less hap-

y to accept Huletts shares
than if 1t were the other way
. round
Apart from the relative
quality of assets and earnings
of the two groups, the prem-
um in favour of Tongaat par-
tially represented compensa-
¢ion to Tongaat holders
nWhosei shares, in a sense,
would “die”..

Tongaat’s managing direc-
| tor, Mr Alan Hankinson, smid
the addition of Huletts re-
sources would further accel-
erate growth and promised

R

117 Huletts
fO‘I' 100 tSa

Tongaa
is the deal |

el
Q‘E%'/ t2 *‘*'E%;ig

e

By DAVID CARTE o
e — Ihy
that “a considerable number Mr D W Strachan will be *ﬂ’gll
of new projects will emerge”.  vice-chairmen ol

Huletts managing director,
Dr Kees van der Pol, said the
merger offered Huletts hold-
ers the opportumty to par-
ticipate 1n a substantially di-
versified group The
exchange was based on earn-
ings and Huletts had not had
to pay a premium for en-
hanced earnings Huletts
would be less vuinerable to
climatic conditions 1n
drought-hit Northern Natal

UAL has endorsed the
terms as fair and reasonable
to shareholders in both
groups

The directors say earmngs
a share will not be affecied
immediately, but the benefits
of the merger will become
apparent from 1983

They say Tongaat holders
will receive improved divi-
dends as Huletts has lower
cover than Tongaat The Ton-
gaai share price has m-
proved 32% since the merger
was announced and that of
Huletts 23% The merger re-
duces Huletts’ net asset value
by 10% to 928c and lfts Ton-
gaat’s 21% to 1 086c

The boards of the two com-
panies have announced In-
tended final dividends for the
year to end March Tongaat
will pay a final of 35¢, mak-
ing 50c for the year, and Hu-
letts final will be 46c, making
a total of 69c

Tongaat’s Mr Chris
Saunders will be chairman of
the supergroup and Hulefts
Dr Van der Pol and Tongaat’s

Dr Geoffrey Cleseby, of R
Huletts, will be group man- +{;
aging director when Mr Alan 5.
Hankinson retires and Mr =
Norman Duncan, also a Hu- 4
letts man, deputy managing
director Tongaat’s Mr Ted
Garner will be financial J}

director v

Dr Van der Pol will be %3
chairman of Huletts Sugar ¥s
and Mr RK Ridgway will be %

managing director Other ap- w,
pointments will be an- &,
nounced soon *

Y

COMMENT: This was a &,
deal in which nobody stood to '*¢
lose. Huletts after the merg- . ¥
er 15 less exposed to the .2
weather, sugar and aig
Zimhabwe. K

Tongaat, previously ex- ..
posed to volatile bricks and ﬁ;ﬂ
textiles, emerges looking a %
good deal less cyelical Hu- ¥
letts was undergeared before '
and Tongaat, though not
overgeared, had reached the o
stage of pulling in 1ts horns &
on acquisitions. Both groups ﬁ
will benefit by a pooling of ,;
management. : ;

The merged group should %
outgrow the two separate 7!
companies and the recent ﬁ
rises in the share prices of
both counters are fully %
justified. ﬁ

While one accepts that be- &
fore the deal a Huletts was .
not worth a Tongaat, as !
things have turned out, Ton- %
gaat seems to have done &
marginally best out of the .

—_——-—

deal
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/ NG RS Now the three the JME when listed) Ihere’ll be two  vice-
BYF'M!KE PEE:IE:SON ﬂﬁ%‘”&ﬁ g pillars of Tongaat will have assets in eX chairmen — Dr Kees
inance itor e T H;ME policy (food, shelter «ess of Rl-milion and  vander Pohl and Walter
) e i and clothes) will be  wil rank among the Stllaf,hen Dr van der
IN his usunl charm- " % consolidated with sister  (ountrv's top 10 com Poil will also be chair-
ll'lg', COGI, Cﬂlm Hl’ld - ﬂ"r"’f (’?J Eﬂl'ﬂpﬂn}’ Il“h 115 raflies _ man ﬂf1 thE I‘Eﬂamﬁd o
collected mannel N T (who will be taking the The deal, worth R550 Hucéettedﬁugar .
gentleman of the " c e Doxer ' thewr Tongaat brothers) 2t apparent edge on een chairman
ndustrv . N T to distiibute Interests  paper with 117 Huletts  groups wn the past, will
%ul%'?‘ri; Saundprq, ’5 o e > at all levels to the best  ordinary shares being retan  the combined
. ' ’ Y. ex % adiantage of all Issue to 110 Tongaatls prsifion l
made the histone \ ads v Y But that's past the way He feels that with the
announcement of g g g ertain  areas, litke  the artithmetic had to  stiong halance sheeet of
the mergor of sugar xq%ﬁé;;?%f; 4y, g Natal  [Cstates, whieh be  done explained Huletts,  matched  with
grants Tongaat nand S TR conld have becn terced  Hankinson __guw _dynamic  manage-!
Huletts at a late hocasasnecas SRPOIILII . % N to close up shop will Final  dividends fﬂréﬁnt at Tongaat, the
afifernoon Press Saund now get & new lease of  the financial vea: ended” growth potential and .
for . DL aunaers . . . a life and, despiie the  March 31 were fixed opportunitres will be |
conierence m ur- Natal venture soft tatking that those tnp Tongaat ntends  considerable |

ban city centre this
weoek

I'lanked bv two In-
*anensahle  heutenants

spired venture And 80
it was

Anglo American?

respon<ible for the deal
will have to do with
cortain emplovees (par-
ticularix  the Tongaat

paying 35 cents a share
making 50 cents for the
vear while Huletts final
will he 48 cents (63

1t Was an an-

¢

couraging sign that on Jltﬂ,
the second day of trad-. ;

ing on the JSE after the

i retiring Tongaat  Yes, thev had to be sugar men) if looks as  cents) merger announcement, -
-=azing  director consulted after the though the new con Of the new manage Tongaat shares staod at
Alan Hankimson and merger talks had reach- glomerate will settle  ment team Dr Geoffrey  1030c -~ up from 91033’
~w group financial ed a conclusion, but down to even greater (Cleasby will be group the previous dav Th_ﬂtf
T1rector-to he Ted they weile happy to diversified suceess managing director, Nor- the level we are hikels y
Garner, Saunders was  accept their 39.4 per- man Duncan deputy  to find the new Tonhul
at pains to stress that  cent holding 1n the new The new group (t6 s nd Ted Garner when it hts the bnardqt
thls was a Natalan agroup he known as Tonhu! opn financial  Adsrevtor on April 1 '
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LIQUC

Hold your

AS D-Day draws near for the com-
w_ng of the current investigation
y the Competition Board into the
liquor industry, it is becoming re-
grettably clear that, in terms of its
application, there is widespread
heat and confusion about how fto
interpret the massive restructur-
ing of the industry in November
1979,

The momehtous deci-
sion of the Cabinet to
sanction the new
structure, piloted by
Senbank’s Dr Fred
du Plessis, came
after a climax of n-
tensely competitive

. marketing strategies
and price-cufting

tail outlets.
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the Competition Board
n the

‘monopolies’

tactics, particularly
in the beer industry
and among hquor re-

Lack of earnings growth
in the wine mdustry
was another contribu-
tory factor and re-

mamns a problem with
ohtical and socio-eco-
omic overiones

The stabilisation of the cut-

throat retaul price wars of
the Seventies, as well as
the recent economic pros-
perity, has affected the
1981 results positively,

Sl -ul

Betrams  Picardl S A Southern  Uniwyh Cape Wine
Hatels Breweries Sun
L

Current Raiio 4,2 1 0511 1.47 1 0.7 1 0 88 1 2,04 1
Lrguid Ratio . k.31 014 1 0.76 1 0,67 1 0,28 1 0,74
rixed Assets Turnover (Sales + net fixed R A N A 1,1 0,79 N A N A
assets) |
Inventory Turnover (Sales ¢ average N A N A 8,3 82,3 N A N A
inventory} )
Debt Ket :nmﬂ: (Total 1iabilites Total 16,01 1,96 1 1,04 1 0,89 3 2,91 9§ 1,07 1
shareholders faterest)
intergst bearing debt to Ordinary share- N A 1,07 1 0,81 1 0,59 1 2,13 1§ 0,30 1
holders 1nterest - .
yot Profit Margin (net profit afier tax N A N A 8,1 26,7 N A N A
as 3 % of turnover)
asturn on Tatal Assets {net profit hefare 10,3%{a) 15,4 16,2 19,7 10,7 22,13
tax & interest as % of total assets}
mmﬂzﬂs of Ordinary Shareholders' interest N A 23,6 23,7 24,6 14,7 23.9
,after tax)
m“iﬂﬂﬁﬂmw - cents per share u-mm_ﬂﬂ_w 28,33 54,1 43,5 33,8 P26 ﬁﬂu
(¢ash Flow ~ cents per ghare (Drdinary 2,97{p} 35,2 75,1 54,8 48,8 14,9 (c)
sharehoiders' earnings after tax + }
deprectation + deferred tax}
mwﬂ new investment in Fized Assets as RIL 20,9 6,5 1,3 12,1 2,4
a % of Tots] Assets
gividend = cents per share HIL 14,0 24,0 al,n 9,0 11,3 {c)
paycut ratio {past year] as ¥ of earnings NIL -1 51 69 27 R0
Paytut ratin (past year} as % of cash flew  RNIL 39 3 5% 18 3z

(¢} Adjusted to a 12 month pericd
*uw NIL if LIFD stock valuatioh used

{b} Using FIFO stack valuation « 7,68 &ps less with LIFD valuatien

minefield!

3y ANNAMARIE MOLTEND

Although 1t 1s perhaps unfar

3

to compare these figures
hecause of the different
year ends, the basie strue -
tures of these compadnies
reflected by the ratios are
unhkely to be jundamen-
tally influenced

A marked slowdown 1S ex-

ected in 1982, owing to
he change in the econom-
1c seene There 15, howev-
ier, 3 wide range of opinion

" among hiquor producers as’
- to the severity of ::mf

decline

In 1980 the consumption of

w

wine rose for the first time
since 1973, 1n contrast to a
147 drop in sales volume
over the preceding seven
years And 198} has seen a
further upswing in the vol-
ume of wine sold

The details of the restructur-

ing originglly appeared m
the Cape Wine prospectus
A total of l4-nullien no-
par-value shares at 115
cents was ssued n Cape
Wine described as an -
vestment holding com-
pany managed by
Rembrandt

The share capital, 33,76% of

SWT was renamed and desige—"

which was held each by
KWV, SAB and Bem-
brandt, has been reduced
to 30% each by the issue_

nated as the holding com-
any for the new group,
hich 1s n turn held by
Rembrandt-KWYV

?ﬂmmﬁﬂmﬁm

i )
DIVIDEND INDEX
0
X Annual rate of growth
. 1976 ) WEN 1978 1979 1380 1981 campounded
Be rtrams M m - - - - - -
[
Picardi Hotels ; 100 | - 108 108 115 138 215 16,5%
a :
S.A E.e._mlﬁxm 170 , g 100 116 126 114 284 23,2%
_ =
Southern Sun m 10 ] @Em 3y 123 184 289 52ff 39,4%
.7
Uniwyn Yoy 0} o0 , 159 169 215 271 22,6%
Cape Wine B Ha A, mw . wu,.,,m wf.A N.A. 100 m,w. N.A.
S #3 ~
TURNOVER INIDEX
]
Be rtrams 100 137 211 276 334 492 37,5%
Picardi Hotels 1 04 . 117 120 130 144 e 20,9%
S.A Brewerles , 100 (f'119 928 122 158, 213 16,33
Y £ _ ;
Southern Sun 101 5 108 - 122 221 316 508 38,4%
! A
Uniwyn 16 1 116 117 115 134 216 16, 6%
Cape Wine - { 0 % 105 114 120 NA N.A. N.A.
3 w ”
PROFIT INDEX ;
Be rtrams 7 % 160 23 133 163 85 N.A.
(Base year b
1877=100) 1 m |
Prcardi Hotels 110 m 94 86 88 108 185 13,1%
S.A. Brewerfes 100 ¢ x 113 125 144 189 305 25,0%
N ¥ i
Southern Sun |  §190° *s 105 123 185 288 530 39,6%
Untwyn ;10,102 s 121 164 202 15,1%
o i
Capp. Wine <« 1N 9g 39 5,8%
s ) ! _

where
turnover

o
fa 7

Cynies point out that,
there is a,monopoly, t
declines while prices'rise . .-

Cape Wing's main s

/s

ubsidiar- with Rembrandt through Wine gxports are expected
tes — Oude Meester, Stel; | 1ts 49% mterest i Gilbeys to dechne jn 1982 . >~

lenbosch Farmierst. Windyy;  (SA) which in turn owns ay &_ﬁ impact of the ﬂumﬂ& to-
group, Henry Tayler apg+ _ nterest in Bertrams. wards medium-priced and

Ries -~ contamn all the, DrA-d du Tou, chawrman pf higher-priced wines " has

wine and spint production:  Cape Wine, has sajd that M R
and ﬁﬂﬁuﬂmmmm interests m VWG—.— ﬁ_ﬁﬂm.—mﬂﬂﬂ n_ —Uﬁ.

long-term growth seems nonic tﬂnmﬁmﬂﬂ%.
formerly belopging t assured pravided that the
SAB and, mwﬂ_ﬁmﬁm mmm Aggressive marketing jn this

gxeise gn. spirits 18 nog area has borne fruif, par-

cluding-only3:49% inter- in¢reased

est Fw ; H_mz_umw (SA) m*ﬁ_m sale of spirits is tradh- ﬁmﬁﬁﬁﬁhm memmﬂw__mh.

ﬁin#ﬂ%mwm epn rétainell 3 tionally a means pf ensur- vatiop in packaging and

by Rémbrandt g =k Ew profitabthty needed to vcﬁ_ﬂ_ﬂ _:u_:%_:m the
The two Bitkard'companies, ©  subsidise the wmne ndus- “ta ﬂw_“m_ ackage B

Union’Wine and Picotel,  try, the smaller compan- Al

‘The necreasing acceptance
by the consumer of new
patterns of spending In
terms of wing purchases
through supermarkets, hy-
permarkets and hquor hy-

- - " -

1es would be severely af-
fected by increased tax,
and Berirams in particu-
lar is in no position to ab-
sorh the’effect of a set-
. back due to higher prices

with Bertrams, &ére rela-
tively small by comparj: <
son and have les.. reason

to be enthusiastic regard-
ing the recopstruc tion fi
Bertrams 1s ciosely .nvolyed

—yy— A g L A

perstores has tended to 1n-
crease consumer aware-
ness of wimne and has
gamed 1t valuable shelf
space i prime shopping
localities

The amendmenit of ths Li-
quor Act in the late . «ven-
ties, mumarnm hote] and
bottle-store hcensees to
lease space 11 supermar-
kets, has contributed {o
this trend

At the upper end of the mar-
ket the success of the Ne-
derburg auction shows
that the best South African
wines can command
prices which show appre-
ciation considerably in ex-
cess of infiatwon

Rarity of the wine and the
image of the winemaker
have been reponsible for
sales of up to R2({) a case

for certain vintage
Cabernets
It 1s hoped that the newly

established Cape Wine and
Spirits Exporters Assocl-
ation will give impetus 0
recegnttion of better SA
wines and spirits on inter-
national markets, which
at present absorb only
R10-million, a small pro-
portion of the SA lhguor
putput

An mmportant aspect of the
SAB/Rembrandt deal was
the Government's insis-

tence that both companies
thvest themselves ot thelr

hottle-store hicences,
about 30 1n pumber, over a
period of 12 years
‘This has been the major point
of 1ssue between the
smaller compames, Linlon
Wine 1n particular, and the
est of the hquor industiry
Both SAB and Rembrandi
have indicated that they
feel that the separation of
the producer/wholesaler
function from the retail
function 1s essential in es-
tablishing a free and inde-
mxw:n_m._# retal]l situatjon,
and that this was the un-
derstanding at the time of
the reconstruction
The praciice of leans and
preferential discounis 1o
controlled outlets s con-
demned by both SAB and
Cape Wine, while they are
emphatically insistent
that this separation be ap-
phed consistently
throughoiit the mdustry,
SAB continues to dominate
the hiquor industry afier a
Mmﬁ_n:..miw good year.
eer profits have risen
from mwi.q-ﬁ_zsﬁ mm 1977
to B43,9-mllien 1 the fi-
nancial year to March 31
198], while during the six
months to September 3
1981 beer profits doubled
Cypics point out that where

Speculation on
Pickard plans

THE formation of Cokicor hy the Kirsh group and its
acqmsition of 20% of Umon Wine shares in competi-
tion with Cape Wine gave rise to one of the most
gsevere hear squeezes on the JSE in recent times

There has heen much speculation as to the Pickard
graup’s plans for its liquor-retailing operation.

A R16-million rights issue has prepared the way for
Picardi to develop the liquor and hotel interesis of
Picardi Hotels, according to Coki's annual report

Mervyn King, chairman of Cokicor, comments. “No
one knows what to expect from the report, but what-
ever the outcome the decisions reached will have to
be implemented in a fair and just way.

“In the circumstances, I feel that the monopolies at
the wholesale and production level of the hquor indus-

try should be Jooked at.”

Given the wide divergence of views of the parties
concerned, it is possible that this report will again be
a prelude to further discussions and that it will be
some time hefore all the problems are settled

thereis a Ea__nwnq. turn-
over declhines while prices
inevitably rise This has,
however, not been the
case stnce the establish-
ment of the heer monopo-
ly, and SAB’s policy can
better be described as
“enlightened monopolis-
hic practice”

SAB claims that sorghum
heer 1s 1ts true competitor
in this field and continues
to compete 1n marketing
and packaging

Qver the past four-and-a-half
years heer profits have r1-
sen at the rate of 9% per
annum compounded,
while during the four
mmm_.m to March 188] SA

reweries’ profits from
other beverages (Stellen-
bosch IFarmers' Winery
— now Cape Wme) de-
clined from Rl5-mullion
to Rl4¢-million

The poor performance of
Bertrams shows just how

ough the competition can
e in this sector

Taking into consideration the
extent of the competition,
Jan Pickard’'s Picotel and
Union Wine have achieved
excejlent results with
earnings growth of 13,1%
and 151% respectively
pver the mmmn five vears

ﬁ js true that both Picard:
Hotels and Umewyn have
excessively high financial
gearing with debt-to-equi-
tyratiosof 1,96 1and 2,911
respectively

However, the Pickard

Group's successes over the
past year show that high
financial gearing in one or
two group comparnies 1s
unhkely to detract from
the ntrinsic worth of
these companies

In general, the expectations

for 1982 are decreased
rofitability, particularly
rom spirits, a possible -
crease 1n taxes, and the
effects of the Competition
Board's report, which
must settle the vexXed
question of whether 1t 1is
w:mn for SAB and Rem-
randt to continue ta di-

_vest themselves of their

retail liquor store inter-
ests while Umon Wine has
been permitted to in-
crease the number of
outlets

It 1s thought hikely by many

that no further power con-
centration at retail level
will be permitted 1n the
indust

How and __.wz:m will be recon-

ciled with the permission
granted to Jan Pickard to
acguire a further 75 bottle
stores prior to the recon-
struction 15 the burning
gquestion to be addressed
by the report m_Em with
minor issues invoiving the
number of grocers’ wine
hicences granted to super-
markets the possihilitv of
beer being soild via this
channel and the question-
able situation of Gilbeys
and Rebel, which are
closely connecied to
Rembrandt

e f—
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erchant bank control sw

-~

| control of British-controlled Hill Samuel will

1o Y =l R M S T S
RIS Tl A DSk

: f ey

HILL Samuel Group (SA) and Board of

Executors & Fidelity Bank are to merge
to form a merchant banking giant with
assets of R250-million and funds under
administration of R450-million.

| As aresult of the merger, effective from April,

| shift to SA. >

l
{ ation will hold 30% of BFB.

Until now, Hill Samuel
Group SA (Hllsam) has been
71,5% owned by Hill Samuel
UK, 4,5% by its directors and
24% by the SA public

After the deal, Hillsam’s
stake in the merged oper-
ation will be 40,6%, and that
of Board of Executors and
Fidelity Bank (BFB) will be
46,5%. Southern Life Associ-

The merged company,
which *3s not yet been
named, wil retain Hillsam’s
Johzun rshurg Stock Ex-
change sting. The public’s
stake &1 the enlarged oper-
ationw bel129%

Hills: 1 says the merger
creates  broadly based fi-
nancial ervices group with
strong 1 .ternational and SA
connections The group will
have increased credit capac-
ity, improved market pene-
tration and a wide range of
personal financial services

In addition t{o Hillsam’s
wide spread of merchant
banking activities, the new
group will undertake mdus-
trial leasing, money-market
broking and investment man-
agement on a large scale

Mr Richard Crick, manag-

ing director of Hillsam, said

the merger sumited Hill Sam-
uel, London, which had
sought a South African part-
ner for some time The merg-
er would also be a strong mo-
tivation for SA executives

“It also accords with the
aspirations of SA’s banking
anthorities, who wish to see
control of foreign-owned
banks move to SA”

It enhanced the range of
services offered by both Hill

Mr Crick said Board of Ex-
ecutors and Hill Samuel dis-
cussed a merger some time

ago, but 1t was decided The
Board was too small “and it
would have been more a fa-
keover than a merger’”,

Board of Executors had sub-

sequently merged with Fidel-
ity Bank to become big
enough for the present'deal
The three main divisions of
the merged group will retain
their existing management
and separate identities, al-
though certain compatible

]

operations wiil be

rationalised.

The board of the hlgger
groupwill be reconstituted to
reflect the interests of {he

arttes to the merger Sir

obert Clark, chairman of
Hill Samuel UK, and Mr
Christopher Castleman,
group chief executive of Hill
Samuel UK, will be on the
board

The executive commitiee
of the merged group will con-
sist of Mr Neal Chapman,
who will be group chief ex-
ecufive; Mr Richard Crick,
managing director of the
bank, Mr David Morris, depu-
ty chairman of the bank,
Jurie Bester, deputy manag-
ing director of the bank, and

Mr Bill McAdam, managing |

director of Board uff
Executors

The mechanics of the
merger are that Hill Samuel
SA will acquire from BFB all
of Board of Executors & Fi-
delity Bank for the 1ssue of
3 960 000 new Hillsam shares

BFB will subscribe for a |

further 1006710 Hillsam at
320c for R3 220 000. A total of
15% of each existing share-
holder’s holding in Hillsam
will be redeemed at 320c a

-Samnuel and. Boarg of Execu-, ghare,

‘tors & Fidehty Bank In addi- The R3220000 subserip-
tion, there were great advan-  4,on hy BFB for new shares in
tages of size and location  mnjisam will be funded out of
While Hili Samuel was strong e subscription of 385 570

| in Johannesburg, 1ts partners pew shares in BFB by South-
were strong 1 Cape TowWn epp Iife, which will receve
and Durban

161 101 existing shares 1n
BFB at 960c a share, making
Southern Liie’s holding n
BFB 30%.
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.''  ByDAVIDCARTE . i

' SUBJECT to the approval of ‘the. Johannesburg

Stock Exchange, Mr Natie Kirsh’s Coki' Corpora-

. tion'will today announce that it is to acquire 49%
~of Greatermans, ... -~ - -

. ; U I I b - ’
= Ca!fi, the retail arm-of Mr: enjoy an input o retailing ex-
F Kirsh's aggressively expand- pertise from. Coki and  the
ing empire, hag acquired the. Kirsk group }
“major minority stake” from - Checkers 1s one of the big- |,
Federale Vol sheleggings  gest food retailers and should |
.afd Mr Dusty Miller. and Mr.'. enjoy considerable_synergy
- Isaac Kaye, previous control- * with Metro Cash, which 1 the |,
lers of the ailing retail giant. biggest food wholesaling
I am told by sources close | group m SA'
to Coki that Federale has Some Metro customers,
sold its 30% stake and, that small retailers to a man, will
. Mr' Miller and Mr Kaye:. see a conflict of interest, 1n
topped up Coki’s holding to - the Metro-Checkers connec-
just'less than 50%. 1 ., tion, ‘even though 1t is |,
An ;announcement . would indirect. .+ . l
have been made last night, 1 am told that.thought 1s
but JSE clearance stalled it', ; bemg' mven” to’ converting |
Mr Natie Kirsh and hs right-...some of the unprofitable but
hand man;, Mr Mervyn.King;'t rwell-positioned downtown'
-were tight lipped last night., '§'Greatermans department
After the transaction, Coki . 'stores into high-volume Dion
will be one of: the!major~~stores~
forces in the consumer sector Now that Game, Beare's
with sales of far more than' . Natal-based discount store,
R1 000-million, . . .. y-has moved into Dions tern:-
It will be SA’s biggest food . ‘tory'in the Transvaal with its
retailer and will be strong in Hrst: shop 1n ' Bastgate, it
furniture, white goodsand, ~could find itself challenged
other 'domestic products' ag by a Dions where Greenacres
well as ligour, . - today stands in Durban
C It will ave 53% of furni- *au%‘;* Greatermans ‘also ‘has a
ture giant Russells,' 30% of “/large department store m
booming discount store chain Eastgate This could also be-.
Dions, and 49% of Union  come a Dions next door to the
‘ Wine!' whnse‘_Pmntel 15 fo be- 'new Game,
' come SA’s” biggest hquor - Checkers has, 26 wine
. retailer, l . counter licences that will go
The transaction will be fi-  well with Coky's ambitions in
‘nanced smularly to the Met-  liquor. o *
ro Corporation deal — by an, . Finally, warehousing in
;issue of -Metro and”Kufiet' “some country districts 1s'be-.
shares to institations. ' .. heved to be a major cost to |
Sources say Coki will not Greatermans Much duphca-
be a docile non-conirtbutory tion will be saved by Metro
Eartner in Greatermans warehousing capacity in
reatermans, they say, will these areas,
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SA BREWERIES'is

Edgars, the R409
The bid, which will

v b ed

the’prime suspect in
-million a year' clothing
cost between R50-million

and R80-million, comes only a fortnight after

SAB snatched control

of Scotts Stores, another

clothing chain, for R25-million.

SAB directors refused to
confirm that their com any
was the buyer, but did not ]
deny it

“Absolutely no comment,” .

e ——
- |

|

-——

famly,

was the response to inquiries
yesterday

Mr Donald Gordon, the
deputy chairman of Edcon,
and Mr Adrian Bellamy, the
managing director of Ed-
gars, said they had had no
approach from SAB, but both
aﬁpeared convinced SAB was
the hidder.

S0 were institutions and
the Johannesburg Stock
Exchange,

First indication that a hid

| was coming was a yump from

800c to 1250c yester ay m
the share price of Edgars
Consolidated Investments
(Edcon), which holds Just
over 50% of Edgars,

Edcon’s price leapt 56% 1n
hours after rumours filtered
back to the market that SA
Breweries had bid 1 250¢ for
the shares of several instity-
tions holding Edcon shares,

Mr Donald Gordon, acting

| charrman of Edcon 1n the ab-
‘Sense overseas of Mr Sydney

Press, said he had been told
that SAB was after 3 “strate-

| gic holding” in Edeon He

could not say what was
meant by a strategic holding

Mr Gordon said he had not
had time to decide what ae-
tion to take, or whether to
launch a defence of Edcon
He was still trymg to get the
Edcon hoard together to con-
sider a response,

Mr Bellamy said he was 1n
the dark The controllers of
Edcen, the Press family,

were the ﬂeuple to comment
As far as he knew, no bid had
been made to the Press

|
]

Mr Press, whose famly
has. 32% of -the 12500 000
shares 1n 1ssue, could not be
reached-overseas,

Mr Bellamy: beheved it
pught be-a good thing’1f a.|
group as strong as SAB took a
significant stake in -Edcon
and.became an associate of

a bid for ‘controit
chain.

By DAVID
CARTE

AN institutional investor sajd
Iast night that SA Breweries
would msake a formal offer
today of two of its shares,
worth 980c at yesterday’s
closing price of 4%0c, pius
about 270c cash for Edcon.

highly tiattered by the price
being offered — "12.8 tumes
Edcon’s earnings ;

Edcon has 50% of Edgars,
To equal the Press famuly’s
holding of 32% 1n Edcon, the
bidder will have to pay R50-
million at 1 250¢ a share.

To obtainf 50% and an un-
challenged say 1n the affairs
of Edgars, it will need|
R78 300 600 |

SA Brewerles watchers, |
said a lid for Edgars was [
only logical and were scepfs- |
cal that 1t would be interest-i|
ed 1n only a strategic stake, |

They pointed out that
SAB’s palicy was to expand
and diversify n the consum-
er sector, |

Scotts on its own was tgo |
small to make up 2 separate |,

division i SAB and did not fit
too well 1n Amrel, which was, |
big n furniture and shoes, |
The Scotts acquisition was'a |
signal that SAB mtended go- |
Ing into clothing, and it never
did things 1n a small way |
With sales of R409-mi hon, |.
Pre-tax profit of R51 726 000 |-
and taxed profit of R29-ml-
lion, Edgars 1s the biggest |-

of!
f:r'*

+
L

—_—

clothing group in SA Last
: balance sheet 1t had assets of | 1
| R13i-mllion,

Edgars,

-

Mr Bellaximy said he was | .




By NORMAN CHANDLER

BIG busmess in South
Africa is locked in a
multi-million rand fight
for the luerative retail
trade. ’

Cokt Corporation, Edcon
(BEdgars} and South Afrcan
reweries (SAB) are the
three giants strugghing for a
share of the R10 000-million
market after thus week's hec-
tic trading on the Johannes-
burg Stock Exchange
@® It ended with SAB win-
mng 38 percent of Edcon —
after a tlurry of activity —
and still very much 1n the
push for control
® The Liberty Life Assocr-
ation took its holdings to 18
rcent to help the Press
amily interests thwart the
attack on Eidcon shares
SAB paid R66,5-million
for 1ts shares,
® Coki1 gained 49 percent
— at a cost of R17-million —
of Griffon Holdings, owners
of Greatermans
The shares in the deals
changed hands for more than
R100-mulhon, and in the Ed-
con-SAB-Liberty Life deal,
more than a million Edcon
shares changed hands,

Nice stake

Business sources said yes-
terday they expected “an
early attempt” by SAB to try
to gawn control of Edcon,

A weary Mr Dick Goss,
managing director of SAB,
told me yesterday

“We now have a nice stake
in Edcon and through it, Ed-
gars itself

“As far as our future hold-
1ngs or control 1s concerned,
it depends very largely on the
Edcon consortium (Press
family and Liberty Life
Association)

“if they want to talk about
parting with control, then we
will talk

“Yes, we would be very
prepared to talk about it

“SAB 1s mterested 1 the
retail field

“We are in the OK Bazaars,
but one area we are not mn is
clothing, and we would like to

& skl ]
MR DICK GOSS
“A nice stake”’

-+ +

MR DONALD GORDON
Trusts can't be touched

spread ourselves a httle.

“Edgars is the blue chip of
the clothing industry and we
would like to be part of it ”

Apart from Edgars Stores,
there are also the Jet cloth-
ing store and Sales House
chains, and Celrose, the man-
ufactunnﬁ arm of the gron
— as well as Southern Afri-
can and overseas inferests at
stake

Mr Goss said that whether

SAB would be offered a seat
on the Edcon board depended

“on the interests already sit-
ting on the board”

Mr Donald Gordon, actin
chairman of Edcon an
chairman of the Liberty Life
Association which after this
week has an 18 percent stake
m Edcon, said that the Press
family trusts — which own 32
percent of the group — “can-
no{ be touched at present”

He told the Sunday Times
“Maybe they (SAB) can take
up to about 42 percent, but

huge retail
cnol' bid

that’s as far as they can go at
this stage.”

It 18 beheved that the re-
maining eight percent 1s held
by mdividual shareholders

They are said to bhe “par-
tial” to the Press famuly

What the reaction of the
Press farmly has been to the
attempted takeover 1s still
not certain

Mr Sydney Press, 63, chair-
man of Edcon and head of the
family, is recovering in a
London hospital from major
surgery carried out on Tues-
day — the day Liberty Life
secured the company for
him

Mr Adrian Bellamy, man-
aging director of Edgars, told
the Sunday Times that Mr
Press had been kept in-
formed of the position up un-
til he underwent surgery.

No comment

He declined to comment on
spectlation that SAB may at-
tempt to take over control of
Edcon

Meanwhile, the takeover
trail became more compli-
cated this week when 1t was
revealed that Edgars, only
{two days before the SAB at-
tempt, was mvolved in trying
to wrest control of Greater-
mans - only to have the Coka
Corporation of Mr Natie
Kirsh snatch it from under its
nose,

In a share settlement, Coki
paid R17-mmllion for 49 per-
cent control of Griffon Hold-
ings through Fedchem, sell-
Ing its 30 percent stake to
Griffon’s Mr Isaac Kaye and
IvdrTh]:’.'11sl:3r Miller.

ey then sold 49 t
to Cok: and retamed %ir;e;;
cent for themselves,

The deal gives Coki 22,1
ercent 1n Greatermans
tores, of which Mr Kaye is

chairman.

Mr Kirsh added that talks
with Griffon Holdings (Grif-
hold) were dictated by the

1 fact that Greatermans had

produced poor results “and it
was, therefore, a good time to
talk to the controlling
interests

“We are not daunted by our
acquisition,” he said, /

“We believe that our ex-
perience in retal manage-
ment will do much to help the
Checkers chain, owned by

Grifhold
The chawrman of Gnifon

Holdings, Mr Isaac Kaye,

sald yesterday that in spite of

Mr Xirsh's company gamning
49 ent of R?;e shares,
“there is no change 1n control

of Griffon or of Greatermans
Stu;es". it
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Edgars goes to Liberty,
Fugit and Press ;fam%y/
UG Times E/@ Q2 .32

By DAVID CART

—

JONANNESBURG — After hectic dealing on amt o

vesierday, Liberty Life, Fugit and the I
control of Edgars by mereasing their jomn

controlling pyramid, to 50%

SA Breweries, which
launched a surprise raid
on SA's biggest clothing
chain on Mondav, ended
up with a 38 holding that
cost RE6 HO0 (00

SADR’s stake amounted to
lessthan control hutisstill
the largest single stake 1n
Edeon Nearly all SAL s
shares were hought off the
mat ket from stitutions

Aftel yesterday s frantic
buving, the Press family
had 32% and Liberty and
IFugit together 18% The
Press family had 32% bhe-
fore SAB's forav but Liber-
fv and Fugit increased
their stake fiom 6%

Altogether 1100 000 Ed-
cons, representing 9% of
the 1ssued shares, changed
hands on the market yes-
terday

Laberty staff spent most
of Monday night offering
institutional shareholdeis
1400¢ a shate compaled
to SAR's offer of T 250¢ and
tle pre-deal price of 80Oe

5ARB's offer of 1 250¢ 1n-
cluded an undertaking to
match counter hids and
{his 1s why SAB eventually
paid 1 400c a share Accep-
tors had the option of tak-
1ng cash ortwo SAB shates
worth 980c¢ plus cash to
make up the balance

Edcon opencd at 1 400c
vesterday morning and in
less than two howms Liber-
{y and Fugit had the addi-
tional 127% they needed to

e rate by
table’

\]

se rate, possibly by as
1drik Sloet, president
sard at a press lunch

cember 1981 to a total -
flow of 111 136m compalcd
with R1639m in the com-
patable penod of 1980 and
R1 109m 1n 1979, the rate of
imflow slowed down <haip-
ly from September

In Seplember last year,
the net inflow was R1a8m
This fell to R1i6m 1 Oclo-
het. to R96m 1n November
and to only R69m 1n De-
cember 1981

At present the societies
wele able to get monev
mainlv 1n the most expen-
sive categories — fived
deposits These 1ncreased

1 TEP A emn 3t Tnot R on

secire the Laberty-Press
consorfium’s contiel «atua-
tion

The share price came
haclkto 1 250¢ shoatly after
Libeity’s withdiawal from
the bhidding

SAB managing dnector,
Mr Dick Goss, said SAB1ni1-
{tally set out to buy only
2500 of Edeon but tocek
mo1e when 1t found selieis
so willing

Mr Ken Williams, a SAB
diector, was adamant that
SAR never 1ntended to
take conirol of Edeon

He said SAB launched
its lightning raid without
consuiting the Press
family fo pre-empt a move

on the R409 m clothing
chain by another unnamed
party L -

“Fvents overtodgk-us and
we had to act fast ’

He regretted that SAB’s
hid for a strategic stake
came at a fime when Mr
Sidney Press, ellective
controller ot Edcon and
therefore Idgars, was ex-
t1iemely 11l overseas

I ashed My Williams how,
with interest1ates on 187,
SAR justified paving
i 400c, ot 144 fimes carn-
inps, for a share waith a net
worth of 730c hased on 7d-
gars' current price of
1 925¢

ITe acknowledged the
price was steep according
to ordinary mvestment c1i-

LSE over
day’s lows

LONDON — Gold produe-
ers closed above the day s
lows tollowing a rallv 1n
the bullion price 1n the
atternoon dealers said
Turnover was small

CLOSING MIDDLE PRICES
Miniag

Afex Corp 28
Cot Syn GOp

Johnies 368 172
Kinrpss %10 1/4

Portind 18p Mloof 52738
FalLon 93 leshe 205¢
Gib Phnx 68p  Libann $14 58
Laonrho 84p loraine 240
MTD (M) 290  Lydenbrg 157p
Mchart g8 Marevale 210c
Ctbar 120p Maossinag  295p
Roan Can 70 Mid Wits 570p
Tanks 443p N Cnt Wt 320p
Wanhie 28p New Wits 34b¢
ZCl . 19 P Brand 32
Am Gid $68 P Steyn $27
AACrp 1178 Tongaat 1138p
Al inv 473 Rndftin $46 12
Ang VI A 822 Rust Plats 206D
Barlow  421p Sentrust 775
Bracken 210¢  SA Land 330
Blyvrs %900 Southw! $28 144
Buffels %30 StHina %28 1/4
ChrtrCn  25fp Stifnt  $1258
CnGld 468p G'did P 67p
Cn Mrch  280p VIRIs %62 34

ress
t stake 1n Edcon, the

family secured

Ly

terita but said the long-
term strategic value of the
shares justified the mmest-
moent

SABR's outlay was not a
lot for a group with assets
of mome than R1 000 m and
neither SAB's e HFpgs or
its asset value would be af
fected

Liberty's answer to the
same question was that it
did not have to buy a laige
number of shares to pro-
tect the control position
Protecting Lhat, 1t sard, was
worth every cent of 1 400¢,
ceven thoupgh the total cost
of Libe1ty's additional 12%
was R21m Liberty has
st1]l not decided whether
to keep the shares itselt or
put them all into Fugit

The Liherty spokesman
pointed out that kKdgars,
with onty 1800000 shares
i 1ssue, was one of the
tightest held shares i the
storesseclol and it wasyvir-
tually impossihie to obtamn
as substantial an effective
stake as Liberly now held
thiough Edcon

Market watchers won-
dered 1f Mr Williams' ref-
crence to another
mospective hidder was a
pointed reference to Li-
hertv, which only last week
took a significant stake 1n
Placor, the holding com-
pany of Plate Glass afler
veals of heing on friendly
terms with the controiling
family

Liberty, unlike most life
companies has control o
cubstantial sirategic
stakes 1n seveial other
companies

One analvst was highly
critical of SAB's move le
sald no one could justity
paving such a huge earn-
ings multipte, oftering an
enit dividend wield of 3%
for a company ihat could
mmpirove carnings and 1ts
dividend bv no moie than
30°¢ 1n the year ahcad
SAR's si7e was no excuse
for what he saw as piotli-
gacy

He said SAB had nienty
of scope to employ all the
caprtal it had n the bus
nesses 1t knew best — es-
pecially 1n booming
hewing

He questioned whether
1eturns or growth i cloth-
ing would match those 1n
hrewing and said clothing
would make SAB mote, not
less, vulnerable to the
hustness cycle
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was defensive

Interviewed after the bat-
otle for Edgars, Mr Goss
! stressed that SAB’s overmght

grab of 38% of kdcon was
“not a hostile attack”

It was to pre-empt another
bid from an unnamed source
and thus to protect SAB's po-
sition 1n the retail sector

Mr Donald Gordon, chair-
man of Liberty, was cool to
any suggestion of rapproche-
ment between the biggest
holders in Edcon and the
shifting of control of Edgars

By DAVID CARTE

right control of Edgars, was
too low

“We could not see the com-
pany fall by default on the

basis of the first offer We
saw to it that shareholders
got the best possible price”

In this respect Liberty,
acted as a “white knight”

“I have no doubt that with-
out Liberty’s intervention
SAB would have had control
by noon on Tuesday "

Mr Gordon said Liberty’s |
stake 1n Edcon after the bat-

STa

koM Y
WHETHER and when SAB, Liberty and the Press famuly

discuss SAB’s taking conirol of Edgars
consortium, says Mr Dick Goss, managing

depends on the Liberty-Press
director of SAB

}

¢

get together to

brokers who missed more
than R1-million 1n brokerage
because SAB went on 1ts en-
tire R66 500 000 share-buying
spree off the market
Several commentators
speculated that SAB, Liberty
and the Press family would

do a deal with control shift-
ing to SAB But a source close
to the Press family said this
was most unhkely as Mr
Press and his family were
“yery firm holders”

to 'SA-Brewerles

- » tle was 22% and the Press

g S, L
— e ——

Mr Gordon said Liberty famly’s' 28%, making the,

- decided:to defend Edcon be-"* eongortium’s  total holding
i1bause of Mr Sudney Press’ mn-""g5pg, ~ ' .0 7 4

—~ v digposition and-to.protect a’’ SAB and Edgars watchers

“R15-million mvestment 1t . gaid that‘even though 1t had

had i Edgars-in addition to #hot ‘won control of Edgars,

' 1ts 10% stake n HEdcon - ] SAB had"emérged as some-

“We.did. not want to ‘be . thing of a victor
 locked s.1n yforever with ai@t  Its38% stake wab the larg-
| mayor stake i Edgars, with’ sest single holding in Edcon

SAB 1n control of the top' * and left 1t well poised to take

1

yeompany ", L . ~
T« 'According to

kY

| imtially by 'SAB, which put

E Mr Gordon,
' the 1250c offered for Edcon “* While most parties can

a'’ claim victories In the battle,.
sprice of R78:million on ouf-" fh

advantage of any' breach of

‘the.present consortium "« |,

only clear” losers were
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irslk 1pe :
dgars to grab
Greatermans /.

By DAVID CARTE

IN, their fifth smash-and-grab raid in a year, Mr Natie Kirsh and his right-
hand man, Mr Mervyn King, this week snatched control of Greatermans out

S

of the hands of Edgars

This, and not an impending
hid for Edgars from Liberty,
1s believed to have triggered
SAB’s R66 500 000 move on
Edgars

As the smoke cleared after
the ‘greaf battles for Edgars
and Greatermans, reports of
amazing behind-the-scenes
wheeling and dealing started
to emerge

Sources close to and n be-
tween the Kirsh camp, Grea-
termans and SAB told me
that this week’s dramas in
Edgars and Greatermans
started when Fedchem told
Mr Isaac Kaye and Mr Dusty
Muller 1t wanted to sell out of
ailing Greatermans Fed-
chem had 30% of Grifhold,
which m turn had 44,3% of
Greatermans Mr Miller and
Mr Kaye had 70% of
Grifhold |

The trio started looking for
a major holder that could
lend some badly needed man-
agement expertise to Grea-
termans — and Edgars was
approached

Edgars, market and mer-
chant banking sources told
me, was interested m taking
all of Grifhold and thus 44 3%
and effective control of Grea-

termans — 1f 1t could do so
without making an expensive
offer to Greatermans
minoriies

When Mr Kirsh and Mr
King heard of the plan, they
bought shares in Greater-
mans and, as mnorities,
threatened Edgars with an
Interdict if it tried to take
contro! without an offer to
minorities

The JSE ruled that if Eg-
gars did take all of Grifhold,
effective control weuld

change and an otter would
have to be made to Greater-
mans minorities

Edgars lmmediately
withdrew

This 15 the story as told by
various market sources, but
Edgars managing director,
Mr Adrian Bellamy, says Ed-
gars pulled out mainly be-
cause the vendors were ask-
Ing a high price for Grifhold

Sources close to the deal-
Ing said that with Edgars out
of the way, Mr Kirsh and Mr
King started talking to Fed-
chem, Mr Kaye and Mr Mill-
er and later walked off with
49% of Grifhold and an at-
tributable holding of 22% of
Greatermans voting shares

They are believed also to
have first option on the out-
standing 51% of Grifhold still
held by Mr Kaye and Mr
Miller

Brokers and merchant
bankers told me 1t was these
machinations that led SAB to
make 1ts pre-emptive bid for
a strategic holding 1n Edgars
SAB apparently figured that
if Mr Kirsh and Mr King lost
Grifhold to Edgars, they
might move on Edgars 1tself,
as the Edgars control situa-
{ton was vulnerable

SAB 18 believed to have
thought that 1f Mr Kirsh was
big and audacious enough to
move on Tiger and on Grea-
termans and he had twice
pushed Edgars around, 1t was
possibie he would move on
Edgars next 1if thwarted

It 15 possible that SAR
might also have had 1n mind
that other bidders, including
Liberty, would enter the fray
if it did not

Mr Donald Gordon, chair-

—_ ——

man of Liberty, adamantly
demed that Liberty would
have moved on Edgars

This 15 the second time Eg-
gars has been pipped by Mr
Kirsh 1n the past year Last

year the Kirsh eamp grabbed
Russells in"the market place
while Edgars and Russells
were negotiating

Observers on Edgars side
of the battle say 1t was a
Pyrrhie victory, as Mr Kirsh
had to pay a premium of
more than 100% for a mmor-
ity stake in Greatermans He
paid effectively R25 against
the market price of R12

But the Kirsh side said this
was worth it as Greater-
mans, because of its poor re-
suits, was undervalued on the
market

“If someone could make a .

margin of 25% on Greater-
mans sales of R1 000-milhon,
they would make a kiiling,”
sald an analyst, who pomted
out that immense synergies
were possible between Grea-
termans and the Kirsh group

What made particular
sense, the analyst said, was
the 1f Mr Kirsh sat on his
mnor:ty stake for a year or
two, he could later take the
rest of Grifhold from Mr
Kaye and Mr Miller, his
“partners”, arguing that
there had been no change 1n
control but only change with-
in a control situation This
would obviate the need for an
offer to Greatermans
minorities

I asked analysts whether
Mr Kirsh was not creating
too much of a paper empire
m financing so many of s
acqusitions with paper

- - - —l'_l
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COKI/GREATERMANS

Control bid next?

If Kirsh Industries’ chairman Natie Kirsh’s
track record 1s anything to go by, this
week’s acquisition of an effective 22,1%
stake 1n Greatermans by Cokicor 15 likely
to be the forerunner of a hid for control
Cokl continued 1ts aggressive acquisitive
campaign when 1t bought 49% of Griffon
Holdings, the unlisted company which con-
trols Greatermans through 1ts 44,3% hold-
ing 1n the 3,06m voting shares of the
troubled retail group Griffon was pre-
viously 70%-owned by Greatermans’ chair-
man Isaac Kaye and co-director Dusty
Milier The remaiming 30% was held by
Fedchem which, shortly before the deal,
had sold out to Kaye and Miller In addi-
'tion to the voting shares, Greatermans has
'2,6m non-voting ordinaries 1n 1ssue

The near R17m dea}, based on a price of
2 500c a Greatermans share -— almost twice
Monday’s market price of 1275¢ — will be
financed by share issues from both Metro
and Kimet The mechamecs of the deal n-
volved the sale of Fedchem’s original Grif-
fon holding, with Kaye and Miller
supplying the balance of 19% Kaye and
Miller then receive the shares m Metro and
Kimet, which 1n turn are to be privately
placed with institutions

Metro 15 1ssuing 520 000 new shares
at an agreed price of 3 350c a share Half of
~ these are to be swapped for 2,3¢m Kimet
shares Metro will then trade the Griffon
interest with Coki for an issue of 8,6m Coki1
shares at 200c apiece /

Seen 1n terms of the structure of the
Kirsh group, the arrangements make sense
since Coki 1s the retaill arm of the Metro
group with mnferests which include the re-
cently-acquired 49% stake in Umon Wine,
30% of discount store chain Dion and 54%
1n. furmture retailer Russell

Although Kirsh agrees that the price pawd
for the strategic minority stake in
Greatermans was extraordmnarily high, he
sees the group’s retailing operations as “un-
der-utilised” — a eniticism which has fre-
quently been levelled at Greatermans’
current management

Miller and Kaye will retain their control
of Greatermans for the moment through
the 51% holding 1n Griffon, but Kirsh 1s un-
likely to be a passive partner in that set-up
for long If, as seems likely, Coki takes con-
trol of the group, it could become a major
force 1n the retailing sector, with a domi-
nant posttion 1n food retailing and in-
creased strength In liquor and white goods
Checkers continues to enjoy a good reputa-
tion, particularly among black consumers,
and a tie-up with Metro Cash would un-
doubtedly prove beneficial to both
operations

Financial Mail February 5 1982
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Another possibility 1s that the currently
unprofitable Greatermans depariment
stores would lend themselves well 1o con-
version mto high volume Dion-style dis-
count operations Kirsh may be feeling his
way 1mtially, but even the acquisition of a
minority stake is likely to result in a re-
vamping of Greatermans’ operations on a
significant scale

And, after turning in sharply lower fifo-
based interum earnings in the 26 weeks to
December 26 1981, Greatermans appears to
be 1n need of a fresh injection of retailing
expertise On a lifo accounting basts, the
group made a significant loss 1n financial
1981 and prospects for the second half of
the current financial year appear to be
even bleaker

One curious aspect of this week’s acquisi-
tion 1s that no warning notice to sharehold-
ers was published prior to Wednesday’s
announcement that the deal had been con-
cluded True, control of Greatermans has
not changed, but this week’s developments
are significant nonetheless and would cer-
tamly have justified the publication of a
cautionary notice That is reinforced by the
recent sharp fluctuations in the share price
and the fact tyat the JSE 1s currently inves-
tigating allegations of insider trading, prior
to the announcement of Greatermans’ n-
terim resuits

The advent of Kirsh could well provide
that element of management flair
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Coki’'s Kirsh ... providing
needed retail flair

FH 22

Greatermans needs If the retail group’s as-
sets can now be used as effectively as those
of Metro — or for that matter chief rival
Pick n Pay — the current lifo loss-making
position would be turned into a strong prof-
it performance Shareholders ho beheve
the new broom will start sweeping soon are
probably best advised to stay with therr
investment Chris W1lsqﬂ
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. a bird in the
hand

parent rqiders that Press may he willing to
sell once Qe reiurns

In the meantime, says dﬂss, he 18 happy
to sit with dhe holding, ag 1t improves the
retailing porifolio, has gopd prospects, and
does not dimijish either pav or earnings a
share at SAB's\bottom life

Anyway, 1n the event| the SAB r1aid on
Fdeon was thwarted by guick work on the
part of acting dpairma Donald Gordon,
who galvanised asgurancg compdny Liberty
Life, of which he\is chairman to buy a

blocking stake 1 Kgcon
Prior to the SAB offer{ Liberty and IFugit

together held betwger 9% and 10% of =~

Fdcon, while the Prejs|[family apparently
held around 287% Libenty and Fugit moved
quickly after a board eeting on Tuesday
morning and picked up § further 12% stake
in Edeon to maintain cpytrol

On near-terin yield griteria, the 1460¢ a
share Liberty paid for ipe ndditional 1277 of
Fdcon 1s hardly attracthve \The shares have
heen acquired on an historig pe of 144 and

an istotic dividend yi¢ld of\32%
And the past half year s pgriormances of

Edgars and Edcon —
announced next week
likely to justify the pr

which \are due to be
— ate\alone hardly
ce paid

Nevertheless, Gordon justifies the pur-

chase by pointing ouf

that his group & one

of the largest single shareholder§ in F.dgars
itself. with a holding worth sgme R15m,
and did not wish to get locked intg the oper-
ating company with SAB at the helm of the
pyranmid In additiot], he believes, {he price
being offered for the controlling dgompany
was too Jow bearmjg mn mind the control

structure
Gordon says the[future of the ¢ larged

990, stake will degpend on Press’s fction
once he returns to SA However it 15 elear
that a firm grip will obviously be kept on
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well and

assed by
. now, SAR will approach Fdeon/

Edgars o more dipfct way  than
simply buyl arket From the
start, econ obvious that

Kdeon/Edgars in
most 337 of the e — was virtually 1m-
pregnable and {hat an attempt to gam
control would be unlikely To succeed with-
out their concurrence Now the ground has
been laid for horse trading between the op-

posing sides
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HILL SAMUEL/BFB @

Attracting boarders

“The deal 1s about the mohilisation of mon-
ey,” says Hill Samuel (HSSA) managing di-
rector, Richard Crick, of the merger be-
tween his merchant bank and The Board of
Executors & Ifidehty Bank (BIFB), the un-
quoted Cape based trust company which
was announced this week

The deal values HSSA at around R21,5m
and BFB at R13m and w1ll create an as-vet-
unnamed quoted holding companv with
merchant banking and lease financing oper-
ations and trust services, admmistering
funds 1n excess of R750m

Crick says that though HSSA's captal
base had not yet become a constraint on
profit growth — especially following last
year’s ordinary rights issue and pref shate
placing — 1t could have bhecome S0 within
the next two to three years Now, however,
hecause of the flexibility of funding which
the trust company's asset backing wilt al-
low, there will be no need to approach
shareholders for some considerable ime

BFRB meanwhile, unt1l now had been un-
able to expand its leasing operations —
acquured through Fidelity Bank in February
last year — because of its lack of a large
deposit-taking hase The merger of the two
companies should, therefore, he comple-
mentary to both, and will also give HS5SA the
break into leasing 1t had been seehing, to-
gether with some regional ady antages

HSSA will acquire BFB s operating com-
panes for the 1ssue of 3.96m new shares n
HSSA — equivalent to 37.1% of the new
company As a result, HSSA parent Hill
Samuel UK (HSUK), which currently owns
71.5% of the local company, will have its
stake reduced to 40,6 of the new operation

BFB will also take a further 1lm new
shares 1n HSSA, financed by the sale of
235 000 shares in BFB to Southern Life Asso-
ciation At the same time, HSSA will redeem
15 of 1ts present 1ssued ordinary shares at
290c a share — the same price as last year's
rights 1ssue — ostensibly to avoid ending up
with excess cash m the new operating
company

In fact, the shares that are redeemed go
to BFB to help raise its stake in the enlarged
company to 46,5% The 15% redemption1s, [
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helieve, unfair to those minorities who do
not want their mterest reduced If 1t 1s
necessary for BFB to acquire the extra im
shares why could not HSUK guarantee that,
1f munority shareholders do not want part of
their holdings redeemed 1t would make
good any shortfall?

HSUK will receive some R2,5m as a re-
sult of the redemplion Ciick says that the
loss of control by the UK company 1s not a
disinvestment move though it was helped
along by Pretoria s guidelines on local con-
trol of banks These guidelines also helped
dictate the way m which the deal was even-
tually structured More sigmficantly, per-
haps, the JSE agreed with HAH5A that,
though HSUK 15 losing 1ts majority stake, no
other single party will have control of the
new company Consequently, no offer will
have to be made to nunorities

Neither, says Crick, was the deal motivat-
ed by the comparatively poor performance
of HSSA and BFB over the past year
Though HSSA's interim results for the half
year to end-September showed 4n carnings
decline, this will be reversed n the second
half, Crick says, and the company will pay a
total dividend of 29¢ (26,2~ t o d-March

Though there are obvious henefits fiom .

enlarging HISSA’s operating base, the meth-
od leaves something to be desired Last
year shareholders were courted to take up
additional shares at 320c Now they are
being told that thear full suppoit1s no longer
wanted

The arrangements appear to be largely
for the convenlence ot HSUK and REB Only
last February, the Roard me:ged with Fi-
delity Bank to form BFB and »a1d that none
of its shat eholders would hold an interest of
more than 1% That has been quickly for got-
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—== The birth of the
- ) Tongaat-Huletts
- .- | group could have far
wider 1mplications
than the ration-
alisation of the sugar
industry Potentially,
it should be capable
of considerable po-
Iifical influence, especially in Natal's re-
gional affairs, as well as having substantial
business muscle

Charrman Chris Saunders s unlikely to
be slow 1n using this leverage in both
spheres for what he beheves to be Natal's
— and ultimately SA’s — hest advantage

With assets of R1 billion, Tongaat-Huletts
1S one of the country's mdusirial giants —
and another that has a close association
with the Anglo American Corporation It 15
about Lhe s17e of SA Breweries or
Rembrandt

It domunates the sugdar industry but alko
has substantial interests in building matetr1-
als, textiles and food Yet 1t 1s centred
predominently 1n Natal, a richly-endowed
province that has historically placed a high
prenuum on its own mndividuality

Saunders has long held the view that
Natal has a special role to play in the de-
velopment of SA [ts sigmficance lies partly
in 1ts demographic composition Natal 1s
one of the most densely populated regions
of the country — contamning roughly 20¢« of
the country’s mhabitants Of those more
than 78% are etther black, Asian or
coloured

Geographically, moreover, the province
has a favourable climate, an equitahle dis-
tribution of rainfall and an abundance of
cheap sources of power In addition, it has a
well-developed transportation network,
iwo deep water harbours and a long tradi-
tion of orderly local government A further

advantage 1s that 1t 18 surrounded hy parts
of SA — or independent states — which of-

fer a substantial market “All that 1s need-
ed,” says Saunders, “i1s for the ingredients
to be igmted so that 1t can take oft’

But an economic surge ahead is partly
dependent on developments on the political
front, where progress is slow and dithicult
As Saunders points oul, Natai ha< a history
of rejecting polifical solutions a-la Pretor-
1a But there 15 a chance that the power-
sharing philosophies ot the Buthblez:
Commaission must {ind more mutual
acceptance

Saunders believes the next few decades
wtll be crucial for Natal “They will deter-
mine whether we will be mixed capitalist
and free, or mixed, Marxist and dominat-
ed " Rather than wait for some other torch
bearer, Saunders believes that industrial-
1sts should take the inmitiative and forge
ahead with a new economic federalism of

522
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their own, which would tuin the region into
an economic powerhouse or the "Ruhr” of
the African subeontinent Pohitical progress
would not then lag far behind

Mobilising the Rl mllion assets of the
Tongaat-Huletts group will be Saunders’
first step i achreving this economic feder-
atton He believes that if the countrv’s eco-
nomic¢ order 1S not to he swept aside by the
advance of Marxism, then the countiry —
and Natal 1n particular — will have to
grow at a far greater 1ate than the current
2''c According to Saunders, the combined
resources of the two groups should allow
Tongaat-Huletts to grow at a rate of be-
tween 8% and 10 a year

But 1in order to encourage a higher
growth rate, says Saunders, there must be a
move away from labour intensive, low
shills production to high technology, high
skitls production This will mean that 1n-
dustiiahsts will have to take more positive
acton 1n rarang the educational ~tandards
and improving the skills of their
cimplovees

“We have got to move on a completely
new cconomic path,” says Saunders “Pro-
ductivity 1s the key to progress Ultimately
we will have to go the path of Japan
Saunders’ vision of the future 1s one n
which wotkers offer lovalty and commit-
ment to the company virtually on a hfe-

- - mw r -
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tong contract In return, they are rewarded
by a commitment from the company and a
tangible dentonstration that the company s
prepated to invest in theu welfare

"You have to get the worker to 1dentify
with the company If the company does
well then 1t should follow that he will do
well 7 Like mo%t supply-side economists,
saunders believes that industrialists should
he given the opportunily to create weallh
And having created i, he sees that they
have a commitment to redirecting a por-
tion of 1t back to the people who helped cre-
ate 1t, especially 1f 1t 1s to be preserved or
further extended

The sugar sector 15 likely to be the first
to feel the impact of Saunders’ “new deal ™
Not only 1s agriculture the quickest and
easiest way to provide employment for'
people, the merged <sugar interests of the
two constituents will be the biggest operat-
g arm of the group The plan i1s to extend
the group’s cane growing aclivity into parts
of Kwarulit to enable more bjlazk farmers fo
participate i the cultivation of a luerative
cash crop

In some respects the decision makes
good economic sense Kwazuhu 1s one of the
most eConomiIC cane-growing areas 1n rela-
tion to transport to the mills A small start
has already been made in this direction
But one problem 1s that the industry’s pro-
duction 1s bound 1nto a quota system until
there 1S a rise i world sugar prices

There are likely to he major
rationalisations 1 jomt sugar interests as g
result of the merger For example, the 1e-
himng operation, formeris under Huleits’

L
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control, will now be more accessible, fleet

{ransport will he rationalised and there
will be greater utihisation of mulling capac-
1ly Says Saunders “The industry bhas a con-
siderable opportunity to improve 1ts
productivity I believe that over a period of
time we could contain om costs and com-
bat inflation, which 1s one of the industry’s
major problems”

In addition, the sugar sector 18 poised for
growth for the first time 1n five years Ac-
cording to Saunders, Tongaat had recently
diversified out of sugar and Huletts, with
367 of the countivs output, was using
nearly ail its resources to namntain market
share The combined production of the new
group will now be around 43°« of the total
— the country’'s largest The structure of
the new group will give Saunders ample op-
portunity to extend his new economaic strat-
egles to other sectors

The remainder of the group’s activifies
are largely centred around the provision of
food, clothing and <helter — all of which
are highly labour intensive Growth n
these sectors should be steady, if
undramatic Certainly no further diversifi-
cations aie being planned Sayvs Saunders

{
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«] gee very litle prospect of expanding out-
aide the areas that we have 1dentified

Of course, some will argue that the
merger of Tongaat and Huletts has heen 1n-
evitable since 1380 when Bariows moved
mto ihe C G Smith group

At that time Barlows acquired 50% of
g & T vestnients — 4l unlisted company
which held shghtly morc than half the equl-
ty 1n Huletts — through tts takeover of CG
Smuith Tongaat, which was controlled bv
Anglo, held the other 50% of S& T

The mere fact that such an arrangement
ex1sted 1§ some mdication of the degree of
empathy between the two groups, although
it 15 rumoured that Barlows was the more
uneasy pattner of the two Nonetheless,
with C G Smuth’s ynterests accounting for
roughly 40% of the total ontput and Huletts'
apprnmmatelv 90, control of the major
| portion of the country's sugarl industry
- seemed within Barlows' reach

M
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A further complication was that should a-

disagrecment OVer Huletts' development
have arisen, both Barlows and Anglo
(through Tongaat) could effectively have
apphied blocking devices In August 1980
Barlows backed away from this potentini
deadlock position by selling its half of S& T
to Anglo fo1 RY7 bm The other main ele-
meni 1n the complex deal was the ~ale to
C G Smith of Huletts pat kaging interests,
Hypack and Containem, which were later
merged with Nampak

Although Barlows failed to get Huletis
Aluminium — which 1t undoubtedly wanted
— 1t came out of the deal fairly well Nev-
ertheless, the reasons for the “retreat’
wete never fully explamed At the hime,
however, Barlows' chairman Mike Rosholt
said 1t would have been ‘unacceptable” for
one company to control 70% of the sugar
mndustry as would have been the case had
Huletts been Jbsorbed mnto Barlows
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Having gained control of Huletts, the | -
next logical move for Anglo was 0 merge
its sugar interests In hoth Tongaat and
Huletts The only surprising element 1n last
« cek's merger 1s that Huletts and notf the
mueh larger Tongaal was chosen das the
vohicde

Between them Anglo and Batlows now
contro! 80‘e of the countiy s sugar output
But the important thing 1s that neither 18
dominant and they are both janged agamnst
one another rather than participaling as as-
sociates or partners This must be good for
competition, even though 1t mav be covert

What 1s interesting, morenver 15 that al-
though Barlow s business 18 spread over the
country, its roots are in Natal That fact,
placed alongside Saunders ohvious Ambi-
t1ons for Natal, could also have 2 profound
impact on the province's futnre develop-
ment 1t will have two heavy weights root-
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| THE impression left by Mr
' | Robin McGregor, compiler
i of the publication “Who
| Owns Whom”, in an inter-
; i view with the SABC news
| service, that Nasionale
} Pers 1s controlled by San-
i lam, 15 not correct, says
i Professor Piet Cillie,
t chairman of Nasionale
| Pers
w i Commenting on the in-
| terview, which was broad-
| cast on Tuesday, Professor
} C1l11€ said that Nasionale
{ Pers had very good rela-
| tions with Sanlam but 1t
was not controlled by San-
.‘ | lam orthe Sanlam group or
{ by any other company or
| group
| Controllay with the body
 of 1ts shareholdels, none
1 of whom had, or could
| have, more than 50 votes
! There were at present
t about 3200 shareholders
| who held 535 790 shares al-
| together with a combined
1 total of 8 672 votes

The companies whieh
held blocks of shares in
Nasionale Pers, and which
Mr McGregor apparently
had in mind, were Sanlam
with 50 votes, Federale Se-
leksies Ltd with 50 votes,
Metropolitan Homes Trust
Life Ltd with 50 votes and
Assura Ltd with 50 votes

There were only four
other shareholders with

the maximum number of

votes, Professor Cilhié add-
ed One was Nasionale
Pers’s own pension fund,
and the others were two
other trust funds and one
individual

It was the company’s de-

clared policy to spread its |

shares over the largest
possible number of per-
sons and to discourage the
formation of blocks by
companies or groups

All transfers of shares
were subject to appioval
by the directors of Nasion-
ale Pers — Sapa
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the shares until the danger has well and

assed b
trufl-"ir%apa nmit, gAR will approach Edigz: [,;
Edgars 1 4 more direct \Eiﬂ 1
- sumply buywng 10 the market lrom tLu;
. start, 1t should have heen obvious thsn
. Yodeon/Edgars i a more direct wak

most 33% of the equity — Was virtualiv 1m-

t to gain

respnable and that an attemp ,
Enn%rnl would he unlikely to cucceed with-
out their copcurrence Now the ground has
been laid for horse trading hetween the op-

posing s1des B

-

: EDCON/LIBERTY f -
3 Bottling up SAB\©

Nobody is admitting to red faces at SA
Brewerles after this week’s raid on Edcon
shares, but there 1s no denying that the
industrial conglomerate has ended up some-
what between two bar stools

SAB was origmally looking for a strate-
u‘% gic stake in Edcon of about 25%, according
to group MD Dick Goss But the response
by the market and the institutions which
landed 1t with 38% of the Edgars Stores
pyramid caught even SAB by surprise

Maybe 1t should not have done, bearing in
mind the 56% premium on the market
price which SAB was offering at first and
which 1s equivalent to more than double the
nav of Edcon last June Goss, however,
reckons that the price was not too high,
bearing 1n mind the quality of earmmngs
from Edcon and the Edgars chain and the

M..',l A

Tmi—ﬁf'. -

rs that Press may be willing to

parent rayde
sell once he returns
In the meantime, Savs Goss, he 15 happy

to o1t with the holding, as it improves the

reta1hing portfolio, has good prospects, and
does not dimnish either nav or earnings a

chare at SAB's hottom line
thnvwav. in the event, the SAB raid on

F.dcon was thwarted by quick woik on the

pail of acting chanmadil Donald Gﬂr(fntn,
who galvamsed qgsurance company Liberty
1.fe. of which he 18 (hairman to buy &

ocking stake 1n Edcon
blPrmrgtn the SAB offer, Liberty and Fuglt

held between 9% and 109 ot
%’Jdg:;;fi;hﬂe the Press family apparentlg
held around 28 Liberty and Fugit mo;e
quickly after a hoard meeting on '{}IE"R ?;3;;
morning and picked up 2 further 129 sta
n Edcon to maintain control

way 1t ‘'would round out SAB’s growing re-
taitling division

Also pushing the bid along, Goss admits,
was talk of an alternative offer from a lo-
cal company which could have seen Edgars
slip out of SAB’s grasp altogether Some
brokers believe this might have been the
deciding factor in piiching SAB's offer —
and though they started at 1 250c, the even-
tual average cost of the shares acquired
was higher than this Total cost of the stake
was a little gbove R60m, according to Goss

par-term yleld criteria the 14[151:: o
shg:e ?ﬂberty pm}il for the additional 12hf Eré
F.dcon 1s hardly attractive The share;q and
heen acquired on an hlElt{il'JI‘IE 3[}28{ ot 144 a

e dividend yield 0L 3,0«
an::iitﬁm past half year's performances Eé
Fidgars and dcon — which are due to :
announced next week — aic alone haraly

While Goss says he does not feel at all
awkward with the 38% stake eventually
taken up, control was obviously 1n his mind
He behieved that 3 majority sharehoelding 1n
Edcon was unlikely to be immediately won
with the first raid on the company’s shares
because of the powerful Press family hold-

likely to justify the price paid

=
theless, Gordon justifies the pu
e by D out that his group s one

1@ shareholders in Fdgars

itself, with a holding worth some Rlom,

h to get locked 1nto the 0per-
A By with he helm of the

on, he believes, the price

he controlling company
n mind the control

chase by pointing
of the largest SINg

ating company with SAR at t
pyramid In addity
being offered for t
was too low bearing |

structure
Gordon says .
990, stake will depend on

once he returns to SA Howevet, 1
that a firm grip will obv

—_—

the future of the enlat ged
ress's achion

t 18 clear
lously be kept On

ing But he now reckons that SAB 1s 1n a
strong position to negotiate for a larger
stake once Edcon chairman Sydney Press
returns from surgery abroad

The chances of attaining control after
talks with Edeon are impossible to gauge
at present, however, as 1t 1s difficult to pre-
dict Press’s reaction to the raid Heartless
as 1t may seem, though, there must be

some thoughts 1n the minds of the two ap-

575
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BIG-MONEY batties for
control of Edgars and
Greatermans dominated
trammng in Diagona) Street
thls WEEki

When Liberty Life and
the Press family had fmally
beaten off SA Brewerjes’
move to take over the
Edgars group and after
Natie Kirsh's Cokicor had
gained a strong foothold 1n
Greatermans, the JSE's to-
tal turnover had soared to
-over R21 milhon on Tues-
tdﬂ;}' EH K §

" Talk s that SA Brews did
‘1ts* share-dealing off-may-
ket, “so the:. aﬁgunt of

" ‘money 1nvolved s far
;grea I
;‘J{SEtflguI:gkzh S
* Inl thencase of tHelchnn
“dealing, ‘the’ Labierty-Press
. group paid,about R%! mul

lion to secure control of the

Edgars <group while SA
é"llilrew’s' built up.1ts 389
{ stake for ‘around R66,5 mil-
~lion * , )

.- The R250, rmilion Hill
~Samuel meérger with the,
) Bnardmuf‘Executnrs &
* Fidelity Bank, pius further

consideration of the R550-

. million! Tongaat-Huletts
merger, also_ kept brokers

{ on the hop over the week

L

S These exeiting events g0

;
4% 4%

Ry &« Feelihg that
ter’ thani-reflected ‘m , , ; €

Shares report

forecast that 1982 wiil be a

year of takeovers apg
mergers

This was a feature of
trading 1n 'Wall Street last
year and Johannesburg
usually follows on a year
later

ﬁ”.:’-'-','

the}e could
. be more Interesting
' takeovers has, to some ex.
tent, kept Diagonal Streets
mndustrial sector tight “for
some time C
The shares invblved  in
this week’s deals soared but
then settled and, 1n, the end,
did- nothmg for %he al)-
Industrial ‘index which
closed about five points up
on last week
. However, gains just out-
numbered Iosses ‘over™ the
week on the industrial
board
In addition, the firmer:
gold price also lifted indus-
trial blue chips, sych as
:'BﬁLI‘IDW g

The takeover dramas Ob-
scured bad news for highly-
geared companies — the
raising of interest rate cesl-
Ings by 1% to 22% for
amounts of R2 000 to R5 00
and by 2% to 20% for
amount ahove 209

T
e

: +

At the sig

ning of
Bostik’'s R2 million
expansionrpro-
sramme in Port Ejiza-
beth this week were
(from the left) Mr
WILF CRaA GG,
répresenting the
quantity Surveyors;
Mr HECTOR MINOTT,
representing the con-
tractors (Murray and
Roberts); my DENNIS
MACDDNALD, chief
executive of Bostik,
and Mr VIN MEAKER,

representing the con.-
sulting engineers.

There 1s no change 1n the
24% maximum rate on | T ——

suspensive sales and leas- T
Ing transactions under

R10 000 byt the rates for
deaﬁs above .th)s amount

have been Increased from
21% to 229,

In the offing 15 3 r1ge n
the mortgage rate Building
socleties promisedthys’
week to soften the, lMcrease)
for present margghéﬁipaj-
€rs, bhut new housing.starts |
Wil mevitably be affected
adversely this year |

Gold shares’ were quiet
for most of the week-be-
cause of an acute’ shortage
of scrip London was 1nae.
lve as operators could not |
fimd serip to cover short
positions when the gold
price firmed |

Gold heavies were up to
300¢ firmer at times, but
Inyestors turned distrystfyl
of marginal when it was
annnounced that Wit Nigel
was closing down Sogth
Roodepoort also came un-
der seritiny:

garly in the year bear out,a
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~ JUST WHEN YOU 252) 5 Twme
' THOUGHT IT WAS SAFE ... 7/¥*
Al THO G « o @
By Stephen Or " One trick could be to ln-intth ’ -~ e
v Stephen Orpen e Sk eould bo o piogint e o Wely keovr | AT B ey
\ THE h d o oL W e i - ' MR U [
gnashing an kb
snapping of pearly (and L—Stephen 1@[{:})@[@ L
not-so-pearly) teeth in E
Dlagonal Street — and and increased $take i1n Industrial company in the t
less visible reaches — Flacor i:uuni‘;ry, wﬁrth Rll)ﬁgﬂ-mﬂ« ® HLI;I bﬁgght HF ¥ John- E
. All 1n a fortnight or so —  Jlon, by swallowmg Debincor  stone for R39-million
1s stretching even the not to mention atgleast adoz- ‘@ Triton bought Enyati for @ Outside the stock market,
Sur toughest nerves 1n the en smaller deals involving Just under R10-rmitlion the Umted Building Society |
Cﬂr[lﬂrate SECtOI‘ unlisted companies t.Hi::-fH btuughés PﬂlderlﬂnP’B mEI'gEd with the Rl £00-ml- i
1INoer inLeres 0 -
The BT prediction of i?(:hheffreh }:hat'? i r a sumilar i:lngnsi?;éilﬁrn Trident Build
January 10 {see reproduc- ¢ double ® The minority stake 1n Who's safe?
Firs tion alongside) that inves- @ Mond: bought Usutu Pulp Karoo went to Kanhym for Presumably the English-
tors should expect height-  for Ril0-million R37-million language Press groups' —_
ened activity in the ®@Calan went to a consor- EsL“C'ﬂr bought Audiodek for hUnless the Gnvernmené
takeover pit has proved tium for R63-million -million chooses to nterprel an
positively conservative @ Hill Samuel signed mto a g Hanhill bought Swaz: react to this week's recom-
Da much enlarged group ugar mendations of the Steyn
Following the Rb6,5-mil- ® Edgars hought Ackermans Commission with the largest
lion “dawn raid” by SA Brew- @ Amic became the largest for R30-mlhon Jaws of all —
eries on the R410-rmlhon Bd- - — - -  —
De(  gars clothing cham and the wWhich
virtually simultaneous grab
YOU a5 Natie Kirsh’s retail arm, 'C )
Coki Corp, took 49% of Grif-
fon (which holds 443% of
Greatermans voting shares),
Sut frantic meetings buzzed m .
dozens of boardrooms late in P
| the week as other company g ON the Examination Paper) Exami-
bosses worked feverishly to ,
shore up all possible defences ners
agamst similar “attacks” on Inittals
pap therr territory | ,
{ Quite plainly, merger ma- \g on the Examimation Paper)
nia 1s with us again
The John Orr battle, de-
spite all demals, 15 not yet
over, I'm told There's sthe
R1 000-nmihon Huletts-Ton-
e gaat marriage {o chew on
There’s Liberty’s acquisition
of a large slice 1n Clydesdale
NOTcwrne=rFULLY — — — — - WARNING
1 Enter at the top of each page and in column (1) 1 Nobooks, notes, pieces of paper or other mate-
of the block on this cover the number of the rial may be brought into the examination room
question you are answering unless candidates are so instructed
2 Bilue or black ink must be used for written 2 Candidates are not to communicate with other
answers The use of a ball point pen 1s accept- candidates or with any person except the nvi-
able Red or green ink may be used only for gilator
underlining, emphasis or for diagrams, for 3 No part of an answer book 1s to be torn out
which pencil may also be used 4  All answer books must be handed to the com-
3 Names must be printed on each separate sheet missioner or to an tnvigilator before leaving the
(e g graph paper) where sheets additional to examination
examination book{s) are used
4 Do not write in the left hand margin

Any dishonesty will render the candidate liable to disqualification and to possible exclusion from the
University
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A NEW R100-million South African
travel giant came into being
week when Freéght Services bought

xpress travel busi-

the American
ness in this country.

The deal includes authorisation for
. the Freight Services subsidiaty
grove & Watson, and its other travel
subsidiaries to operate as an integral
part of the American Express world-

wide network.
Musgrove & Watson, which

will change its name to
Freight Services Travel, now
has the facility of issuing
American Express travel-
ler’s cheques

Since American Express
currently issues 55% of all
traveller’s cheques bought in
South Africa, Freight Ser-

vices Travel will have a new’

and highly lucrative string to
its bow

The immediate effect of
the two-part deal will be to
establish & South African su-
per-agency with 30 branches,
annual travel sales ap-
proaching R100-million and a
wide range of services,

The agency will operate

"

this

, Mus-

By John Spira

under the American Express
name and will offer the fulf
spectrum of American Ex-
ress’s travel products and
ravel-related financial
services.

The next phase will be the
incurporation of Freight Ser-
vices’ 19 travel offices in
Botswana, Lesotho, Malawi,
Muzamhigue, SWA-Namibia,
Swaziland and Zimbabwe yn-
der the American Express
banner

Neville Organ, chief execy-
tive of the Freight Services
group, tells Business Times-

100-m trav |
glant 1S e
launched

-“Even before this develop-
ment, Musgrove & Watson
was, by a considerable mar-

in,the largest travel agency

South Africa

“The addition of the
American Express travel op-
eration has given it a market
sharg,of almost 15% and has
take Fre?ht Services sig-
nificantly further along the
road to its stated objective of
capturing 20% of the South
African market by 1986.
. Musgrove & Watson and
our other travel interests had

grown to the point where the' Pate

h =T

# ) AT 4

Jogical next step was to go
international

“The agreement with
American Express provides
us with an ideal opportumty
of achieving that aim — with-
out diluting the ownership of
our existing interests”

Worldwide, American Ex-
ress provides business and
oliday services through
more than 1 800 offices in 126
countries

Other American Express
services which will be avail-
able through the combined
operation include
® The American Express
worldwide corporate hotel
facility, which gives

“.,.,1{ - ) T A

! presenting the market witha:

| prehensiveness, its facilities

Ef}'-

G- T

i

business travellers discounts
of between 10% and 35% at
major hotels,
@® Late arrival and express
check-out facilities at hotels
® A round-the-clock hotline
emergency service |
® Mail holding and general
office facihties throughout
tH® world.
@ The meet-and-assist ser-
vices at airports

Locally, domestic travel-
lers will benefit from the ex-
panded network and from the
greater resources which will
now be dedicated to the two
areas Freight Services con-
siders of crucial importance
to the future of the travel
industry — higher level of
training and of automation.

“In short, we are looking atvﬁ‘

L
) -
_
el LT[ == = P I i m I !ﬂ » E _.:._._'hq--—-'-—‘——_'

complete travel packaget

which Is unique in 1ts com- |

" '-l"L,fE

L1

and m, the resources which;;
support it,” says Anthony Sa-"
lushury, managing director_|,

of the combine operatiug. P oE

- i




E R o LM.F.'" n

o e e T e Y,

o

™ Fo)
&
s ik Pl e B iacuing 1T

- -

FAMILY chemists belieye they are on the way out —
squeezed out of business in a giant pharmaceutical com-
pany battle for business and encroaching State health

Services.

In a series of confidential reports commissioned by the Pharmaceutical

is claimed that;

3 Already nearly half the
chamist shops in South Africa
are “merely eking out an ex-
1stence” and could go out of
business at any time

® While a commitment to
free enterprise is stated Gov-
ernment policy, “certain pre-
sent trends seem fo suggest
that the opposite 18 aatually
happemng 1n health care’
the State and 1ts organisa-
tions are exercising more
and more influence

® Where the State takes
over the provision of health
care, “costs escalate and
standards declhine”

® Private customers are
already paying their fam
chemust four times as muc
for mediwcines as the State
pays for the same medicines,
and are m effect, subsidisin
the cut-price medicmes sol
to the State

The reason for the huge
difference in price paid for
medicines by private individ-
uals and State buyers is ex-
plained as follows

Consultants apEmnted hy
the State expect that by 1843
State hospitals and health de-
partments will be buymn
65% of the pharmaceutica
companies’ total production
of medicines

irrelevant

Because the State 1s the
higgest single buyer of medi-
cihes, pharmaceutical com-
panies are forced to tender at
or below cost for State con-
tracts in an effort to stay n
the market and keep up thewr
production lines

They then make up their
profits by marking up the
prices of medtcines supplhed
to retall chemists

At the end of the line the
retail chemist has Lo mnvest

- Society of South Africa, which represents all pharmacists ib the country, it

man, says report

Full information ahout all
drugs and their effects on in-
dividual patients will cer-
tainly hecome compuierised
1In the near future, they say

The techmcian who now
does all the jobs which de-
tract from the pharmacist’s

rofessional status could
hen, with the new informa-
tion, take over the function of
the retasl pharmacist

After that there will be Iit-
tle scope for the pharmacist
to apply his knowledge — and
fie will no longer be able to

justify adding on a substan-

tial cost for advice to the
cusiomer

Attempts in the past 10
years to turn their shops into
mini-supermarkets selling
anything from food to toys
have been disastrous for
their professional image and
therr rapidly declimng bank
balances, the survey found

The financial situation of
South Africa’s retail pharma-
cies has already eroded to
such an extent that, of ihe
2 200 retail pharmactes n the
country, 10600 are only mar-
gmally viable and could %n
under 1n the near future Only
the top 400 are regarded as
financially successful

The entire research aper-
ation is likely to cost the

harmacists close on

100 000

agsistance from giant phar-
maceutical companies, given
esther as a loan or in the form
of exlended credit

Iisually this assistance is
linked to an undertaking to
buy or promote the pioducts
of a particular supplier

Because the manufacturer
looks to the retail trade to
make up his profit, he must
both keep it going as an out-
let, and he must also try to
shut out his competitors by
keepmf, 4 maximom number
of 1etailers as captive buyers
nf his products

" Cartels

Pharmacisis believe, how-
ever ~ and this view is
backed up by the report —
that as the State takes over
miore and inote of the dis-
pensing the retall pharmacy
will disappear in most areas

State or socialist medicine
will have dug 1ts own grave
when the manufacturers turn
to the State to mahke their
profits Without the subsidy
fiom private buyers, the
state’s medicine bill  will
have to double almost
overmght

The fatal risk of compet:-

tion between suppliers with
oply one sigmhicant buyer

must inevitably lead to the
formation of monopolies or
cartels, which, without the
restraint of competition, will
be able to charge any price

| Private

| customers are

| paying four |
| times as much |
i as the State |

| pharmacists

| have to Invest
 heavily in

| expensive

i stocks

| Attempts to

| turn shops into |
| i |
| supermarkets

| disastrous

taxpayers' tax bill
But st is not only in money
that the South African public
wiil ultimately pay the price
There wiil no longer be any
incentive to the manufactur-
er to develop and introduce
new products, simee 1n an all-
or-nothing situation with one
buyer and no competition he
1s unhkely to take any risks
The man-in-the-street will
lose the convenience and
choice of his nearest pharma-
cy, to be replaced by the
queue and buteaucracy at the
probably more distant State
or factory clime This 18 par-
ticularly likely to affect the

standard of cate for the aged,

Other problems which

arise, says the report, are
“common knowledge 1h the

orofession, but are rarely
openly addressed”

Undesirable |
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stocks, while he has to accept
smaller and smalier profit
NArgins to keep hys custom-
ers Mapy wont holg the
pace

The original Mmandate of
the investigators Was {0 rec-
ommend wavs and means (o
avert a direct angd mpéending
threat of constderable loss in
révenue to retal pharma-
Cists through State distriby-
tion ang dispensing of
medicines”

But the investigators found
that the thregt was not sp
much the threat of loss of
revenue  alone, byt much
warse the threat that the re-
Ll pharmacy could become

irrelevant to the provision of
health services as such

Disastrous
M

The first two volumas of
the report, titled the Syncom
Report on the Future of
Pharmacy, have bepn the
Subject of considerable de-
bate behind closed doors 1
the profession for the past

Year A third volume js ex. ,

pected shortly

In their assessment the au-
thors believe that the retail
Chemnst has only two h&S}c
options Mg

Choice 1 He becomes ﬁlll}{
what he already 15 1o 4 large
€xtent a trader, 3 speciality
merchant “Iike a har ware
Salesman or an electron ¢ ap-
Phiance salesman” But on
a limited number o Suc
shops will survive in City
centres

Chotce 2 Get out of the
shop and find g professiona]
Job 1h & hospital Pharmacet-
tieal  factory or perhaps,
some time 11 the future, ag g
professional consultant In a
health care” team

Whichevey way, the survey
found that present-day trap-
1ng for chenusts wag repar-
ing them for a Job that has
not existed for ycars makmg
up medicines ang deciding
which medicine was appro-
priate i1 a particylar case

Now large pharmaceutical

Companies make up the
tedicines and doctorg give
€ dvice

~

252
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Risk

Inability to ada t, say the
investigators, hag Fed to hgh
financial nsk ang limited job
satisfaction, a decline n the
full use of the pharmacists’
skills, a tendency to look for
furancial suecess rather than
Professionaj dignity and
Standards and a declime in th
© standard of service to the
public

While alarmed harma-
C15ts see little hope n?revers—
ing the course of events that
Seems sure to destroy them
the rerﬂrt also mdicates how
these trends wyi) seriously af-
fect the cost and standard of
heglth care available to the
publi¢

They ErﬂjECt that by 1885
private buyers wili consume

tate will buy 60%, but wil)
pay only 32% of the hili
In b8 unenviahle rele as
milkman of the public, the
retaii chemist 15 Increasingly
being forced tg seek financial
st

they think the Buyer can af.
ford to i:ay
Socialist medicine, the re.
ort potiits out, alse leads to
Ejgh evels of waste — an-
other way of expanding the
market, as the Britigh phar-
Mmaceutical mdustry has djs-
covered {o its profit

Hidden

Retaii chemusts, the mves.
tigators warn, should there-
fore not rely on the pharma-
ceutical giants to stop this
course of events

There 13 also no reason to
hebicve that the dispensing of
medicines by State hospitals
and other wstitutions such as
the Ratlways and Iscor 1 in
fact any cheaper thap
through normal retai}
channels

The real costs of storage,
admimstration and distriby.
tien of medicineg miust be a3
high or mgher, with far less
meeniive to prevent waste

¢ only difterence ;5 t
the costs are hidden — in the

- —
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They 1nclude the doctor's
loss of freedorn of choice in
Preseribing, and what the in.
vestigators refer to ag “unde-
sirable lobbying practices by
manvfacturers” . uhder.
the-table incents ves

The reports, marked confi-
dential, have {r1,;gered con-
Siderable debate ang contro-
versy in the profession But
feveral Pharmamsts aﬁ:-
proached tor comment by the
Sunday Times denied any
knowledge of theyr exisience
Or shrugged off the subject

“Is theile 3 problem with
retail pharmacv?” the presg-
dent of the SA etail Chermn-
15t and Druggsts Associ-
ation, Mr May atz, asked 1n
response to the sunday Ti-
Mes’s questions aboyt the
repnrts

‘There have heep a num-
ber of consultants called jn
by the pharmacists from
time to time, byt there 1s no
crisis We are merely in.-
volved in g normal evolutiop-
ary process,” he said

- T e —— .
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ery manufacturer, Bakers Sout
and a controlling interest 1n the Mike’

restaurants.

The Mike's Kitchen acqui-
sttion was effective on Octo-
ber 1 last year and that of
Pizzaland on January 1 this
year

Bakers has not released
details of the prices paid for
the acquisitions, but they are
expected to add 13c a share
to earnings for the year to
June 30

In the past month Business
Mail has twice asked Mike's
Kitchen former owner, Mr
Mike Illion, to confirm the
sale of his company Three
weeks ago he was asked t0
comment on industry speciu-
lation that Wimpy Restau-
rants (Pty) had ganed con-
trol of Mike's Kitchen

Mr Ilion dened that there
had been a takeover, or that
Wimpy was m any way -
volved Wimpy 1s a wholly
owned subsidary of Bakers

Industry sources said con-
trol of Mike’s Kitchen had
changed hands for about
R900 000

By JOHN MULCAHY
THE Anglovaal Group’s unhisted biscuit, flour and confection-

Kitchen acquisifions are “in
putsuance of 1ts (Bakers)
policy of further expansion in
the food franchising

husiness '

Bakers turnover rose to
Fi74 761 000 1n the six months
to December 31 from
R62 801 000 in the corre-
sponding 1980 period Attrib-
utable profit rose to
R4 650 000 from R4 606 600

Margins n the ]atest six
months were Jower than a
year previously, say the di-
rectors, but profits improved
hecause of ligher sales vol-
umes of some preducts

They warn, however, that
there are indications of de-
mand slowing down, and
earnings for the year are ex-
pected to show little change
from the year to June 1961
when attributable proft
reached R8 020 000

The hsting of Bakers ord)-
nary shares was tetminated
on April 24 last year after

h Africa, has bought Pizzaland
s Kitchen chain of

. Still listed ave Bakers 5,9%
cumulative preference
shares

=T

| Bakers directors say the acceptance hy mnoritiesof a
Pyzzaland and Mike’s 13535c ashare offer
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THE Competition Board 1s ex
between Triomf and Fedmis ¢

83% of the SA market.

Even if the board approves
the merger, merger negotia-
tions could be protracted and
an announcement of terms
could take some time, say
spokesmen for the
companies

A spokesman for Triomf
sard the merger was neces-
sary for the long-term sur-
vival of both compames m
the light of Government's
harder line on fertiliser price
1;ncreases

Refusal by the Govern-
ment to permit more than a
10% fertihser price increase
less than a month ago led
Fedmis to scrap plans for a
R630-million ammoma plant
The industry had asked for an
18% mcrease

Both compantes have been
i trouble recently and a
merger could alleviate thermr
problems

Both are losing huge sums
on phosphoric acid exports
because of a world glut and
have depended on SA ferti-
liser profits

Fedmis recently suffered
an explosion at 1ts Milnerton
ammonla plant that caused
R37-mulhion of damage and
placed a question mark over
the plant’s operating agam

In addition, Fedrmis s par-
ent company, Sentrachem,
has run into a huge capital
COst overruns on 1ts synthetic
rubber plant

Substantial synergies exist
in the two similar companies
and a merger would bring
huge cost savings — especial-
ly if the immense duplication
In the nationwide marketing
arms of the two compames
couid be elimnated

Sources close to the negoti-
ating compamnies were confi-

dent the merger would be ap-

Official ruling
on fertiliser ¢ -
merger today”

By DAVID CARTE

proved by the Competition
Board

They said that with three
or four other companies
sharing 17% of the industry
and Sasol due to enter the
market about 1985, there was
no true monopoly to which
the board could object

People 1n the fertiliser in-
dustry said Sasol was unlike-
ly to object to the merger
The bigger the market share
of Trromf-Fedmis when Sa-
sol comes on stream, the
better for Sasol as 1t 1s easier
to make inroads into one hig
market share than two
smaller ones

Sasol has said 1t will enter
fertilisers in an orderly fash-
lon without disrupting the
market It will continue to
honour long-term ammonma
supply contracts with its
competitors

But judging by the alarm
and the heat generated by Sa-
sol's entering the market,
most industry sources expect
a hattle once Sasol comes on
stream and believe the merg-
er anticipates this

One observer said the
merger was really a ta-
keover of Fedmis by Triomf
Fedmis, he said, was mn a
weaker negotiating position
than Triomf

In addition to phosphoric

gt
pected to rule today on a proposed merger: g
hat would set up a fertiliser glant controllin

|
o
fwﬂ

capacity, but AECI, with %*“
49% holding 1n Triomf wnuldfg
be a willing suppher o
Demand for ammonia out4
strips supply and 1s growing™s
at about 7% a year Now that™*®
the Fedmis plant has beenwg
Scrapped, the shortfall could i
mean 307% of the country’s
ammonia wtll be imported by
1986 .4
Some speculators suggestf}
AECT might build the ammo- 4
nia plant that Fedmis
scrapped as AECI has deeper *
financial and management ,
resources ;
AECI makes 580 000 tons of «
ammoma a vear and Saso] »
aims at 260 060 tons by 1985 y
Fedmis was making 90 000 &
tons a year at its blast-ley- .
elled Milnerton plant !
Demand for ammonia last
year was l-million tons and a -
150 000-ton shortfall had to be
mported Now the Fedmis .
plant 1s out of operation, the X
shortfall will have risen to .
230 000 tons a year d

w

The SA Agricultural Union |
said i1t would pronocunce on »
the merger 1f and when 1if *
took place and once the °
terms were announced . b

Its main concerns were an «
adequate supply of fertiliser ;
at realistic prices, a spakesif

e
man sad B

acxd problems and the ques- [~ o

tton mark over the damaged
Milnerton plant, Fedmms had
management shortcomings
More 1mportant, 1t no longer
had an ammoma facahty and
ammonia was a crucial
feedstock

This lack of an ammonia
facility could put Fedmisn a |
spot when Sasol’s supply con-
tracts expired Triomf, he
said, also had no ammona
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. t By
Patrick Rel.oughlin

A'near monopoly of
the fertiliser mdus-
try would be the
direct resull of the -
proposed merger be-
tween the mdustry’s
- . dominant forces —-

- Pedmis and Triomf

Sentrachenm, which
took ovelr Fedmis 1n
the 187980 financial
year, and Triomf have
made a bilef announce-
ment that negotiations
are taking place “with

“a view to a merger
comprising the Pednns
division of Sentrachem
and Triomf"

The statement
added ‘“As soon as it
has been decded

whether suc¢h a merger
will itake place a fur-
ther announcement will
he made but, 1n the
meantime, shareholders
of both companies are
advised to ciercige can-
tion 1n thewr dealings
m the shares of the
rompanies ”

The only other ferti-
liser producer 13 Om-
nia, relafwely small be-

side Sentrachem and
Fedmi1s, produdng
about 10 percent of

domestic fertiliser out-
nut

The off-the-cuff reac-
fion of one analyst on
the Johanneshurg
Stock FExchange was
that such a merger —
1f allowed to take place
by the Government -

L

rationdlisation was a
good thing.

Triomf has a market-

ghaiing . agreement

with Fedmis whirh as-
sures it 55 percent of
all sales of fertiliser

. made by these compan-

[

185

Triomf's executive
chairman, Mr I, Luyt,
satd 1n his 1981 annual
report however that
niotice had been served
by Triomf on Fedmis
of termnihation of the
so-called lateral
agreement between the
producers. .

“*This agreement,
which came mto being
in 1971 as a continua.
tien of a préevious
agreemient withiny the
Industry and which was

-

™l

I

[ T—

atmed at rauonahging
cerfain aspects of pro-
ductron. and marketing,
has often been the sub-
ject Oof emticvism by
various = investigating
commitiees of the
Government :and cel-
tain other institutions
and has been con-
sitdered as being condu-
cltve to monopoly for-
mation,” Mr Luyt
wrofe

r

"

.

wh

Moy o b

He sard that cancella-
tion’ of the agreement
must thus be seen @s a
“voluntary gesture”
within the industry m

L)

k

supplrt of Gdvernmént™

policy towards a freer

and maore' competitive
economy

About turn

The merger negofid’ |
i tions, reportedly at an

'+ advanced-- stage, - thus

seem to- indicate that
Mr Luyt has done an
about turn in his polr-
Cy towards the ferti-
liser jndustry,

One comment by -
dustry observers is that
If the merger goes
ahead 1t will mean a
near monopely for the
gwo gants _untll | the
asol ITI project —
which could produce
ahout 260000 tons of
ammonta 8 year —
goes mto production

A planned project by
Sentrachem to con-
struct a R630 mulhon
ammonia factory — am-
moniy IS an essential
raw matertal 1  the
mantfacture of . ferti-
iser — was shelved,
some say hecause fthe
preducers were not
happy with the Govern.
ment’s price inoreases
for the inland market.

This decsion not o
20 ahead with the
plant could result I
the mmporting of up to
150 000 tons of zmmo.
nla a year
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Financial Editor
TRE FRAME group
has bought blanket
i manufacturer Naftal
Cotton and Woollen
| alills from Anglo-Al-
pha. Vesterday, Mr
Selwyn Lurie, joint
managing director of
the Frame group, con-
firmed the multi-mil-
tion-rand deal, which
comes into effect from

February 19.

But he would not re-
veal the price — ‘It will
not be disclosed by el
ther party’ — and did
not yet know where the
company would be slot-
ted into the Frame
group
' There has beeft specul-

lation that the deal cost
~ R11 million but Mr

Lurie demed this

He said it was 100 ear-

. ly to make a statement
on redundancies, but
every effort would be
made to absorb people

ynn other compantes 10

the Frame group O0f

Anglo-Alpha should

there have to be staff

cuts

Bisnliets

v Mr Lurie satd the
t Frame group would
produce about 75
percent of all blankets
| 1n South Africa once the
I take-over wds compiet-
ed The ‘monopoly’ post-
1t1nn had been
investigated before the
take-over, Mr Lurie said
; e did not expect that
. the deal would have any
major effect on the earn-
| ings or net assets of the
' Frame group

According to the last
Anglo Alpha report, the
company has 690 em-
ployees and has mills at
Moben1 and a recently-
established .mill at
Canelands, where 1t has
bought the old Masonite
plant

In 1980,turnover at
Natal Cotton was Ril4
million, which was 3 38
percent improvement on
1879's R8,3 milhion Net
after-tax ncome, before
;nterest, improved by
550 percent 1o R574 000,
compared with R88 000

Net assets, at historl-
cal value, were R6
million

Mr A A Nutten was ap-
pointed managing direc-
tor 1in QOctober 1980 of
Natal Cotton, which had
hween 1ncluded 1n the
Hippo Quarries take-
over a few years ago He
was not available for
comment yesteiday, nor
were executives from
Anglo- Alpha

Rig expenses

1t 1s understood that
Anglo-Alpha, which 18
largely owned by Swiss
interests, had felt that a
textile company did not
fit 1n with their other
iraditional interests in
stone and cement

No confirmation could
be obtained that Natal
Cotton has had a had
year with heavy €X-
penses involved 1n the
start-up at Canelands
and that disclosure of
the results to the Anglo-
Alpha executive had
precipiiated the sale

But the last financial
report from Anglo Alpha

disclosed some prob-
lems Production was to
he lifted and changed to

‘lhghter and finer

blankets

But technical prob-
lems arose 1n the last
half of 1980 relating 10
weaving and fimshing of
the products and in No-
vember 1980, their fin-
ishing and dyeing
operation gave them
three weeks' notice of
closure

Alternative arrange-
ments were then made
as the new looms werc
retying on this facility
and 1t was hoped that
customer confidence
would be regamned in
1981

The management ex-
pected that the company
would strengthen its po-
sition 1n the market
place and a diversifica-
t1on 1nto polyester miX-
ture spun yarns was
being investigated




i l! r |
Financlat Reporter | ||
Both Triomf andFedms
have consulted the Compe- l
| fition« Board about their
proposed merger, the head
of the' Board, Dr Dawid
Mouton, said last night.
Dr Mouton explamed s
that the Competition Board |
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, Fedmis rgcently

ofTe

1

fered an explosion at 1ts

| Milnerton ammonia plant

that caused R37-milhion of
damage and placed a

question mark over the '

plant’s ever operating
again

In addition, Fedmis’s
parent company,
Sentrachem, has run into
a huge capital cost
overruns on 1its synthetic
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rubber plant

Very substantial
synergies €xist mn the two
stmmlar companies and a

merger would bring huge
cost savings — especially

If the 1mmense duplica-
tion 1n the nation-wide
marketing arms of the two

companies could be
elimmated

4 g

Ro monopoly
Sources close to the ne-

gotiating companies were

confident the merger
1!1.?0111{1 be approved by the {
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Mercury
Coriespondent
JOHANNESBURG—
Both Triomf and Fed-
mis have consulted
the the Competition
Board about their pro-
posed merger which
would make 83
percent of South Afri-
can fertiiisers, the
head of the board, Dr

Dawid Mouton, said
He explained that the

Coﬁnpetrtmn Board can-
not give approval for
such a merger but cah

. advise

i

‘With the information at

{ our disposal, we did not

see any hikelthood of an
investigation Dr Mouton
said

It now appears that
there will be an
1nvestigation

The Minister of Indus-
tries, Commerpe and
Tourism, Dr Dawie de
Vitliers, announced 1n
Parliament on Tuesday

! that he would ask the
.1, board to investigate the

: "'?- 4 ,r:li
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proposed merger between

riomf and Fedmis

Fven if the board ap-
proves the merger negolt-
atrons could be
‘protracted and an an-
nouncement of terms
could take some fime,
spokesmen for the com-
panles warned

Price rises
A snokesman for Triomf
said the merger was nec-

~essary for the_long-term

survival of both compan-
1es 1n the light of Govern-
ment s harder line on
fertiliser price ncreases

Refusal by Government
to perit more than a 19
percent fertiliser piice 1n
crease less than a month
ago led Fedmis tQ sSCrap
plans for a R630-million
ammonia plant The 1n-
dustry had asked for an 18
percent increase

Both companies have
been in trouble recently
and a merger could allevi-
ate their problems

Both are losing huge
sums on phosphorie actd
exports because of a
world glut and have
depended on local
~fertil 1567 profits; to sta;
viable

Fedmis recently suf-
fered an explosion at its

Milnerton ammonia plant j

that caused R37-million of
damage and‘placed a

~ 11 -
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Competition Board

They sald, with three or
four other compantes
shairing 17 percdnt of the
imdustry and Sasol due to
enter the market tn ahout
1985 there was no tiue
monopoly to which the
board could object

People 1n the fertiliser
industry said Sasoi was
unltkely to object to the
mergeyr The bigger the
market share of Triomi-
Fedmis when Sasol comes
on stream the better for
Sasol, they said, as 1t 18
easter to make inroads
into one hig market share
than two smatler ones

Sasol has said 1t will en-
ter fertilisers tn an order-
ly fashion without
disrupting the market It
will continue to honour
long term ammonia sup-
ply contracts with 1its
competitors

But judging hy the
alarm and the heat gener-
ated by Sasol's entering
the market, most industry
sources expect a battle
once Sasol comes on
stream and believe the
current merger antici-
pates this

One well-placed ohsery-
er sald the ‘merger was
really a take-over of
edmis by Tiiomf
Fedmis, he said, was mn a
weaker negotiating posi-
tiun than Triomf

He said that 1n addition
{o phosphoric actd prob
lems and the question
mark over the damaged
Miinerton plant, Fedmils
had management
shortcomings More 1m-
portant, it no longer had
an ammonia facility and
ammonia was a cruclal

feedstock
This lack of an ammonia

facility could put Fedmis
in a spot when Sasol’s
supply contracts expire
Triomf, he pointed out,
also had no ammonia ¢a-
pacity but AECI, with a 49
percent holding 1n
Triomf, would be a willing
supplier

Demand for ammonia
already outstrips supply
and 15 growing at about 7
percent a year Now that
the Fedmis plant has
been serapped, the short-
fall could mean 30
percent of the countiy’s

ammonia will be mmport- |

- -

sed by 1986

Some speculators sug-
gested AECI might build
the ammanta plant that
Fedmis scrapped, as
AEC] has deeper finamn-
c1al and management
resQuUrees

Sasol

AECI makes 580000
tons of ammonia 4 year
and Sasol aims at 260 00D
tons by 1885 Fedmis was
malang 90 000 tons a year
at 1ts blast-levelled
Milherton plant

Demand for ammonta
last year was 1000000
tons and there was &
150 000- ton ouwawall,
which had to be impoted
Now the Fedmis plant 18
out of operadion, the
shortfail will have risen to
230 000 tons a yeas

The S A Agricultural
Unien, which represents
farmers all over S A, said
it would pronounce on the
merger 1f and when 1t ac-
tually took place and once
the terms wereé an-
nounced

Its main conceris were
an adequate supqu of
fertiliser at reaistic
prices, a spokesman said
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Political Stafr

't THE government hag 0r-
dered an Investigation
1nto the proposed merger
:}zf;? trhg cmtmtry’s two ferti]-
iants — Trioms

S%{}tl’ﬂt‘hf‘ﬁl and

1@ multi-million rand
deal, which would five the
bropesed new combine a
0 percent slice of the fer-
tilizer matket, has set the

bustness world btizzing
However, the Linister of
Industries, Commerce and
Tourism, Dr Dawlie de
Vilhers, announced yes-
terday that theyre was to he
A0 Investigation 1nto the
acceptability of the deal
Mr Harry sehwarz, chief
Opposttion spokesman on
finance, welcomed the m-
quiry and said the concen-
tration of economie power
had not wotked to the
benefit of the: consumen
DrDe Villiers said “The
government s concerned
!abuut the formation of
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power groups and I have \ f 3 S g ;ﬁ i
I‘EQUE‘StEd thE Cﬂmpetl_ ; . i’“*‘.‘;&“‘t
tion Board to advise me In | o ‘L Jﬁ‘:
terms of the Maintenance ! J | A
and Promotion of Compts- . . ; 4
lon Act about th fao
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a4bil1ty or otherwise of | L N
such a merger 4 ’ R

Mr Schwarz said he wel- \ ) o ¥ ,.L.;é
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t thought the minster o
should investigate the L
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;111] :ﬂny benefit for the con- SRS
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RFTAILERS

| Natie ¥irsh and Don-
ald Gordon had lunch
{ogether last Sutur-
dav  As winners 1
the late<t hout of 1 -
mwl to hit the et ul
industry, thev had
\—— - * T something to
| celebrate

Klrshﬁbhe head of Kirsh Indusiries, had
effectively sewn up controt of G eAtoFINans
Slores through a quck-fire deal atter
[dpars pulled out Gordon, the chaiien o}
Liberty Lafe Assurance had imoved equally
quickly to prevenl SA Bieweries f1om

snapping conttol of Edgars while ¢hairman

. Sydney Press was overseas

Ir the stoch market this week the shates
of other retailers, notahly John Orr's, havoe
heen the target of some speculative aclion
again Now, of course, as the ripples
spread, the talk 15 of which ofher compan-
1es might: be vulnerable to bids and ot pto-

.+ ieclion they are seclung

w T
t

r v A

el

L '“_-..‘-"]'I‘

: l;ﬁﬂgars That flryprompted a nimber ol

b Tl o

-

iy

- 2 lrﬁo,l‘d the voling stock of the operating

=
-
e M
L |
-1

It 15 almost a_re-tun of this hime last veal
when Woolwor ths took over Truwotths and
Casticwhipped o acquire Russell whtle

qu‘llfttétf was 1n the muddle of tilks will

sexecntives to start huymg shares an the

iy

oWn, compames or crcating pyramunds 1o

KR
SLOUpS

fu*‘!‘lln..
S PeneSlores was.one concern hore the

C T ﬂ‘then chairman and a fellow director hegan

mereasing their stakes from the 257, level
at'that ime The Ackerman family took
similar action with Pick n Pay shares

. Others'to be mentioned 1n the current
crop of suggestions mmcludeiBeares, Cheks,
Grand Bazaars and Harrowes Beates s d
fairly well run company tightly etiolled

___zby.the Beare family who show little sign of
~ wisiung to relinquish the rewms Should thev

.y 14

— s chdnge-thewr munds, SA Brewerles 4mong

— i

™

_—— ATl

— ar

; ,,Ti | B ] AT XX CACET LEAUINY 7w "y | " ]
R ;rLJzzigxicxng*tEth"In—tne SNoTT Ioan section ‘of ‘Leslie Library and dis- ACRI
. uting selected prescribed articles, you are strongly advised to 25

make the fullest possible use of the Library. It would stand you in .

-whon K rsh mad

A

“nghersacould make an offer

L]

« Q}lclgsjfxs rur by Jack Goldin who speaks
- Cover 50% of the stock e s said {o have
S ecewved somethimg of a shock last vear
e 1t clear he was interested
efenswve deal, apparently

Atlierman, was explored

Py b

in “buving A .«

i »

with Ra¥mpnd

_  bitatfailed to.come off

%, Grand Bazaats also suffered an unpicas-

2 ant sirprise last year ywhen Max Sachai

[

' controlled by. the familv who are believed

the "cousin of chattman Manual Sehar
disposed of his 409 1 the company to Jdn
umdentified buyer Manual Sachar then st
up a pvianud company o hold more than
‘509 of Grand Bazaars' equity and his fam-
11y 1n turn controlled over hall of the pvrd-
mud’s shares The ownel of the 107
remains hidden behind & nominee name

o Harrowes 1s anolhier compans tightly

to acconnt {o1 some 60°¢-70 o of the shares

good stead to attend an orientation course conducted during the first

i

The chase hots up &

One Johanneshurg stocl.broket has made if
plun for ~ome hime that he s blus o on
bohalf of a4 chent, but the farmiy hive
Jiow 1 no <1gn of hemng intercsted i selling

Yer tight control faaniv or ofherwise as
not g antor for the fonture The latest

eventen the mdustry have shewn that «uc-
ce~s or tuhire 1s qudged by the prolitability
of the proups fhougn other factors like
‘rendefups plav thier pard

At bottom if the minapgement ol a com-
pirs ounable to come up W th U profids
the ot 1= vubiier able Bt vhe prozes fon st
ccrs could be plentitul For the retaihng
mar ket 1¢ one that s expainding with the
prowvth 1 population anit rising hlek hiving
cand vd s ultimate bounts will not he
oreded by vhe vienssitndes of business ev-
(les, althonpgh 1 the immedhate future
prowth mu be redtncted a4, the economy
cools Catamly the mar groups will be
unable to sust un the growih of the past two
years o1 so when 40%c e ases were not
U O1Inon

Flreny «u the tmmedinte prospects are not
that had Groess natinal produet may grow
40 ouly around 2o thie vear That mews
current hapel v <tandards waill be 11 un
(uped They won t decdme 10 widels e
pecte 1 that the hvp ponar! ets and groups
pifehmg at the oy ec end of the market
conld well show profit increases mn the 10-
pon of 70 .

The ve it hepan with a blaze of activits 1n
the haree of John Orr long an indifferent
petformer although this s partis a hang-
over 11omn the Jast tour months ot 1081 Of-
ten the suhjeet of {akeoyer rumonrs the
(harer suddenly became heavily sought
atler on the <loch exchinge Suggestions
abounded that an unmidentified concortinm
was steadily bnlding up 1 vake

D1 N Labuschagne the ehanman, and
other members of the Orr famuly rapdly
took detensive mesures Thev persuaded
Garheks a rnval store group to part with
it 154 of Orr s, This took the familvs con-
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trolling ot to over the 507 level Juss
Low fitm ¢ wh oanet of parncular parcels
af ttorl 1S pem uns an open guestion
There 1o ) intngung spret to the ded,
Orr s did wath Garhichs Laboschagne pomt-
od vut thes bad been friend fin veais eves
damng some yont buving ‘

bait {he Jatest desejopment 2t Orrsas i

announdc ement ot the forthconming closimn 2
of the group s most jamouns store the onc
Vit Street Jolbmnoeshrg or yedars.ds

v the the hup ool the compans ]‘amw-{at.f._,

L —

Me e of a4 oolonol Mol )
The logical workangs of the nHHlaet'EpLﬁr:

mdicated that Orr's mangement needec -

hie the hullet Said [ sboschagne sime

“The store s no longer a profitabie et

ull

fust hefore that news last week cAMeiar =

impressive displav ot busimess unity dir:
the hef, fierce hatile for Fdgais, ".-
Rreweries mounted a raid on Fdeon”

publicly-quoted pyramd company, wlnpr —

controlled the stores Donald Gordon o7
herty Laife and acting chauman of jued
cwtltly comniered with purchages that dsd
cont1 ol bevond SAB s reach |

Gdney Press the ehanman of Ddcurs=

whose fanudy onwns a upe stake -’
copip Ny was undergoing surgery i
U< when S4B pounced Imtially tee
was to acqune 25 . but so fast camie s -
ofters from mshitevons holding Edcons #ha
it svatched and anea for control

The nstituttens and other <harehdie=
could hardlv be blamed Fdeons pricessvc
RS betore SAR started Tt went to Ris
anud then R11 Tt was too goud (o befir™
catd ope storkhroher -

SAD ended up with 38 nd thetsuk
nf a lot of corfroiverss There werests s
who ~aid 1t hadfpnd toc much for whamz™"
anlv a nunonity holding winle other.s:
knowledged that it had to lay out a susibee
tral premium if it was ammng for con.x..

The move fits into S AH « long-termre- =

epy of entering the retail field mssis
alreadv controls Ok Bazaars and’'lasvewe-
hought Scotts -
SAB 18 Imghly regarded Esen i
Rellamsy manapng director of Iiciggraﬁ‘r‘w“‘
Leportediv sad to be easonablyv’hape =
the ptospect of hemg part ot the graw
Reliamy however probably-@imnen
realise how loval Gordon is to Presses.
(wo Bave been associates tor 12 o
which 1 the period Gordon has'h o=
Idcon's board ) |
With this illness of his Tielt T haditn-~
comething special to protect him 1°hS
somebady does the «ime for me sOMe
THOrC 15 ~0me sentiment i husmess
don savs no doubt remembelin -
takevver of Fugi
Bul he also stresses {here weredy
mare compelling motives As chairm
Liffetty Lite and a duector of kngeor’

o

£,



oY

B

-had an obligation towards hus policyholders
and other shareholders of Edcon The hoard
of Liberty Life, already an owner of some

9% of Edcon and 6,5% of Edgars Stores,

. was persuaded that RI250 for Fdeon, a
quality stock, was too cheap Control could
nave been’acquired by buying 51'¢ of
Iodcon which 1ep ekented only 25% of the

- Lffectwe total equity of the group, and Li-
berty Life would have been faced with its

v large mnvestment locked mto the operating

' company - 'In any case most institutions fike
Libes ty Life are'flush with cash ard more

- "Htﬁ,’:ELStE"d  growth equities than money
) ‘*Amﬂgglesswe buying spree f{ollowed

: *vhlc}h }eft Gordon and the Press family he-

Gween: them sitting on 50% of Edcon, and
Z}EAB with a strategic stake

+ % As for the future, the suggesiion 15 thaf
“énce the dust. has settled and Press re-
Lurned nm Hbl oad, the thi ee sides will sit
*‘l{gm and attempt t{l work out a price Gor-

.+ dn id-in.the I appy position of being able to

*decide: to, whom ultimate control will go
“Her will have} to choose whether m future

.uhe sharehn]ders will be best served by his

1&11(:1 S dhew,f or SAB's managers
aB},f,_ ,m:mt: ast,” the Greaterman’s story 1s

ﬂbmit the price of faihmne Isaac Kaye and
" Dusty" MlILer took over the group from
nrm}Ierhpr family ahout two vears ago Ini-
-*tmlfywthey appearcd to have some success
" pulhng (hi company right

- TI’llmr public conie-uppance arrived two
Weel{s *dg(}‘ with the announcement of
ureahermans .drop 1n half-veaily profits
Worse*t the final dividend for the yea
‘”{}Iﬂd probably be cut Clearly, something
Was wrnng with the way Greaterman s was
being run and new blood needed

Fedchem cxpiessed 1ts dissatisfaction 1n
. the ‘most, eafegnrm manner It put up for
sale 1487 30% stake i Griffon Holdings
(GI‘iElDId wluch owned aﬂiﬁ ’.1” interest 1
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Greaterman’s Stores Edgars immediately
hecame interested and started negotiations
with FFedchem to see if the basis of 4 deal
could he arrived at Kayve wanted Edgars to
come (o a decisior in a matter of days but
the Iidcon board sawd thev needed some twn
months to look al the comnpanv 1n depith So
IKdgais pulled out

This left the way open for Ku<h Kase
and Miller putehased Fedchem's 30% n
Grifhold and then sold 19% {o Kirsh
through a complex deal mvolving three of
his companies, kumet, Metro and Coky Cor-
poration, 1ssuing <hares and then placing
them with institations

Kaye and Miller retained 51% of
Grifhold and the announcement of the deal
said poantedls that there wis no change of
control of Grifhold or Greatermans Cynics
1t Ihagenal street could he found arguing
tieat control now lay etfectively with IGrsh
whatever the preecise nature of the
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The JSE, however, was satisfied there
was no change 1n ef