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| Sugar industry gets R46m

THE, Ical §iigar industry is set to
receive.a boost following the signing
of a R46m contract, at current prices,

pit

to supply, 48 000 tons-of refined sugar

a year to.a’ packaging company in
Botgwana, sources in the industry
said yesterday.

The ;10-year contract, which was
signed in December with Sugar In-
dustries, -a wholly-owned subsidiary
of the Botswana.Dévelopment Cor-

| I whul AsH ’

tion of our industry, Botswana has
been eager to develop a closé person-
al relationship with us.”

The deal will tie up about 4% of
SA’s 1,26-million ton annual domestic
sugar productien.

In the past, Botswana’s sugar
needs were supplied by Zimbabwe
but recent droughts there have se-

poration, will be ‘efféctive from the.f.verely damaged. its sugar industry.

start of the new season on April 1.
SA Sugar Association (Sasa)

national marketing director Frans

Oosthuizen said: “With the deregula-

The deal would be comipehsdtion °

for the loss of market share to Swazi
producers last year of the SA indus-

shot in the arm

Although Botswana would be buy-
ing the sugar at a discounted price,
the price was still better than could
be earned on the export market,
Oosthuizen said. @iﬁﬂtgw

In preparation for the new season,
Sugar Industries has moved its pack-
ing plant from Francistown closer to
the SA border at Lobatse and Sasa
has already sent one small shipment
to test the plant's magchinery.

“There are ng political repercus-

e

siofis and the Botswana operation is

using a Sasa brochure which empha-
sises that the country’s sugar comes
from SA,” he said.

try’s 40 000 ton Namibian contract.




(F sugar
:sector could beneﬂt from the forth-.
- corhing ; separate 11stmg of Cq Smlth
f«;Sugar, -sayr analysts 4o 8 -
“1: The'secibr, has siiffered from aflack ;
of actwrty;as only Tongaat one of the
three lrsteu sugar ‘egmpanies; m the
sector sees &s sharestraded regularly
, ,' L:tt!e; interest ‘has been shown in
A .Crookes recently and only 200 shares in
! Lonrho" Sugarl were traded: last:year,

The; CG ‘Stnith listing “could. stimu-
" late institutibrial interest in;‘both
Tongaatvand S,mrths” said a Fergusson
Bros, Hall Stewart analyst, ¥
L Howaver CG Smlth ‘Sugar would be
 theonly, pure sugar company,: Since
only’, one:third of" Tongaat’s,busmess
Wwas: sugar related ‘B DA - il
. Anothgnﬁ‘ analyst said the oG §xmth
Pshares,fouce listed, would trade?at a’
{mce to*earnmgs ratio of - 10, based on

?the j issug fprlce This compares w;th the
vsector S average ratio ‘of 9, 3: As ‘a Te-"
. sult thé?listing . would: be unlrltely to'!
o ongaat whose ratio ‘s ds at
ﬂO*B,‘he'“‘aﬂdeq F3/1192 5% o

: “The Listing shoul howevé draw
i at entlon"to a sector wluch peoplefare
undulyanegatwe -about,” he said: ‘.
“"Meanwhile; CG* - Shiith” "has’ Turther
; expanded‘ its' sugar interests: wrth the
' RS0m: acqulsltmn earlier this.week of
. the Umfolozr Co- OperatrvegSugar
Planters”mlll and refmery, gxakmg it
' the indpstry’s largest sugar” ‘pigducer.

:‘The move'was in:line with'the pre- -
‘dlcted [ pansron of the industt'y which -
 .should See ‘output increase by abbut !
K 300,000, ﬁs /during thenext fey’ye*ars
' Howeyer: rthei deal didinot: change the-
1ndustry 5" competfhve structure
' analysts sald ' y -




THE faf:e of the proposéd
Rlbn ko sigar mill
 éar Komatipoort depend-
&d_ i siiceesshil fiepotia-
| tions between SA and Swis
fbernifig initéfiia:

ights; siigai

Aid #rélafed” to these
ngi'lts woilld be the exaet
lgeatioii 6f ihé il and it§
W thé Driskoppies

 atid Maﬁﬁgd & Dapartiméent
of Watsr ‘Aftais §pokes:
_Hiai gaid.
. The: .projéet Woiild fiot
<Only affect 340 sigar cane
farmers; biit also the eco-
héicy élllﬁ'éte of the Ot
derbérg aréa_and Ka-
Ngwane the ‘Transvaal
, ugar" dorporailon (TSC)

Gﬁe*-thé. agieeine
- beetisifiica, possibiy i the
\ firgf‘ﬂharter of th:s year;
+ eonStrietion of the.mill aid

* the dams would Eo ahead it

gaid; ot
| The Drlekﬁpples Dam
"

fit iiéd“

"partmeflt’s Paiil |

bordering Swd la nd;
shisiild take abbut six yéars
to complete; while sililing
Woiild start ifi_abaiit £hree
yéars Kl

The Magugii Dam would
essefitially be iised for oth:
er CFops; accordifig {6, the

C:

%

Rembrandt-owned, Tsé
woii the Highits {o biild the
Stigar mill i July 1 last\year

TSC spokesinin Riaan
Piefaar siid the total pro-

Ribh, of Which bétween
R24ﬁm and Rsoom Would

The mill’s estlmaf;ed ait-
hiial produection woﬂlﬂ bé
130 060 tons, reguiring
30 000’ hectares of.: - Ganhg,
P:enaar said.

“Logal farmers 46 ex
pected to change; crops
g?é:ﬁ the sigaf mili‘is via-

The Water Affafs Des
R0berts
_séid tHe enivironie; {:al and
' §ocial; d8pects sirf Siiniding
' thé thill iad beer given pro-
findfiee by TSG»and 'his dé-
partifient: L

' Roberts said there hiad
beéii o, Fésl probleme with
envaronmenfal 1 grolips




‘1 ISt;g‘alr oversupply
WORLD ' production of
\sugar‘will:outstripgcong
| “sumption in 1991-92"foF
‘the;third. season, run-
. Bing,. commodity. ‘trad-
ers ED and F Man Ltd
predicted jn London’
.yesterday.( =2 {
., The company fore~
_ cast, production. in the,
gear. from " September
11991 to August 1992 at
113,054-million metric
- tons and consumption at,
- 111,471-million. - Output
}asi season Was estimat-
+ed fat’ 114,120-million
tons and consumption 2
110,326-tnillion, {laach
REPORTS:" Ruainasa *Oay_Repgrier,

. AR-DJ, s=pa.-zq:. 1’
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Smith Sugar lis g

PABULANI SIKHAKHANE

THE listing of CG Smith
Sugar next month has not
raised any great. enthusi-
asm among stockbrokers’
analysts, even though the
company’s chemicals inter-
ests are expected {o gener-
ate faster growth this year
| than sugar.
- They are cautious about
the share’s valuation be-
cause sugar, the group’s
core business and-its big-
gest profit contributor, is
highly cyclical. Last year
sugar provided 75% of
Smith Sugar’s taxed profit,
chemicals contributed 12%
and warehousing and distri-
bution the remaining 13%.
Smith Sugar will be list-
ed on the JSE following the
offer of 39,55-million
shares, or 30% of Smith Su-
gar’s equity, by parent CG
Smith Foods to its share-

holders. The company- has.
forecast earnings of 58c a-

share and a total dividend
of 23c for the year to Sep-
tember. The company says
most of this growth is ex-
prcted fo come from non-
sugar interests. '
These forecasts place
Smith Sugar on a forward

8,9 and a dividend yield of
4,4% against the sugar sec-
tor's historical average of
9,5 and 4,1%, respectively.
However, some analysts ar-
gue.that though this indi-
cates the offer is finely
pitched, the index may not

weighted ‘heavily towards
Tongaat-Hulett which gen-
erates less than 40% of its
earnings from sugar — the
rest is derived from less cy-
clical, building supplies,
aluminium and food.

" Frankel Max Pollak Vin-

price earnings multiple of -

be the best benchmark. It is

=
(US cents/lb) Sugar price
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80 91 92

derine analyst Teigue
Payne says the sugar sector
is determined largely by
Tongaat-Hullett which cur-
rently trades on 2 price to
earnings ratio of 11,7 and a
dividend yield of 3,2%. He
says due to sugar’s high cy-
clicality, Smith Sugar’s rat-
ing should be downrated.
Ed Hern Rudolph’s Syd
Vianello says Smith Sugar
should not be held as a long-
term investment. The
group’s profitability has
been declining for the past
three years. For instance

. the forecast pre-tax profit

of R111,919m for financial
1992 is still lower than
1989's R120,479m.

That earnings have
grown since 1989, says
Vianello, was due to a
lower tax rate. The effec-
tive rate dropped from
38,9% in financial 1989 to
266% in 1991 because of
c¢apital spending allow-
ances and is expected to
drop below 20% in the cur-
rent financial year. An-
other rate cut will arise
largely from accelerated
depreciation of the Umfo-
lozifmill’s revahied assefs.

Smith” Sigar chairman

>

-_—

Glyn’' Taylor says his com-
pany’s drop -in operating
margins was a result of de-
clining world sugar prices
for thie past three years and
temporary setbacks in the
chernical division.

While the, chemical divi-
sion)/ setbacks’; should be

there is still” uncertainty

about world sugar prices,

Graphic: LEE EMERTON Source: I-NET

overcome inthe short term, *

which are currently below
$200 a ton compared with
$357 in April 1950.

“Market prospects are

more difficult to predict be-
cause of changes in Eastern
Europe and the unknown
outcome of the next round
of GATT talks in Uruguay.
Expected production prob-
lems in Cuba could be a
positive factor, but there’
are still too many other un--
certainties,” Tayior says.
! Sugar consumption in the
domestic market had also
been declining for two
years until 1991 when it
grew by 5,7%.

A huge chunk' of this
growth eame froem industri-
al consumption which grew
by 8%. Industrial consump-
tion constitutes 33% of total
domestic sugar production

-while household consump-

tion accounts for §7%.

Payne says household '
consumption has been:
growing at a far slower
rate.

He adds that in the indus-
trial market, sugar is fae-
ing competition from
maize-based glucose which
is produced by Tongaat’s
African Products and Tiger
Oats’s Universal Products.

Taylor says the sugar in-
dustry is constantly keep-

-Ing an eye on sygar alterna-

tives and in recent years
had been able to win back
market share from glucose,
“The sugar industry offers
incentives to manufactur-
ers and .the -price is also
fixed at’a leyel which will

' dissuade ‘therii from using '

glucose.”
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THE sugar industry is to.lend nearly
R2m to growers supplying indepen-
dent sugar miller Entumeni, as’the
miller defaulted on its November and
December payments to the growers,
says an industry spokesman.

About 100 growers were owed
maoney for December cane deliveries,
while 190 had not yet received pay-
ment for:November deliveries; SA
-Sugar Association (Sasa) executive
~.dirgetor -Mike Mathews said in_ a

statemerit at the weekend.

As many small growers deliver
their totalq:‘;gp:ex production in one
~ month, “the voutstanding - payment

'

Ly

I

lend cane grower
‘ i)f' - 3elaz S 1 ing indeperdent sugar mills: -

PAUL ASH

represents a large proportion, and in
some cases, all of their income for the
1991/92 season,” Mathews said,

Some cane transport contractors
in the area had also not been paid, he
added.

Sasa started paying out loans for
November’s cane deliveries last
week. The loans/are subject to inter-
est and are secured by future Crops,

'Fhe- area- around: Entumeni- mill,
north of the Tugeld river, supports
aheut 1 800 small growers who supply
30% of the cane delivered to the mili.

Entvmeni is one of the last remain-

- A

s R2m

¥ ﬁ 1
it became evident the milltﬂ.'o‘wners

could not meet their paymahts.

Sasa’s statement did not address
the reasons why Entumeni had de-
faulted on the payment for deliveries
of cane.

Approached for comment, a Sasa
spokesman refused to give further
information. .

However, Entumeni owner JP
Henn said the mili had beer; running
at a loss of R2m a year for the past
three seasons. ‘

Henn said Sasa, the growers and
the mill had begun negotiating ways
of reselving the crisis.
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(3) Sugar

SUGAR INPUSTRY e
“EM A1 q e
Helping small growers

In an unprecedented move, the SA Sugar
Association has provided bridging finance to
290 small sugar farmers to cover the nonpay-
ment of cane deliveries in November and
December to the Entumeni Sugar Mill.
The association stresses that the loans,
amounting to R2m, are strictly a business
arrangement; they are subject to interest and
secured against future crops. Nevertheless, it
demonstrates the increasing importance of

- i 0

small growers to the association. There are

39 780 in the industry and it is estimated
there will be more than 10000 newcomers
this season.

Association executive director Mike
Mathews estimates that 30% of the cane
processed by the mill comes from about
I 800 smali growers in KwaZulu who culti-
vate plots averaging 2,5 ha. The balance of
the cane comes from about 20 growers who
have quotas from the association.

“About 290 small growers are owed mon-
ey for deliveries at the end of last year.”
Small growers, he says, are vital to the stabil-
ity and prosperity of the area and many
deliver their total cane production in one
month. So outstanding cane payments repre-
sent a large proportion — all in some cases
— of annual income. “The nonpayment of
cane proceeds to growers has caused distress
and hardship. Emergency action was called
for when it became clear the millers couldn’t
meet these commitments,”

It is understood that growers were offered
a deal involving equity in the mill in lieu of
payment. This was rejected.

Mathews adds that in many instances,
cane transport companies operating in the

area have also not received payment,

Entumeni Milling, which runs the mill,
has links with the Pretoria finance broker
Rouxfin, which in turn is associated with
Pretoriz Bank. The bank was placed in cura-
torship by the Reserve Bank in July at the
request of its directors (Economy & Finance
December 20). Neither Rouxfin nor Entu-
meni Milling could be reached for comment.

The mill, onc of the last independents
operating in SA, is near Eshowe in Zululand.
With profits eroded by the conversion of
canelands to timber production, it was sold
by Premier Miiling in 1988 to a syndicate of
Transvaal farmers.

They intended to dismantle the structure
and re-erect it in the eastern Transvaal.
However, those plans were serapped and the
mill operates under the auspices of Entumeni
Milling.

Though the mill’s annual capacity is about
350 000 t, it is believed that it processed only
216 000 t in the 1991 season. For millers the
problems are far from over. They face an-
other hurdle next month when they are due
to issue retention payments — advance pay-
ments made to growers of 10% of the value of
their cane for the season. |




‘ the last day for shareholders to.
1 expect that the shares conld:iopen
- hold at around 500c. - i

., Fergusson Bros analyst Rich-
.est in the shares is misplacef] giv-"

St PR L

‘yestments in the chemicalifield
.tlon,” Price said. -

-peared to take note only of -the
! internatiopal traded price of su-
-gar which did not troly represent
.the price recelved by millers and

. growers in SA of elsewliere,

6 SUGAR makes its debuon’

" the JSE today, but support ffom

Cape institutions has not Been
matched by Johannesburg inyes-
tors who have been disposing of
their rights to take up sheres.

The sell-off through the market

pushed the nil paid letters down

from an opening high of 70¢ to le
before risizg to 2c yesterday on

register to take up thefr rights at
520¢ a share. Analysts therefore

and trade today at a slight:dis-
count to the issue price but should

ard Price said: “The 1ack of Liter-

«*While earnings expec
over the next two years are fairly
muted, this is partly because in-

have yet to make a full confribu-

. He added that the market ap-
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Adding a little spice @so-

Diversification offers a neat earnings spread against world price uncertainties

Sugar counters, lacking much investor inter-
est in the past few years, are perking up.

First came a surge in the Tongaat-Hulett
share price — climbing from 2 050c at the
beginning of the year to peak at 2 300c in the
middle of the month. At about the same
time, C G Smith Sugar returned to the board
after an absence of more than 10 years.

Fresh interest in the generally lacklustre
sector seems to be coming on the back of
news that both main players are taking a
hard look at their mix of businesses. Some
analysts are now seeing good long-term
growth potential for both.

Tongaat-Hulett has commissioned Ameri-
can management consultants Quantum As-
sociates to examine the group’s investment
pottfolio. Group MD Cedric Savage says the
final report is now being considered before
going to the board. “We are looking at fo-
cused options,” he says. “By June or July,
investors will have a clearer view of the
group’s future direction.”

Savage says that while the re-examination
of the portfolio should not materially affect
the sugar division, there could be significant
changes to the 24 businesses in different
industries grouped under Tongaat-Fulett’s
six divisicns. In addition, he says, internal
task forces have been examining specific
business opportunities and rationalisation. In
all cases overheads are being cut.

Quantum has a good reputation in SA,
having completed work for at least three of
the big industrial groups. It remains to be
seen what decisions Tongaat-Hulett will take

on the report. But with Savage now bringing
a fresher management style to a group with a
stodgy reputation, investor interest could in-
crease.

Tongaat-Hulett has always shown great
promise — but never quite lived up to ex-
pectations. Its wide diversification — with
interests in sugar, building materials, food,
aluminium, textiles and starch and sweeten-
ets — should be a strength. In theory, poor
performances in one division can be carried
by the other divisions. This happened last
year when solid contributions from sugar,
starch and sweeteners carried the losses in
textiles and poor perform-

of 520c, should liven up the sugar counters.

Smith Sugar also comes back to the board
with news of new developments. It is buying
the 140 000 t/year Umfolozi mill, a R90m
investment to be partly funded by the R40m
raised for the company in the pre-listing
rights issue.

The new mill will be Smith Sugar’s sev-
enth compared with the five, generally larger
ones, owned by Tongaat-Hulett. This makes
the competitors more or less equal in terms
of total preduction. Together they should put
out a shade under 2 Mt of the sugar indus-
try’s estimated 2,3 Mt capacity this year.

Smith Sugar is also taking

ances by brickmaking and
aluminium.,

But the company’s in-
volvement in so many cycli-
cal industries often means
that when profits in half the
group are rising, the other
half is geing down. For this
reason, Tongaat-Hulett was
disappointing during much
of the Eighties. From mid-
1982 to mid-1991, the share
price lagged the JSE Indus-
trial index.

Now its main competitor
in sugar is back on the board
«— and Smith Sugar, despite

Vdisappointing first-day trade
in its shares, which early this
week were selling at a 5S¢
discount to the listing price

| Tongoat-Hulett’s

a critical lock at its invest-
ment mix. It has plans to
reduce its exposure to sugar
to about 60%, at the same
time raising profit contribu-
tions from the chemicals,
warehousing and distribu-
tion arms of the company.
Smith Sugar has invested
in two new chemical plants
to produce hydrogen perox-
ide (a joint venture with
AECI), and dimethyl ether
(DME), an ozone-friendly
acrosol propellant. Both
have so far been slow in find-
ing markets, though execu-
tive chairman Glyn Taylor
believes in the prospect.
Other new sugar-derived
chemicals are on the draw-
I R
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ing board, Taylor says, and if they prove
commercially viable, will boost the chemi-
cals division.

The remaining two companies listed in the
sector — Lonrho Sugar and Crookes — are
the closest one gets to a pure sugar invest-
ment. But the shares hardly trade.

SA’s only other big sugar producers, Rem-
brandt’s Transvaal Suiker Beperk (responsi-
ble for just over a tenth of the country’s total
producnon), is not listed in the sugar sector.
It is indirectly listed in the industrial holding
sector under Hunt Leuchars & Hepburn,

Of the big companies, Smith Sugar has
the biggest exposure to sugar, with about
70% of profits coming from its growing and
milling activities. As such, its shares will
probably be the most volatile in the sector
and, when the world price does one of its
periodic swings, quickest to move.

Tongaat-Hulett is much less reliant on
sugar, with the sugar division currently ac-
counting for about 37% of net profits, But
this remains the core business, being the
principal contributor to earnings since the
Tongaat-Hulett merger in 1982, with the
exception of one year when the aluminium
division showed the biggest profits.

With the listing, C G Smith Foods’ inter-
est in Smith Sugar has been reduced to 70%
after being a wholly owned subsidiary. Now,
with share prices infleenced in no small part
by the vagaries of local weather conditions,
and, internationally, the politics surrounding
the world sugar price, sugar counters seetm
worth a reassessment.

Both Tongaat-Hulett and Smith Sugar
export about 43% of total production — high
by most world standards but nevertheless
leaving both companies with a reasonable
domestic market base. By comparison, Aus-
tralia exports about 75% of total production.
This is where the volatile world sugar price
can be an important factor.

That price came off a peak of around
US 15¢/Ibin May 1990, and has been hover-
ing around US 8,5c this year. With the disso-
lution of the Soviet bloc and worid preduc-

| World productmn vs
world consumptlon

86/87 87/88 86/89 89!90 20/91 91/92 ;
[ Estimate Source: E D & F MAN
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tion outstripping consumption for
the third consecutive year, pros-
pects for the world price don’t
look encouraging. But the world
market is extremely hard to pre-
dict. Any new developments
could move the price quickly.

The near collapse of the bi-
lateral trade agreement between
Russia and Cuba, foliowing the
collapse of the Soviet Union, is
one such development. Cuba
historically exported 3,5 Mt-
4 Mt to the former USSR. With
its econmomic crisis, Russia has
taken only 500000t so far this
season. Thongh Cuba’s produc-
tien is down, it could dump 2 Mt
on the world market.

It is also expected that some of the Cuban
surplus will be dumped on the Far East
market, which in turn is the SA sugar indus-
try's biggest outlet.

Tongaat-Hulett Sugar executive chair-
man Dick Ridgway says that, on balance,
there is little to indicate a dramatic improve-
ment in the world price in the short term.

Smith Sugar’s Taylor is more optimistic:
“Some of the Cuban sugar is entering the
former Russian states at world prices. The
Cuban industry can’t cope with world prices
because the bilateral price was more than
double current world prices. The Cuban in-
dustry is notoriously inefficient, having been
feather-bedded and centrally controlled atl
these years. Many of us think Cuba could
have difficulties with its exports, and there-
fore the world price could turn up again.”

Taylor does not see this happening soon
but says it may occur in a year or so. “During
our threc—ycar plan, we see something of a
recovery in the world price, and on the basis
of only a moderate recovery — 20% to 25%,
nothing in world price terms — our bottom
line will increase well ahead of the inflation
rate.”

Smith Sugar’s earnings grew a disappoint-
ing 6% in the last financial year, with aver-
age return on assets and shareholders’ funds
drapping. But Taylor points ount that average
annual profit growth has been around 28,5%
over the past five years, including last year’s
weak performance.

He adds: “We haven't got the market t0
start harvesting our investment in chemicals
but we are quite convinced it's there. Both
are taking longer than expected to contribute
significantly — hydrogen peroxide because
of the recession in the textile industry and
DME because we've got to convince people
it’s a better propeilant than butane, after the
rush out of CFCs.

“Those two will come back and our mar-
gins will be restored. Our policy has always
been that chemicals will be our diversified
arm, so as to get away from droughts and
world sugar prices.”

Working in the company’s favour is the
deadline for the Montreal Protocol being
pushed forward from the year 2000 to 1995,
giving signatories, including SA, three years,
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and in the case of some European countries
less time, to get out of CFCs.

But while Smith Sugar remains the coun-
ter most exposed to the world maket for the
next couple of years, it could also be the most
interesting. “Our share pnces should fly if
the world price moves.’ ‘

Tongaat-Hulett group results at the inter-
im were also disappointing, with earnings up
only 4%, following a dip of 19% at the 1991
financial year-end. In the longer term, Ridg-
way says, the sugar division has implement-
ed strategies which should ensure adequate
supplies of cane to the turn of the century.

This will enable Tongaat-Hulett Sugar to
take advantage of the considerable econo-
mies of scale inherent in its large sugar miils,
This includes a R40m irrigation develop-
ment in the marginal Heatonville area of
Natal, which will provide 450000 ¢ of irri-
gated came to Tongaat-Hulett's Felixton
Mill.

Both Tongaat-Hulett and Smith Sugar
are benefiting from substantial reduction of
the R327m industry loan taken out in the
late Seventies as price support against the
then weak world market. Next month’s
R29m payment will leave debt at R58m, to
be repaid over the next two years.

Despite big investments in some divisions,
Tongaat-Hulett’s debt:equity ratio was a
comfortable 19% at March 31 last year.
Smith Sugar was mere heavily borrowed,
with gearing at 67% at September 30, but
Taylor points out that this is a period when
working capital demands are high. “Stocks
are acquired by the SA Sugar Association at
the end of March, which will reduce our
gearing to about 40%," he says.

Are sugar shares worth following? Both
are serious about improving their business
mix and have invested substantially in ex-
panding and balancing activities between
sugar and other industries. At current levels,
the shares could offer good growth.

But a lot depends on the right business
decisions being taken now, especially for
Tongaat-Hulett. Exposure to sugar can
make the shares more unpredictable than
most. This can, of course, work both ways. If
we get a year when the local weather and
world prices combine favourably, sugar
shares should take off. Staun Hartis

oo S —
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SUGAR INDUSTRY
Tongaat shows interest

Negotiations hegun in earnest this week on
the future of the Entumeni Mill near Eshowe
in northern Natal, which was the subject of a
provisional liquidation order by the Durban
Supreme Court last week.

This followed claims that the mill owner,
Entumeni Sugar Milling CC, was unable to
pay R2m owed to 300 sugar growers for their
November and December cane deliveries
(Business & Technology February 7). Many
of the growers are small operators, farming
just a few hectares, and depend on these
deliveries for much of their annual income
— in some cases, for all of it.

In an unprecedented move, the SA Sugar
Association stepped in and supplied bridging
finance to the growers to see them through
the next season. Now, with Entumeni facing
closure, efforts are under way to either res-
cue the mill or arrange for the growers to
have their cane delivered to another mill.

Mike Mathews, the association’s execu-
tive director, confirms that several options
are being considered, though he declines to
elaborate. “Our aim is to help the people
involved, including the 350 mill employees
and the growers. However, this must be done
in the context of the sugar industry being a
commercial operation,”

The company most likely to pick up the
pieces seems to be Tongaat-Hulett Sugar. It
is well placed either to absorb cane ear-
marked for Entumeni, through its nearby
Amatikulu mill, or to take over Entumeni if
it believes it can restore the mill to profita-
bility.

Tongaat chairman Dick Ridgway con-
firms that discussions are under way be-
tween the court-appeinted liquidators, the
association and Tongaat to assess the viabil-
ity of Entumeni.

Key considerations would include:

O A good price being negotiated for the
mill;

1 Whether it makes sense to overhaul the
mill, which is reported to have been poorly

o

“SGoy

.maintained for several seasons; and’

0 Whether sufficient sources of new canc
can be identified o make it worthwhile keep- *
ing Entumeni open. The volume of cane
processed by the mill is understood to be a
third down on its peak production of
350 000 t a year, largely because of the con-
version of cane fields to timber plantations. ll
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Second highiest annua] |

Sar erop. predicted. .
PR;E:fIfORlIA'i— SA’ssugar crop for the 19911999 Season is
! forecast ' to; yield ‘about 2,29-million tong —_. the second °
- highest'in the history of the industry, el
" The SA SugarAssociation tolg the Agricultura] Qy;. .
l,ool;](;‘onference_pr‘i Friday that cane Production- had *
increased steadily- wity estimates for (he Past season
rlsing,'resulting in a 20,1-million ton ‘crop, R
" *'The good Cane/sugar ratios of about 8,76 tons of cape to ¢
one ton 6f sugay and a higher average sucroge content of :
. 13,04% contribyteq 4, the excelient crop.: et

915 000‘t0ns_for‘export£-' P T
., Smalligrowers, making up 11%: of tota) production, -
- have]also. ben‘eﬂtgd“frqm the bumper haryest with ton- :
' "nagg’déﬁﬁeréd to'mills20% higher than in the 1990/1991 .
- 'Season, . TR e Wt s i

Rmipg-,intemai\:iqpal stock levels hiave placeg consider-
able ‘pzes.-;uré,m_: world pricés anj ‘Coupléd with. 5 rela. -
tively s_tx:qnger; rand, S$A Sugar exporters earned aboyt ;
R40m Jess: from exports than in’ the' previous-season
despite,;,hjgl_qer tonnages‘:shipﬁejd.n TR
At;_the,heginni‘l;g of the current 'seasoq the'spot sugar -
Drice was Aquoted in New York at 90 poung, peaking in
July af'1075¢ énc;n ifting. ; ‘
gtwég‘n‘ 8,8¢ and

unlikely; there. wil] pe anycéignxficant;ihcrease in.export
earnings, . Sapa, . L : D
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’ e Sugar wants yes vote
Y MDURBAN ‘SA Sugar Associa-

"'tionjexe "y.tw eidirector Mike

T
-
i
|
|
i | Mathews sdidi yestefliay. the as-
| ﬁJ *speiation Supported a “yes”
i ,(,vote.,Mr \Matliews ‘outlined the
Cob unphcatufus of ‘& “no”.yote as
v dhthe ‘re-iinposition of: sghetions
! Nif ‘and the probable of sugar
| ‘1‘" Mexport markets. %s .
¥ 4‘;}3 : :l_l [
Nk "
) — vs R . ‘
Ié’l‘!"‘s}‘ : \.: A ‘;; : f “‘?‘{" *




| Rains give sugar crop”
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good start — report::
0} iy \r‘\q‘ﬁlenenn'n JENSEN @5"‘5‘\{ T‘
rains and near perfect dwing condi- ‘

EARLY summer
tions have given
start, according to the $A Sugar
sented recently to thg}g;hgricultur
Pretoria. o

The report said December was
the normal rainfall pattern cont

the 1992/93 sugar ¢

rop an fexeellent a
Association report pre-;
g Outlook Conference in-

dry in most areas, butif;
inued through the criti-

cal growing months of January and February, the ¢rop;
should be “very - .
good". " ‘rotal cane/sugar production M

o
atric lons
2500 -

000

" The industry
predicts that the

1 1092/93  crop
should at least
reach the level of
1991792 produc-
tion.

The harvest' of
the 1991/92 sea-
son was -10%
more than the
previous season's.
Small farmers
experienced the
increase in tonnage.

This growth was du
gramme ‘proposed
within a 30km ra

~
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Q
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tion by 300 000 tons over
gtemming from the progr
market.

The report
the SA $ugar industry in 20 years
clearing of
new mill in

The 14 000 ha require
seasons, raising the {ot.
420 000 ha.

d

The 1992/93 season will see ne
which whe
will raise the total area -

for three mill areas,
expansion of smaller producers,

e to the industry’s
in 1989 to deregulate small farms
dius of a sugar
The programme is;expected to
the next five years.
amme is destined for the export: -

ntarnational D,Naﬂuna‘- -

85/ 86/

871 89 99 9U/ 91/
8s &7 88 88 90 91 o9

*Eglimete

“ Graphits LEE EMERTON Sourcs SASA” .

x

fastestgrowth, showing a 20% ”
n

expansion pro:-

mill, the report said. v
increase sugar produc: =
Production,

will be developed over two?d,
al area under

cane to about
w allocations of guota -(':i
1 combined with the .

under cane
An oversupply in

increased world pro

unlikely that sugar
current level

to about 390 000 hectares for the season.

of 0,00 a p

the world sugar market, owing to "

duction in 1990 and 1991, makes it

prices will rise much ahove the
5

ound.

However, SA has not had to curtail its export produc- “'

tion, having recently regained its
—

US quota.
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step further with the tabling in Parliament
earliet this week of the Sugar Amendrent Biil

The Bill proposes a transfer of power o
regilate the industry ffom the Trade and Ii-
dustiy Minister to SSQiit' Afrjean Sugaf
Association (Sasa). “ , _

"The Bill provides foF an ineteass if the mazl-

jauin fines from B2 000 to R100000 for the
coiitravention of the sugar industey agreement:
§asa's Hans Huckmanh says sugar eane
gowers and imillers hiave to abide by the sugar
dustey apreefent if they W h to enter the
IHGHStEY. ij Lgf} 1-
. cAiong other things, the sugar IRGUSEFY
ahpesment provides for 8584 to admtnister &

A
"t ppice systémm, (for ioeal find export BUERP
ool g st

THE deregniation of the:sugar idustey taajé;v‘a-%;’-‘,%;@}

I @ Bep' Page 10

e e

Bill spells changes for sugar industry

L_ﬂ_‘_ Business Day feporier l

the national market and the disposal of exeess
511%?’&‘ il the export maikets,

hie agreement aiso provides for 8asa to pool
and distribute the propeeds from SUEar and
“olagees to farmers and the sugaf milling

cofpanies:

T Bill will implemient the decislon on dere:
giilation taken in 1089: This will make it easier
for small growers o enter the industry.

Haokinatin Said that prévipisly Browers had
to apply te the Sasa hoard for a quota befere
they could enter the indastey. 1n terms of the
derepulation paekage. small eane groweis liv-
ifg Within 8 B0k Fadius of a fill ean Aegotiate
direetly with the millers

A

o




Dryas,%asogsl7 _%?ay curb su rgidgi%,tgut
EXCEPTIONALLY . drf. shrlfions [t orter ]
during, the past thiee months would — = Toporter
have a'significant effect op pext 28 have lost Jarge proportionssof their
S0n’s (1992/93) sugar Cane production crops and face replanting pro-
giilggeyg?eﬁ;;m Talns, it was pre- . grammes should the crop roots he
S onLeraay. ‘ damaged. Other sygar cane ¢crops
Tronically, the Sugar industry’s pooo gegun to deterigorate.- FroBs
recent report to the Agricultural Out- : T, 1
look Conference in Pretoria tolg of a , Onan industry level, it Is difficult
or the 1991/02 gea. 'O quantify the overal] effects of the
son, harvested before Christmas 1991, dry conditions. A better assessment
For the forthcoming season, which  Will be possible early in the new sea-
starts on April 1 1992, the outlook i SO Sugar cane crops noes goodrains
gloomy. Parts of the industry haye 1IN Jamuary, Pebruary and Mareh,
been, devastated by wesks of:high' /' Sapateports the Consumer Council
temperaturés ang humidity, e WityEsterday appealed to-tlie SA "Sugar

In certain areas of the Natal north _, Association not to increase the price

coast and KwaZulu, several prowers :of, Sugar this year, |

near record crop f
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SUGAR INDUSTRY
Sweet and sour

While the sugar industry may be toasting its
recently harvested bumper crep, the poor
early-season rains have already dried up any
hope of a similar celebration next year. Com-
ing at a time when there is a depressed
international sugar market, this could preci-
pitate domestic sugar price increases.

However, the dilemma facing the sugar

.industry is that local sugar consumption
seems to be declining. Barly indications sug-
gest that this year's sales will be about 1,7%
down on 1990-1991, though the sugar indus-
try points out that was an exceptional sales
year.

The SA Supar Association estimates that
the domestic market will total 1,37 Mt this
year, leaving 915 000 t available for export.
However, rising stock levels on the interna-
tional market have depressed world sugar
prices. Though they peaked at US10,75¢/
pound, prices seem to have settled in the §,8¢
to 9,1c/pound range.

The association says this, together with a
slightly stronger rand over the past year, has
more than cancelled any advantage from
SA’s increased export tonnages. Export in-

T 33— (ZISAGT

30

i

st dt At A
b o]

. more cane 1o cut

come has been reduced by more than R40m
and income per ton has fallen by R200 com-
pared with the 1990-1991 season.

With these tough trading conditions, the
depressed outlook for growers in the coming
season, which begins on April 1, serves only
to intensify the industry’s problems. The
difficulty for cane growers is that though the
exceptional dry spell at the end of last year
has now been broken by some good rains,
much damage has already been done. More
good rainfall for the next month — February

" and March is cane's main growth period —

is essential.

The unseasonal year-end drought has dev-
astated some cane-growing regions, with
growers in parts of the Natal North Coast
and Zululand losing large portions of their
crops. Growers could even face replanting if
the roots of the cane have been damaged.
(Cane usually has a lifespan of about 15
years, sometimes longer if it can be kept
virus-free and healthy).

Because of this, the association says it is
too early to predict the extent of the drought
damage. So it would be logical t6 postpone
any price increase until there is a clearer
picture of how much of next year’s harvest
can be salvaged. |
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'GENEVA -~ World sugar pro-
ducers and importers met in
Geneva yesterday for a week-
long conference that could
break the organisation which
sérves as the nerve-centre for
the international sugar trade.

Formally the meeting, con-
vened under the auspices of the
United Nations and its Trade
and Development Conference
(UNCTAD), is to determine how

_ sugar trading nations will man-
. age; cb-operati‘oqﬁ_ﬁgﬁé‘gds the

P :;’.{;;r(;‘_»; R

ll ’out of sugarbody

end of the centuw 3 S%o‘/

But UN officials say strong
disagreements separate the US
from most other countries in
the market which put the future
of the trade body, the London-
based International Sugar Or-
ganisation (IS0), in jedpardy.

And trade diplomats say the -

US view is so adamant that, if
it does not win its case, Wash-
ington could leave the IS0, de-
priving the organisation of vital

_financial suppori.— Sapa-

Reuter.

H
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‘DURBAN 2 Tongaat- Hulett
officials ‘have expressed. ¢on-

cern ahout'a Hpateaofbﬂres&hﬁy@:w

say have béen caijfed by ai
ists and vagragt
About 63ha %t s

vk

cahp

farms smce th
the month.% -
In the latest an

: egmnmg of

e"t dras

o
» tic fire, an! iestate. assxstant M/

. Rick Wllllams was badly J)urnt
» wheén he tried to reséiig d com-
pany vehicle from the flames

‘onar Buf Isdraai estate ‘near -
Verula
Thirty

~Su R: e#w
clares of cane were
destroyed in the fire last week.”.,
“We'verhad these kind of”
fires just, about every day so
far'this month,” said public re-
lations manager-of the Tongaat
Hulett group Mr Ron Phillips:
“We never catch the people

% “oplire; n‘nschmf

" who cooked Jtheir food

N

ot R b
but they aré all vandal:or

‘ iembﬁ?ﬁt"

1 lr’

son flres It could

0plé,

have -been retr‘egidﬁ bd po
aﬁ:;,es ﬂQLg_yg a grudge *a‘g afnst
Cmpany, = or just &l_l})

or careles" 855,
He? Lsuspected thaj: émalny"of
.-the fires:'were caufed»sb! yova
grants livingin’ the ca’ne :Helds

u‘-f;

Apart from bemgﬁ,*!}a?a

g ;the environment,’ the;&gregi.‘hag'
-'destroyed 2 000 tong pfwgf“ugar

cane.and cost the
R160 000 he said. w}m
“There’s nothmg w hn,edo
because. the mills donrt' mpen
for another six weeksifis .
The mills close doy l} from
the end of December f g1

pany

ngmng of April- for| ta.g aJor

maintendfice programmje, .
The fires were alsd, ‘4 great

-nuisance” to resxdents l}w!mg in

the. area, “I's causmg ar great
hazard to the envxronmerpt "
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: Sugar agreem

.GENEVA. — More than
60 .producing and con-
suming countries have
negotiated a new accord
- maintaining the Interna-.

tional Sugar, Organisa-
|, tion {IS0). |1
. Sources said that at

- talks last week in Gene-

. va, the. US reserved its

Dbosition, -retaining the
option to-withdraw: from '

the Lom':'lon-based body.

mitent ¢

‘clearing house, but_does kb

rl;n

extended

The accord, negotlated "" -
under the auspices of the.
UN Conference on Trade
and ‘Development,n.}
renews a 1987 agreement?,
which was to have ex- -
pired at the end of last. .
year but which was ex:.
tended until 1992. ,‘,;‘f

The IS0 acts as al .

-\i!a

not'intervene in the marsv~
ket. — Sapa-Reuter. . '’
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SUGAR INDUSTRY
Clearing a hurdle

A R400m sugar mill for the eastern Trans-
vaal has moved a step closer with the signing
of a water resources accord between SA and
Swaziland.

However, according to Transvaal Sugar
Ltd, which is behind the mill, this is only one
of many hurdles that must be overcome be-
fore the project is finalised.

Transvaal Sugar’s Leon van Rensberg
says: “The Department of Water Affairs is
still concluding another agreement that is
necessary between SA and the KaNgwane
government. The two treaties are enabling
agreements that will allow construction, The
department also has to assemble finance for
the water project. When construction of the
dam is on the starting blocks, we will we
make a decision on when to start construc-
tion of the mill.”

The planned dam is the Driekoppies on the

Lomati River (a tributary of the Komati
River) south-east of Nelspruit. It is one of
two dams planned for the area. The other is
the Magugu Dam, which will be financed by
the World Bank, in Swaziland,

Driekoppies Dam should take six years to
build, though the department hopes that
some water can be stored before it is com-
pleted.

Going to the bourd

Brian Hellingworth, of the Development
Bank of Southern Africa, which has been
asked to finance the development, says the
bank is finalising a cost-benefit analysis —
the acid test of whether a capital project of
this scale should proceed. This will be sub-
mitted to the bank’s board of directors this
month.

The dam will cost about R300m (rising to
R500m with inflation). Additional financing
will be needed for irrigation projects, mostly
in KaNgwane,

The dam, together with Transvaal Sugar’s
Nkomati mill, will open up additional land
for cane production in the eastern Transvaal
and KaNgwane. The two projects will also
be a stimulus to employment, during the
construction and afterwards as cane produc-
tion is boosted, [ |
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' JHE interests 0 *40'000; small: cane"
Lgrowers werei the focus’ at the Jaunch-
cof the Small-Grower ‘Development -
STrustin Durban yesterday: The sugar
£ industry has committed R20m to the
«trust over the next five yéa"r? o help’
qmall growers. §{pa%) 141412,
Cane Growers, Association {CGA) -
director of administration and devel-i
opment David’ Wayne said'the trust.

“iig not giving /money,to:'subsidise

“gmall growers,"bj;t;‘;ip_stéadltrying-~to
organise a support’ system to ensure
. *institutional and"c ninity, devel-
Sopment”. .
© 2 In'a survey, small growers, most of
5 whom farm on less thar 10ha, identi~
*eied lack of communication and par-
. ticipation as their major: weakness.
JIndustry sources saidsmall growers
aﬁpfteh- complained they were not part
of ‘industry‘c_lecision3making.-:r- ;
4. CGA and trust chairman Lawrence
;éﬁordph-ﬂughgs' said “white. farming
organisations ‘often carry rrural com-
runities. Black farmers need to have
Shistoo” < L. .
i~ Wayne said having one central or-
ganisation could be “the  problem.
; “The Mili Cane Committee {MCC) is

' ot operated effectively. Their staff
Mg on a.voluntary basis: and 'there is.
Tittle funding tosetupa proper struc-
‘ture. The trust is trying to ‘decentral-
ise thestructure and concentrate on
local area organisation.”’
The trust would provide the funds.
 wto employ full-time staff at the’ MCC-
.:and play a stpporting role “with a-
1iproviso that these areas becorne Seli-
{«raﬁufiicient over time”. ;
. b

i
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Sugar’.crop. ‘falling -off” dramatically’
SA’s drought-hit sugar crop for the  ation executive director Rex Hudson.
1992/3 season is estimated at 1,7-mil- .., SA Sugar Association export man-
*Hon tons, down from the 18-million ager John Russel said: “Figures being
-tons estimated.a month ago, accord- Iogited‘:’m tg? mal‘ke’t are ;ispecu-
ing to a top industry official/” )Su §-lative” . HiDa~) )

. op y ) ¥ ‘Denying that SA had asked Japan

- “The crop has fallen off dramati-  to lower its raw sugar contract, Rus-
cally, but we'll only get a fair picture ° sel said SA had “cordmunicated” with
of the loss towards the end of May,” its Japdnese customers over an ex-
said SA Sugar Cane Growers’ Associ- | pected shortfall
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SUGAR INDUSTRY @S\{jq(‘
Helping the small grower

A development trust that aims almost to
double the productivity of 40 000 (and ris-
ing) small sugar growers was established in
Durban this week. But the improved produc-
tivity will come at a price — at least R20m
over the first five years,

Though small growers — many of whom
work plots of 1 ha or less — far outnumber
the quota growers (private commercial
growers and estates owned by sugar milling
companies} they produce only 11% of the

total crop. £ ¢4 }r”Ll',cll

Low yield

What is more disturbing is that, while the
quota growers average 60 t/ha on dry land,
the small growers average oniy 30t/ha.
“One cannot make excuses about scale of
production. This is a gap that must be nar-
rowed through improved farming methods
and this is where the trust will be vital,” says
Wilson Luthuli, vice-chairman of the Small
Growers’ Development Trust.

He stresses that it will not bankroll or
subsidise small growers but instead will pro-
vide farming and administrative expertise, It
is controlled by small growers so it will not be
seen as the industry patronising them.

*“In fact, it is part of the democratisation
process and will give us a far greater say in
our own destinies,” Luthuli says. “We will be
party to the decisions taken.”

The trust will establish regional secretar-
iats in 12 sugar milling areas in Natal and
the castern Transvaal: Luthuli says getting
qualified people to staff these areas will be
expensive. “It is essential that we have suit-
ably qualified people in key positions and
enough staff to get around to all the small
growers,” .

The R20m is being put up by the Sugar
Association of SA and the trost hopes to
obtain additional funding overseas.

At first sight the trust appears to duplicate
the activities of agricultural extension offi-
cers, who pay regular visits to farms and
advise on efiicient farming methods. But,
though the extengion-officer system has been
in operation for many years, its benefits have
rarely filtered down to small growers. The
reasons for this are a matter of conjecture.

What is not disputed is that the rapid
increase in small growers has already helped
to offset the loss of canelands to timber,
infrastructure development and urbanisa-
tion. It has also buoyed local economies and
additional productivity improvements will
ensure that the trend continues. [ |

ZIMBABWE TOBAC
Falling price

DUSTRY
A 1452

Zimbabwe's flue-cured tobacco auctions
opened this month with prices more than
232 /kg lower than a year ago. Last year was
a bumper year for tobacco, with gross earn-
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ask -aid. foundations in
America, Europe and
Japan to help small cane
growers in SA, ,
- ~'The " decision followS the
establishiient of the Small
Grower 'Development Trust.
’It will Feceive an injection
.of. R20-million in the next
five' years from the industry.
The money will come from
the premium paid on the su-
gar export quota {o America.

David. Wayne, director of

ment at the SA Cane Growers
-Association;-says—the- initial

in America and Europe has
been “enthusiastic and they
have shown a.great deal of

interest”, -
.. Training

* who.have access.to about. 100
foundations, have heen app-
roached. In Europe, the In-
terfiational: Association for
Co-operation and Develop:
ment ;'in Southern Africd
(A{:oda) has expressed inter-
et :

", The, US ‘Agericy for Inter-
national’ Development (US

training * scheme. for’ small
farmers.

| THE 'sugar' industry is to

administration and .develop-.

response from aid agencies

- Consultants in America, -

Aid), is, ‘alréady; financing.a,

Tt T
By DON:ROBERTSON

It is hoped to raise about
R50-million from.these agen-
cies, Small growers will also
fund the trust through a levy
on cane production.

The intention is to increase
the number of small cane
growers from 40 900 to 48 000
in the next three years in an
area stretching from Port
Edward, south of Durban, the
northern Natal coast and up
to Malelane, near the Kruger
‘National Pack. . (-

The trust believes it. will
act'as a role model for other
agrienltural work.in SA and
the rest of Afriea, -

Phase one in the establish-
" ment.of the trust will be the
-appointriient of administra-
tive and organisational strue-
tures followed by .the 'im-
provement, of agricultural
and economic services' to
farmers. ST

A small grower is defined
as, one' who generally,. pro-
duces:  abont 150 tons of
sucrose.a year from about
1200 tons of cane. | . :

Farms usually cover about
16ha and income ranges from
about R2500 to R4 000 a year,

.~ Income . from, this sector of

. the. industry’ is. about , R80-
.- million a.year, supporting an
- estimated 400 000. peaple.
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Taking its lumps

They call it the green drought in Natal. But

even there, sugar cane is turning from its
, familiar green to brown as the lack of mois-
* ture saps leaves and roots,

Worst hit is the sugar belt’s 260 000 ha
coastal region both north and south of Dur-
ban. In the Natal Midlands where there has
been rain, farmers are still expecting near-
record crops. Even so, the 1992-1993 sugar
crop will be at best about half the annual
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With the sugar mills due to open next
month, Mick Harvey, a former mill group
chairman, says some mills are in a quandary
because they will have only a few weeks
worth of cane to crush — they usually run
non-stop for nine months. That spells higher
prices for consumers.

For the farmers, the drought problems are
aggravated by fire — insurance claims have
more than doubled this season — and a little
beastic called the eldana beetle. The beetle, a
prolific caterpillar, devours the cane from
inside the stalk. Once established, eldana can
lay entire crops to waste. The only defence is
annual harvesting.

But this means that growers cannot follow
the accepted practice and leave 30% of their
cane uncut for early harvest in the next
season — in a good season it allows the rest
of the crop a little longer to mature and gives
the grower a head start at the mill. In bad
times it ensures some future income for the
Erower.

As it is, few in the drought belt are antici-
pating profits — even thase able to irrigate
are running out of water. It’s unlikely that a
farmer would break even on harvests below
25t/ha — commercial farmers normally
average 60t/ha but some are talking of
16 t/ha or less with substantially reduced
sucrose content. If they don’t harvest, the
eldana will breed. But if they do, overheads
— labour, fertiliser and weed and insect con-

Sy e

trol — will cost as much as in a good season.
In addition, cane-handling equipment de-
signed for full-grown cane is ill-fitted for
loading and carrying stunted cane.

Sugar farmers concede that they're onlya
small, and certainly not the worst-hit, part of
the drought-devastated agricutural sector.
But that’s little consolation when queuing
with other farmers for drought relief at the
Land Bank, which is granting low-interest
loans repayable over seven years o cover
80% of losses, with the farmer shouldering
the balance.

1t's ironic, says SA Cane Growess® Associ-
ation director Rex Hudson, that this disaster
comes just as many growers finish paying off
debts accumulated during the last drought of
1986-87.

Even if it rains in the next few weeks,
there’s little hope of saving the harvest —
60% of the growth occurs between December
and March. But late rains should salvage the
plants, which are usually productive for 15
years, If they die or are too severely damaged
by lack of rain, the cane grower will face
replanting costs of about R4 000/ha.

Typical of those affected is Tony van
Raalte, of Wetherley Sugar Estate at Dar-
nall on the north coast. “We've had only
170 mm of rain this scason, compared with
an average of 518 mm,” he says. “It's the
driest season on record (68 years) for this
farm.” |
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. cane ‘harvest estimate

C,T’QJ,Q' qo_ Own Corrés;‘mndent@isuefﬂﬂ
JOHANNESBURG. — The SA Cane Growers’ Asso-
veiation has estimatedithe sugar cane harvest will be
“dbott 1,7-million tons — 520 000 tons less than the
January estimate. ¢ '
.. The association’s deputy executive director Jack
Wixley said at the weekend the drought had been
particularly severe along the south coast belt and
- Zululand, but in the Natal Midlands some record
"Harvests. were ‘expected. -, - T L
: SA'SugarAssociation-chairman John Chance'said
“various’ contingency plans had been formulated,
_" .‘li;lct}u,dih'g d request to government for drought re-
“llef <, . oy T ' T i .t ey

th
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ilater'in the year’
%,.Chance said' lo
d taken steps to sdtisfy its export

[1o¢al démand was estimatéd' fo be’
The industry:ha !
seontracts by burchasing substitute sugar, the cost of
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rtfall was. expected. -

: options included opéning certain mills for a
:short! period ;inynwithﬂ. the possibility of g‘e}dpeni_ng
37-million tons; 50 no' sho
'} which was not disclosed’




“ ";meet demand |

4 uéwwm'nns*b'\\
-THE SA Cane Growers' As-
. sociation has estimated the.
sugar cane harvest will be;
1 about 1,7-million tons —
520 000, tons less than the
'January estlmate BT

-The association’s deputy

executwe director. Jack |-
Wixley said at the weekend -
|- the drought had been ‘par-
ticularly-severe along:the }
south coast belt and Zulu--

land, but in the Natal Mid-
lands some record harvests

were expected. MYl |

SA. Sugar 'Assoeihtion

[ , chan'man John Chance said-
various contingency plans‘

had, been ; formulated,’ in-
_ cludmg a Tequest to, gov-
-ernmentfor drought: relief
on , behal- of individual
growers-.

Other- ‘options mcluded‘

opening certain mills for a
short. period only with the

possnblhty of / re—opemng‘

L later in the year..

.Chance said’ local de--

mand' was estimated to be
1,37-million tons, so no
shortfal] was expected
"The” mdustry had taken
steps ‘to; satisfy its -export
contraeis by ' purchasing
substitute sugar, the cost of
which’was not disclosed,
An average of° 629mm of
rain had fallen over the su-
.gar, cane reg:on since June
1 laét year ’




MARCIA KLEIN

AN INCREASE in its sugar production
saw newly listed C G Smith Sugar boost
earnings by 8% in the six months to end-
March, and placed it on track to meet its
pre-listing forecasts. "
he Durban-based group’s attributable
profit was up 8% from R4b,1m to R48,7Tm.
Earnings were 32¢ 3 share and an interim
dividend of 9c a share was declared.
Directors said despite a lower world
price, income from the sugar division im-
proved, mainly due to an increase in pro-
duction of 83 000 tons of sugar. The chemi-
cal and the warehousing and distribution
division also made higher contributions.
In the prospectus released before the
group’s February listing, directors fore-
cast a T,4% rise in earnings to bic a ghare,
and a 9,5% higher dividend of 23c a share.
They sald yesterday that attributable
rofits would meet the forecast R90m in
the full year to end-September.
In the six months, turnover increased by
11% from R481,6m to R534,1m, and operat-

ing income rose 1% from R761m to

R§7,2m.

After a marginal increase in interest
and higher income from investments, pre-
tax profits wer 19% higher at R72,0m
(R60,4m). But a 54% hike in taxation to

4 ¢ G Smith
Sugar
gharo prce. - [
daily close R

Graphic: FIONA KRISCH "gourca: FNET

R22,5m saw profit after tax rise by only
8% from R45,9m 10 R49,5m. -
Taxation for the six months was higher
than the R20,1m torecast for the full year.
The directors said C G Smith Sugar had
“escaped the geverity of the current
drought in some caoe aupply areas” be-
cause of its wide geographical spread.
There could be an fmprovement in the
company’s share £ industry production,
they said. . " -

Also, the next six months will see half a
season’s profits brought into aceount from
the recently acquired Umnfolozi sugar mill.

The share closed on Friday at 430c aiter
coming to the JSE at an issue price of 520c.

e
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! SUGAR prices on the Wurld
' . market'“have incréased: -
L by more than 20%-since :
I+ the"end’of ‘March, from
! ~less than $0,085 a pound
“to 4-record’ $0,107,
Da:vitl Hardy; International
} Marketing Diréctor’ for.
| thié SA Sigar ‘Association;
¢ ’said SA's crop shortage
| ‘had littlé effect. on the
“‘Price increase,

“'Overall movement in the
price - of sugar ‘was
." “'Catised by other reasons,
| ‘mainly'speculation in the
‘ /' future’s market in the
[ US)” he;said. 3
/ SA usually produces more
i than 2-million tons of su-
| . gar a year. This year the
' SA.SugarAssociation es-
timated. an output of, 1,7-
) mllhonrtons
Some farmers.say, howev-
er, the :figure could be
lower unless there are
" heavy rains within the
_ next few- weeks,
Hardy said he” was a bit
l more -optimistic, “The
| prxce has started coming
down again.” Sugar trad- -
| .gd yesterday' at $0,983 per
-pound .
! Analysts agreed ' market
prices should come down
desp,lte SA’s shortage,
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) f“ﬁ“( MICK ELLINGHAM
mag{(:és?T-HULETT has. discIosed: a'
marke ecrease in earnings for the year -
Wlthlns'ﬁl radieal chqnges could take pjl'ace
e N: ts;‘t;)up in. tl},e next nine months.
" profit 0 ased 'group said operatin
ol ey et st £ v
Profiti: before Ny
Rl;:’. ot (oD 5m)tzu«:atron fell 18% to
h:;u%:r, starch. and. sweetener alu-
m“ufood , textiles, building materials and
food. gorfol:ip said’ the results were:on. the
extremelyﬁf:?xglte:;tamg conditions” and
natAlgnalwmarketI; e Iocal and énter-
Jnterim: dwrdend of 50ca :j 2
:gﬁgtsigr‘;mffh lw(;th the mtensm of, 23c,
nal dividend.
unahanged*compared w1lt1h fgg’;?,c Thl? i
v tmsz MD Cédric Savage“ sald “Phe.
dlfﬁc lirfmonths “will remain: ‘extremel,
Heusa gr most.of our: operations.” : y
. id"US: management consultents 1
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Tongaat

w,of
Directors said an

At

gnacceptable 105"

group
Sources of concerns
The work of Qua tarn and the task

forees would continue throughout the year. *

“Important
future of certa
in the next six to nine months,"

Earnings a share increased by 5% to
200,5¢ from 1 190,6¢. Tutnover increased 5%
to RB 97bn (B3, 79bn) There was & 2% re-
duction in d deferred tax provision, which,
with export 1ncentives. veduced the tax

charge by
Extraordlnary 1tems related in the main
to losses ineurre ed from the sale of the

Hehox textile operation iast year.

sees a8 elther opportunities or a8

had taken place in Tongaat's textile divi-

sion last year because of the serious effect
of increased imports on SA fabric manu-
facturers. They sald the sugar division had
per[ormed well during the year although

the drought had meant reduced estimates

for this year.
Aluminmm starch and sweeteners all
turned in increased earnings, but puilding
materials continued to be affected by the
depression and reported reduced earnings.
The joods division produced disappoint-
ing results, with reduced congumer de-
mand exacerbated by losses in the mush-
reom and distribution companies.



AS THE. sugar industry starts
counting its drought 1osses, offi-

(Sasa) are said to have already
| been ~active on world markets
buying up stocks at prices around
$0,08 ‘a pound.

- Iridustry analysts say the result has
| been’a sharp rise in world sugar
prices as SA sought to cover its con-
tracts. ‘

Sugar prices on the world market
have'increased by more than 20%
since the end of March, from about
g5 US cenis a pound to 10,7 cents.

According to a leading sugar ana-

lyst, initial crop estimates had
caused “panic” in industry circles.
-~ uyg've had a lot of panic, and it has
Hiad something to do with SA’s short-
fall,” the analyst said. “The sugar
| association went to the Far East to
meet customers when they realised
there would bé a shortage.”

Sasa’ inteinational marketing di-
tector David Hardy confirmed Sasa
“had bought some sugar, not 300 000
tons, on the world market”.

S A normally produces more than 2~

million tons of sugar a year. This
year, Sasa astimates an output of 1,7-
1 million tons.
- ‘gome farmers say, however, the
figure could be as low as 1-million
tons unless there are heavy rains
within' the: next few weeks.

However, Hardy said BA'S buying
spree had little - effect on the price
increase. “We had a marginal impact
on the price-of sugar. However, the
A market,started moving up before we

started - buying.”

cials of the SA Sugar Association -

l MEREDITH JENSEN

He refused to disclose at what
price Sasa bought’ the sugar.

Analysts agreed market prices
should come down. “Fhailand and
India are expected to produce record
crops this year.” .

Our Port Elizabeth correspondent
reports Deputy Finance Minister
Japie van Wyk told the SA Hereford
Breeders' Society in Cape Town last
pight thatthe crippling drought in
summer rainfall areas could wipe out
the expected positive growth rate of
the economy by the second half of
this year.

GAVIN DU VENAGE reports Wits
Climatology Research Group deputy
director Janette Lindesay said this
week the drought crisis could have
peen avoided.

Speaking at a briefing for futures
traders, Lindesay said the technology
and expertise exists to allow the agri-
cultural and financial sectors to take
steps which would avert the.“‘major
catastrophe” the country now faced.

Lindesay explained that although
SA would always have erratic rain-
fall, patterns had emerged. that
should allow farmers to plant crops
making best use of expected:weather’
and to modify planting. times.

She said computer models based on
weather patterns stretching back

- fnany years made predictions fairly

accurate, Y. .
Meanwhile, Sapa-AP reports Brit-

ain is giving £20m to southern Afri-

can countries devastated by drought.




THE sugar cane industry
is in the grip of severe
drought and loss of pro-
duction compared to last
season is estimated at
around 500 000 tons.
Rainfall in March was
only 42% of the mean
average for the month.
Rainfall during April was
insufficient to restore the
Lcrop but has prevented,

e TS

for a time, further dam-
age to roots and stalks.
SA Sugar Association
industrial affairs direetor
Peter Nourse says local
eonsumers will not suffer
as all production short-
falls will come off ex-
ports. However, this
means a substantjal loss
of foreign exchange for SA
and the growers and mills

will suffer as the fixed:
costs of production are
relatively high S

The mills aré-already
making plans to keep
various mills eclosed and
stagger production at oth-
er facilities, 5;210‘{“1"17‘

Says Nourse: ' T‘he
growers are going to be hit

_hard. Through their asso- -

Drought is a bitter pill for SA sugar industry

ciation they have already
madé application for
drought relef.

‘#Cang, is ‘& reasonably
resilient’ erpp. and the
drought would kave to get
worse before growers
start losing plants. How-
ever, if’ the drought is so
severe ‘that the roots die,
the re-establishment costs
are substantial”

e
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BTN w m ... INROADS by the timber in-

A mw % dustry into to smgar grow-

B54 “ ing land has stabilised and

33 * land under sugar has in-
M A 3 creased slightly.
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4% produced more than 2-mii-
Tion tons of sugar in the
21901/92 season. About 13-
¥4 million tons is consumed lo-
g cally and the balance ex-
5 'ported. Prices on the world

«'market are low because of

¥
R

"7 The world market is ac-
© tualty a small percentage of
total world production.
World sugar production is
around 110-million tons but

itsNeill Trust set up

the world et is around
17-20-million tons. This is
because much of the sugar
produced is consumed in the
country of origin and there
are special agreements be-
tween some countries to
- distribute supplies, thus the
sugar does not come on to
.- the market. -
. ' SA Sugar Association in-
.- dustrial affairs director Pe-

~'ter Nourse says the local
froversupply. - industry is competitive in

terms of cost of production,

. quality and service.
“Potential for increases
in production, without ex-
pansion of cane areas, is

to assist at
Eaﬂw_ﬂ;ﬁ 7L .

. Sus
likely to come m the
growing side through im-
proved cane varieties and
farming practices. There
will also be further develop-
ment of small growers.”
The industry is making a
substantial effort to pro-
mote the entry of small

* growers into the cane indus-

try, strengthened recently
by the formation of a new
Small Grower Develop-
ment Trust.

The trust will set up
grassroots administration
to assist smaltl growers.
Production from small
growers is well below the

grassroots level

industry average and thé
trust will aim to provide the
right socio-economic eli}
mate and provide motivar
tion to help growers in
crease production. |
The sugar industry wil]
contribute R20m to th
trust over the next fiv
years and additional fund!
ing is being sought fro
overseas developmen}
agencies. 1
There are more tha
40000 small growers an
deregulation and expansio
will increase the number 0
small growers to 48 25

over the next three years.
1
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| SUGAR INDUSTRY 5 114
| Coming to the rescue

The 200 employees of the beleaguered Entu-
meni sugar mill near Eshowe in northern
Natal and the 1800 small sugar farmers
nearby have been given a reprieve with Ton-
gaat-Hulett’s decision last week to buy the
mill for R4m.

The sale of the mill is a sequel to the
liquidation order granted against the owner,
| Entumeni Sugar Mill CC, in the Durban
| Supreme Court, after it allegedly failed to
pay growers for their November and Decem-
ber cane deliveries (Business & Technology
February 28).

In addition to the unemployment, the
mill’s permanent closure would have severely
dented the SA Sugar Association’s success-
ful campaign to encourage small rural com-
munities to grow cane as a cash crop. There
are now more than 40000 small growers
cultivating plots averaging 2,5 ha.

Tongaat’s acquisition is part of a plan
initiated by the industry to ensure the mill’s
continued operation, according to associ-
ation chairman Johan Chance, but Tongaat
and the association have not released details
of the package. This goes against the assaci-
ation’s usually strict non-interventionist
stance, under which it prefers to leave busi-
ness decisions to those directly involved.

Despite the purchase, doubts remain over
Entumeni’s viability as a stand-alone enter-
prise. In the short term, the mill needs cap-
'] ital expenditure on maintenance and refur-
bishment. But, more important, a big
question hangs over whether sufficient cane
can be fed to the mill to make it pay its way.
Traditional sources of cane have been eroded
by the conversion of large tracts of caneland
| to timber.

Tongaat executive chairman Dick Ridg-
way confirms that cane supplies to Entumeni
must be increased substantially to make it
viable. He also concedes that detailed indus-
try investigations have established that no
immediate additional cane supplies are
available to Tongaat-Hulett Sugar,

His company’s agreement to take over and
re-open the mill, however, is dependent on
the industry developing additional cane sup-
plies, which will be boosted in the longer
term by attracting additional small growers.
He anticipates a virtual doubling of the num-
ber of small growers supplying the mill

Ridgway says the mill will remain closed
until next year to allow maintenance work,
Cane normally earmarked for Entumeni will
be diverted to Tongaat’s neighbouring Ama-
tikulu mill, which has spare capacity because
of the drought. ]
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Further drop expected in sugar cro
b €Xp B 1A z/cg P

THE drought-hit sugar crop for the
1992/'93 season had deterlorated
since the last revised estimate of 1,7-
million tons in April, a top industry
official said yesterday.

SA Sugar Cane Growers' Associ-
ation deputy director Jack Wixley
said he expected the next estimate,
due in -about two 'weeks, to be sub-
stantially lower at 1,5-million tons.

“Tf no rains fa}l, the crop will de-

teriorate further, and Z&Jffgﬁr@ could’
fall below 1,5-million tons,” he'said.
Wixley said the effect of the
drought on the sugar crop had been
compounded by hotter conditions

than expected. g__'%) Sugay/”
SA, traditionally afrekporter of su-
gar, produced its second higgest crop
to date in the 1991/2 season at 2,29-
million. tons,” of which 915000 tons
were available for export. — Reuter,

C— R PO
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Hopes for
cheap meat
| daShed ' 'E‘qu?’

Own Correspondent

JOHANNESBURG. — Hopes for cheap meat. have
- been dashed by'the meat industry.. ‘

ii An iﬂdl:.istl’y -source,sigigl ,yes{:,erda;;. thatialthough
Lronght, was causing. fapmers: to. slaughter large
“quantities'of lamb, the Kighly rsé"gulgfte'd ‘meat i“ﬁd‘u‘gs~
try*had kept lanib prices rising. % -

The wholesale.price of lamb, which Trose Ri to

R7,80/kg on Tuesday, would continue to rise despite
the increased suppiy, sources said. Analysts predict
that prices will rise by another 14% over the next
two months, \ . B ‘
' A top government official, who did not wish to be
| identified, blamed the high’ prices  on eontrolled
l areas set by the Meat Board and wholesalers who
were using the system to restrict competition,

Under the present system, the Meat Board re-

quires a permit to bring meat into certain “con-
trolled” areas. Productlers wanting to sell within
these areas often found it difficult to compete with
the large wholesalers, industry sources said.
! Meat Board general manager Mr Pieter Coetzee
said last year the Meat Board had allowed auection
prices to drop below the minimum prices and paid
the differernice «directly to the producers. The board
-kad cancelled this method after two months be-
| ¢ause retail prices continued to rise,

— ]
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KANTOOR VAN DIE STAATSPRESIDENT

No. 1585, 5 Junie 1992

Hierby word bekend gemaak dat die waarnemende
Staatspresident sy goedkeuring geheg het aan die onder-
staande Wet wat hierby ter algemene inligting gepubliseer
word:—

No. 71 van 1992: Suikerwysigingswet, 1992,

STATE PRESIDENT’S OFFICE

No. 1585. 5 June 1992

It is hereby notified that the Acting State President has

assented to the following Act which is hereby published for
general information:—

No. 71 of 1992: Sugar Amendment Act, 1992.



2 Ne. 14029 STAATSKOERANT, 5 JUNIE 1992

Wet No. 71, 1992 SUIKERWYSIGINGSWET, 1992

ALGEMENE VERDUIDELIKENDE NOTA:

1 1 Woorde in vet druk tussen vierkantige hake dui skrappings
uit bestaande verordenings aan.

Woorde met ’n volstreep daaronder, dui invoegings in
bestaande verordenings aan.

WET

Tot wysiging van die Suikerwet, 1978, ten einde die bevoegdheid aan die
Suid-Afrikaanse Suikervereniging te verleen om sekere boetes op te I&; die
Vereniging te magtig om die maksimum nywerheidsprys van suikernywerheids-
produkte te bepaal; en die maksimum nywerheidspryse waarteen sekere suiker-
nywerheidsprodukte gedurende sekere tydperke verkoop kon word, vas te stel; en
om voorsiening te maak vir aangeleenthede wat daarmee in verband staan.

(Afrikaanse teks deur die waarnemende Staatspresident geteken. )
(Goedgekeur op 3 Junie 1992.)

DAAR WORD BEPAAL deur die Staatspresident en die Parlement van die
Republiek van Suid-Afrika, soos volg:—

Wysiging van artikel 4 van Wet 9 van 1978, soos gewysig deur artikel 1 van Wet 9
van 1984 en artikel 1 van Wet 69 van 1987

1. Artikel 4 van die Suikerwet, 1978 (hieronder die Hoofwet genoem), word
hierby gewysig—
{a) deur in subartikel (2) na paragraaf (f) die volgende paragraaf in te voeg:

“(fA) die verlening van bevoegdheid, in bepaalde gevalle of in di¢_

algemeen, aan die raad ingestel kragtens paragraaf (f) om

enige boete wat in die Ooreenkoms voorgeskryf word vir die

oortreding van, of versuim om te voldoen aan, enige

bepaling van die Ooreenkoms, of 'n bepaling van ’n

kennisgewing ingevolge artikel 6 uitgereik, op te 1€;”; en
(b) deur subartikel (3) deur die volgende subartikel te vervang:

- “(3) Die Minister kan na oorleg met die Vereniging, in die
Ooreenkoms of in ’n latere kennisgewing in die Staatskoerant, 'n
oortreding van, of versuim om te voldoen aan, 'n bepaling van die
Qoreenkoms, of 'n kennisgewing deur di¢ Vereniging ingevoige
artikel 6 uitgereik, 'n misdryf verklaar, en kan op soortgelyke wyse
strawwe voorskryf vir so 'n oortreding of versuim.”.

Vervanging van artikel 6 van Wet 9 van 1978
2. Artikel 6 van die Hoofwet word hierby deur die volgende artikel vervang:
“‘Bevoegdhede van Vereniging ten opsigte van pryse en bybetaling

6. (1) (a) Die Vereniging kan by kennisgewing in die Sweatskoerant

10
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SUGAR AMENDMENT ACT, 1992 Act No. 71, 1992

GENERAL EXPLANATORY NOTE:

[ ] Words in bold type in square brackets indicate omissions
from existing enactments.

Words underlined with a solid line indicate insertions in
existing enactments.

ACT

To amend the Sugar Act, 1978, so as to grant the power to the South African
Sugar Association to impose certain penalties; to authorize the Association to set
the maximum industrial price of sugar industry products; and to set the
maximum indusirial prices at which certain sugar industry products could have
been sold during certain periods; and to provide for matters connected therewith,

(Afrikaans text signed by the Acting State President. )
{Assented to 3 June 1992.)

BE IT ENACTED by the State President and the Parliament of the Republic
of South Africa, as follows:—

Amendment of section 4 of Act 9 of 1978, as amended by section 1 of Act 9 of 1984
and section 1 of Aci 69 of 1987

1. Section 4 of the Sugar Act, 1978 (hereinafter referred to as the principal
Act), is hereby amended—
(@) by the insertion in subsection (2) after paragraph (f) of the following
paragraph:

“(fA) the granting of power, in specified cases or in general, to
the board established under paragraph (f) to impose any
penalty prescribed in the Agreement for the contravention
of, or failure to comply with, any term of the Agreement,
or any provision of a notice issued under section 6;”; and

(b) by the substitution for subsection (3) of the following subsection:
“(3) The Minister may, after consultation with the Association,
in the Agreement or in any subsequent notice in the Gazete,
declare any contravention of, or failure to comply with, any term
of the Agreement, or a notice issued by the Association under
section 6, an offence, and may in like manner prescribe penalties
for any such contravention or failure.”.

Substitution of section 6 of Act 9 of 1978

2. The following section is hereby substituted for section 6 of the principal
Act;

“Powers of Association with regard to prices and surcharge

6. (1) (a) The Association may by notice in the Gazefte prescribe
the maximum industrial price at which any sugar industry product,
other than speciality sugar, may be sold.
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Wet No. 71, 1992 SUIKERWYSIGINGSWET, 1992

(b) So n prys kan verskil ten opsigte van verskillende grade, soorte,
hoeveelhede en kwaliteite van die betrokke produk, en ten opsigte
van verskillende plekke of gebiede.
{2) Die Vereniging kan by kennisgewing in die Staarskoerant of by
skriftelike kennisgewing aan die betrokke persoon—
fa) ’nbybetaling hef op enige suiker of melasse gekoop of andersins
verkry—
(i) deur enigiemand of enige klas of kategorie persone in die
kennisgewing beskryf;

(i) vir enige doel in die kennisgewing beskryf; en

{b) die wyse waarop bedoelde bybetaling gevorder moet word, die
persone deur wie dit betaal moet word, die persone of fonds aan
wie dit betaal moet word en die doel waarvoor dit aangewend
moet word, voorskryf.

(3) Die Vereniging kan in die geval van 'n kennisgewing in
subartikel (1) of (2) bedoel, die kennisgewing by kennisgewing in die
Staatskoerant of by skriftelike kennisgewing aan die betrokke persoon
herroep of wysig.™,

Vervanging van artikel 7 van Wet 9 van 1978
3. Artikel 7 van die Hoofwet word hierby deur die volgende artikel vervang:
“Strawwe

7. ’n Straf wat voorgeskryf kan word vir 'n oortreding van, of 'n
versuim om te voldoen aan, 'n bepaling van die Ooreenkoms, of 'n
bepaling van 'n kennisgewing ingevolge artikel 6 uitgereik, of 'n
regulasie ingevolge artikel 10 vitgevaardig, gaan nie [tweeduisend
rand] R100 000, in die geval van ’n boete, of 'n tydperk van 12
maande, in die geval van gevangenisstraf, of daardie boete sowel as
daardie gevangenisstraf, te bowe nie.”.

Maksimum nywerheidspryse waarteen sekere suikernywerheidsprodukte gedu-
rende sekere tydperke verkoop kon word

4, Ondanks die bepalings van artikel 6 van die Hoofwet is die maksimum
nywerheidspryse per metricke ton, te Durban, waarteen dije suikernywer-

Kort titel en inwerkingtreding

5. Hierdie Wet heet die Suikerwysigingswet, 1992, en tree in werking op 'n
datum wat die Staatspresident by prokiamasie in die Staatskoerant bepaal.
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(b) Such price may vary in respect of different grades, kinds,
quantities and qualities of the product concerned, and in respect of
different places or areas.

(2) The Association may by notice in the Gazette or by written

5 notice to the person concerned—
(a) impose a surcharge upon any sugar or molasses purchased or
otherwise acquired—
(i) by any person or class or category of persons described in
the notice;
10 (ii) for any purpose described in the notice; and
(b} prescribe the manner in which such surcharge shall be collected,
the persons by whom it shall be paid, the persons to whom or the
fund to which it shall be paid and the purpose for which it shall
be utilized.
15 (3) The Association may in the case of a notice referred to in
subsection (1) or (2) revoke or amend the notice by notice in the
Gazette or by written notice to the person concerned.”.

Substitution of section 7 of Act 9 of 1978

3. The following section is hereby substituted for section 7 of the principal
20 Act:

““Penalties

7. Any penalty which may be prescribed for any contravention of,
or failure to comply with, any term of the Agreement, or of any
provision of a notice issued under section 6, or of any regulation

25 made under section 10, shall not exceed [two thousand rand]
R100 000, in the case of a fine, or a period of twelve months, in the
case of imprisonment, or both such fine and such imprisonment.”.

Maximum industrial prices at which certain sugar industry products could have
been sold during certain periods

30 4. Notwithstanding the provisions of section 6 of the principal Act, the
maximum industrial prices, at Durban, per metric ton at which the sugar
industry products referred to in column 1 of the Schedule could have been sold
on the local market during the periods referred to in column 2 of the Schedule,
are the prices referred to in column 3 of the Schedule.

35 Short title and commencement
5. This Act shall be called the Sugar Amendment Act, 1992, and shall come

into operation on a date fixed by the State President by proclamation in the
Gazette.
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Wet No. 71, 1992 SUIKERWYSIGINGSWET, 1992
Bylae
Produk Tydperk Prys
Geraffineerde suiker verpak in 1 Februarie 1988 tot 31 Januarie 198% R983,00
pakke van 25kg elk 1 Februarie 1989 tot 31 Julie 1989 R1 052,00
1 Augustus 1989 tot 31 Julie 1950 R1 094,00
1 Augustus 1990 tot 30 Junie 1991 R1 236,00
1 Julie 1991 tot 29 September 1991 R1 396,00
30 September 1991 tot datum van
inwerkingtreding van hierdie Wet R1 388,00
Bruinsuiker verpak in 1 Februarie 1988 tot 31 Januarie 1989 R 892,00
pakke van 25kg elk 1 Februarie 1989 tot 31 Julie 1989 R 955,00
1 Augustus 1989 tot 31 Julie 1990 R 993,00
1 Augustus 1990 tot 30 Junie 1991 R1 122,00
1 Julie 1991 tot 29 September 1991 R1 268,00
30 September 1991 tot datum van
inwerkingtreding van hierdie Wet R1 260,00

.
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Schedule
Product Period Price
Refined sugar packed 1 February 1988 to 31 January 1989 R 983,00
in 25kg pockets 1 February 1989 to 31 July 1989 R1 052,00
1 August 1989 to 31 July 1990 R1 094,00
1 August 1990 to 30 June 1991 R1 236,00
1 July 1991 to 29 September 1991 R1 396,00
30 September 1991 to date of
commencement of this Act R1 388,00
Brown sugar packed in 1 February 1988 to 31 January 1989 R 892,00
25kg pockets 1 February 1989 to 31 July 1989 R 955,00
1 August 1989 to 31 July 1950 R 993,00
1 August 1990 to 30 June 1991 R1 122,00
1 July 1991 to 29 September 1991 R1 268,00
30 September 1991 to date of
commencement of this Act R1 260,00
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: Yvonne Hulett {right), wife of John Hulett, with former Miss SA Penny Coelen at
the 1988 launch of their_book, Penny Coelen and Yvonne Hulett on Be

By ROY RUDDEN
A FOUR-YEAR .feud in-
volving leading members
of the “royal family” of
Natal's sugar barens, the
Huletts, ended with a court
ruling this week.

The Appellate Division
found that Mr Brett Hulett
had fraudulently induced
family and close friends to
sell shares and loan
accounts on which he knew
he would immediately
make a huge profit.

The ruling reversed a
1950 Supreme Court ver-
dict, which had absolved
Mr Hulett of wrongdoing,
and has split him from
friends and relatives with
whom he had shared dec-

ades of_holid nd
parties.g_/ “gﬁ )
The r 8,

when Mr Hulett persuaded
his eousin Mr John Hulett
and three family friends,
Miss Paula Townsend, Mrs
Angela Fowlds and Mrs
Sally Maingard, to sell
their shares in Stanger

Quarries to his own family
T
kAT

en are daugh-
ters of Mr David Towns-
end, who, with Mr John Hu-
leit, has been a fast friend
of Mr Brett Hulett since
their schooldays. The men
had played sport together,
taken joint helidays and
shared each another’s
family occasions,

Mr Justice GG Hoexter
ruled in the Appeal Court
that major factors in their
decision to sell their hold-
ings to Mr Brett Hulett
were this friendship, the
fact that he had told them
he “loved the gquarry”,
which was on his farm and
which he wanted for him-
self, and that there was no
thought of other potential
purchasers,

Meanwhile, at the time
of the negotiations, Mr
Brett Hulett kad the clear,
undisclosed intention of
selling the quarry to a third
party, with whom he was
already negotiating, for a
higher price, the appeal
judge found.

Mr John Hulett and the
three wemen, collectively
holding 60 percent of the
shares in the guarry, sold

'z DTo Page 2
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THE ANC has told the govern-
ment it will not renege on
agreements reached at
Codesa over a six-month
period — but little else was
achleved at a closed-door
mesting this week almed at
averting clvil protest in July.

The ANC, represented by secre-
tary general Cyrill Ramaphosa and
negotiation committee members
Mohamed Valll Moosa and Joe

e —

AULY  sscusuny wures e wppe
ty P, the 1IP and the ANC.

and Privileg

R H

‘By MIKE‘ROBERTSON
‘Political . Correspondent

Slovo, and the povernment, repre-
sented by Acting President Pik
Botha, Constitutional Development
Minister Roelf Meyer, his predeces-
sor, Gerrit Viljoen, and Law and
Order Minister Hernus Kriel, met at
the Presidency in Pretoria on Tues-
day this week,

Government members sald Mr
Botha had bluntly told the ANC the

e pa S .

el

povernment insisted a new South
African constitution be based on a
federal model which made provision
for power sharing at all levels.
ANC members said their negotia-
tors had made it clear they were not
even prepared to discuss these con-
cepts before clarity had been
reached on the election of a body to
draw up a constitution and the man-
ner in which it would operate.
Participants satd the meeting was
generally cordial. They agreed to
meet again next week to discuss-

. w "o
P e s

hear.CC

/By MISE-ROBERTSON
. _- - ‘Political Correspondent

DEMOCRATIC Party finance spokes

Bareau members,

chairman of Par}

forum”, s

OCH managing director Joe Verster.

blamed for things such as the mord
we

DavidWebster and
They elaim they were Jot involved.

5
man
Jasper Walsh has called on the goverament

to appolnt a judlelal commission of inquiry
to hear evidence from Civll Co-nperation

However, he suﬁp;ned a decision by the

ent’s public accounts
committee, Dr Francois Jacobse, to refuse
to allow CCB members to appear before
the committee, “as it was not the right

~—*There is cbvious concer on the: part of
the CCB members that they are being

DP calls for judge to
evidence

SiTws b

van der Walt.

van der Walt yesterday,

-

of
report

venlent scapegoata for allegations, such as tl
those abont the morder of activists. That
suspleton will continae antil the full truth
emerges about their operations.”

Mr Walsh was not happy with the decl-
lon by new Defence Minister Gene Louw
to refer all ontstanding matters relating to
the CCB io Ombudsman Mr Justice Piet

CCB members and SADF representa-
tives were scheduled to meet Mr Justice

. M{ gsﬁﬁaﬁd the matter should not be
Mr Walsh said he had spoken fo former _ooronon pablic iy L0 coed for

He said he was particularly concerned
by an atlegatlon mede by Mr Verster {his
wrtzlek that SA]}TII** Genera;l;:ddie ‘Webb had

0 &g 10 beTtemoved.

kﬂﬁgs.- ""A!T“;e?:fs by the auditor-general
said CCB memters bad R3-million of pen-

® Time frames for the
implementation of Codesa
decisions;

® The functioning of
structures that would be
appointed to oversee elec-
tions for an interim gov-
ernment;

@ Reptonal and local
government in the transi-

on,
® Deadlock breaking
mechanisms.

Mr Botha sald after the
talks it was his impression
the ANC was not reneging
on agreements already
reacied at Codesa. ,

Positive

Another top government
member said this was con-
firmed by an agreement
reached by Codesa's man-
agement committee that
working groups, which had
already achteved substan-
tial agreement, should be
mandated to finalise out-
standing matters. -

“Now that the CCB has been dishanded

sion fund money i their possession. They

tions its membera will contin

ard accosed of acting beyond thetr instruc.

ve to be con-

aiso controlled arroverseas aceount which
contained R8OG 000, ™

O ¥rom Page 1
their shares to the Breit
Hulett Family Trust, in
which they had beld 38

percent. .

The trust had then sold
its total shareholding to
Aftest Finance (Pty) Lid .
- | for R2-million. Attest sold
the shares to Baystope °
sa'll‘? peilants tend-

e ap] cot
ed they would not have sold
to the trust had they known
of the Baystone interest

in the Natal Supreme
Court for the loss they
suffered.

Mr Justice PW Thirton
absolved Mr Brett Hulett

not been proved the ghares
were sold to the trust
becanse of a fraudulent
misrepresentation”.
However, Mr Justice

|Fraud splits

in 1980 after finding “it had (behind

n
sald it was com-
mon cause that at the time
Mr Hulet! was clinching
the R2-million deal, he was
fraudulently misrepresent-
ing to the appellants that, i
they sold their shares to
him, ke would retain them
in order to exercise control
:l\lr’er the company and con-
e running the qua
quarty

The appeal judge quoted -
a report gﬁn} t.hegmanaqu ger
of the Stanger branch of

and had clalmed damages First Natipnhl {Mr Brett .and our families were

Hulett's bank) to his Rener-,
al managez which said, re-
garding an oyerdraft appli-
cation related to the deal:
“He i3 negotiating a deal
his co-directors'
backs) to sell the company
and land to Muwrray anrd
Roberts for R2-million.”
In assessing the close
relationship which had ex-

sugar

g

isted beth%he defen-

dant and the appeliants,
the appeal judge recorded
that Mr Jokn Hulett's wife,
former top mode! Yvonne,
was godmother to Brett's
daughter, and that Brett
and his wife were god-
parents to John's son.
The Townsends were not
. related to the Huletts by
blood but in his evidence,
the appeal judge recalled,
- Mr John Hulett had said
that “Townsend’s family

very, very close”.

The appeal judge said
Mr David Townsend had
testified: “The defendant
and I have been ... best
friends for the last 40-odd
{aars We have been on

oliday together, we had
houses at the beach togeth-

. er, alongside each other;
the defendant proposed a

SPECIAL AIRFARES
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toast at my eldest daugh-
ter's wedding.”

Damages of R250 205
were awarded to Mr John
Hulett, R84890 each to
Miss Townsend and Mrs
Maingard, and RB0423 to
Mrs Fowlds. The claimants
were represented by Mr
David Gordon, 8C, and the
defendant by Mr Peter

He said the meeting with
the ANC bad been positive
in that the povernment had
been ahle to clarify its
position on regtonalism
and power gharing.

The source said the gov-
ernment bad made i clear
it would insist on Codesa
agreeing that the new con-
stitution should contain
important elements of a
federal model.

Mr Moosa said the state-
ments made by Mr Botha
and by President FW de
Klerk while abroad in
Japan were an attempt to
cloud the real reason for
the deadlock.

Voters

The ANC believed the
government was not pre-
ared to aliow a democrat-
cally elected body to draft
a new constitution.

He said Codesa could not
decide on important consti-
tutional matters, such as
federalism, as many of its
participants had no sap-
port base.

The voters of the coun-
Lr{. he said, should be
allowed to elect the pecple
who would make decisions
on these crucial issues.

Mr Moosa said the ANC
agreed that a final consti-
tution should be decided by
a special majorit!. But
that majority should not be
so hgh as to allow the
minority to dictate the con-
tents of a new constitution.
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PROKLAMASIE PROCLAMATION

van die by the
Waarnemende Staatspresident Acting State President

van die Republiek van Suid-Afrika

No. R. 52, 1992
SUIKERWYSIGINGSWET, 1992
(WET No. 71 VAN 1992)

Kragtens artikel 5 van die Suikerwysigingswet, 1992
(Wet No. 71 van 1992), bepaal ek 9 Junie 1992 as die
datum waarop genoemde Wet in werking tree.

Gegee onder my Hand en die Seél van die Repu-
bliek van Suid-Afrika te Kaapstad, op hede die Derde
dag van Junie Eenduisend Negehonderd Twee-en-
negentig.

'R. F. BOTHA,
Waarnemende Staatspresident.
Op las van die Waamemende Staatspresident-in-

Kabinet:

D.L.KEYS,
Minister van die Kabinet.

GOEWERMENTSKENNISGEWING

DEPARTEMENT VAN HANDEL EN
NYWERHEID

No. R. 1640 9 Junie 1992
SUID-AFRIKAANSE SUIKERVERENIGING

SUIKERWET, 1978
Die Suid-Afrikaanse Suikervereniging skryf hierby
kragtens artike! 6 (1) van die Suikerwet, 1978 (Wet 9
van 1978), voor dat die maksimum nywerheidspryse te
Durban per metrieke ton waarteen geraffineerde suiker
en bruinsuiker verpak in pakke van 25 kg elk, met
ingang van 9 Junie 1992 op die plaaslike mark

verkoop mag word soos volg is:
Geraffineerde suiker: R1 589,00.

Bruinsuiker: R1 443,00.
382—A

of the Republic of South Africa

No. R. 52, 1992 @ Quaes”
SUGAR AMENDMENT ACT, 1992
(ACT No. 71 OF 1992)

In terms of section 5 of the Sugar Amendment Act,
1992 {Act No. 71 of 1992), | hereby determine 9 June
1992 as the date on which the said Act shall come into
operation.,

Given under my Hand and the Seal of the Republic
of South Africa at Cape Town this Third day of June,
One thousand Nine hundred and Ninety-two.

R. F. BOTHA,
Acting State President.

By Order of the Acting State President-in-Cabinet:

D.L.KEYS,
Minister of the Cabinet.

GOVERNMENT NOTICE

DEPARTMENT OF TRADE AND
INDUSTRY

No. R. 1640 3)S“9e’ . 9June 1992
SOUTH AFRICANSUGAR ASSOCIATION

SUGAR ACT, 1978

The South Aftican Sugar Association hereby, in
terms of section 6 (1) of the Sugar Act, 1978 {(Act 9 of
1978}, prescribes that the maximum industrial prices at
Durban per metric ton at which refined sugar and
brown sugar packed in 25 kg pockets may be sold on
the local market with effect from 9 June 1992 shall be:

Refined sugar: R1 589,00.

Brown sugar: R1 443,00.
14046—A1
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" Theé-:drought-hit sugar crop for the 1992/93 season
d deterioratéd since the last revised estimate of
L7 million tons in April, the SA Sugar Cane Growers
Association .said yesterday. Jack Wixley, deputy dj-
rector of:the, association, said he expected the next
estimate to be ‘sub'sta;g,tially lower at 1,5 milion tons}
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'By Nell Behrmann

LONDON — South Afrj-
ca’s latest raw sugar crop
could slide to' ‘only,
1,54 million tons {his; year
" from recent annual . Crops
_of around 23m11110n in-
dustry sources say.’ .

Since the domestic rriar-
ket .consumes ‘around
1,4 million tons,, exports
could ‘slump to just- over
100 000 tons from‘ 900 000
in previous years,” .,

While the latest oiﬁc1a1
estimate for sugar produc-
tion 'was 1,75 million tons,
the drought has.forced the
industry; to «drop- its.-origi-
nal estimates,

Zimbabwe’s crop 1s also
expected to be only
tenth.of its’ norinal’ 500 000
tons a'year. R

Prices have, risén to a
high.'of 10 US cents a
pound on the New York
sugar-exchange from a
low of 7,18 cents .




‘ gar-growxng areas~ ‘of Na 1
| and. . sharply redueed; ‘crlop
[ mey at.two. rmlls will got
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is, sedson’ and oth

' will- operate’on sh9r§ tlmd1

' with) normal erops; 16 mills
‘work fromj.the’ begmmngtof
. May..They. process, cane.uju-
- ally uintil the, end " of Deécem-
“ber! The ' closure of the two
| mills “willresult: in whelt in
. seasonal labour requu'e-
V mients, oo

Latest éstimates’ suggest a
H, crop of only 1.5¢million. tons.
‘|- Final crop’ estlmates will be

avajlable on’Jung;12; .
i " Last geason’s crop
3 ,rm[llon;tons
r John Chance,, chairman of
l‘ the SE“"Sugar Assocnatmn
t
|
Nt

! ;says ‘that. requirements for
the; dorxiestlc miarket: Wil e

e, and' part. portion; *of the

supphgs for. export contracis

will'.be! bought. from

¢ qountnqs Lt

g Sg‘pphes from the Urnzimm,
 kuhi:mill, will be; dwerted to
.Sézela, North Coast, cane for
;the ‘Entiireéhi -mill Wil go to
Amatlkulu Theaim is to keep
- these, millg»i operatmgn for a
" longertime mstead of closmg
: both earIy : ngky‘.“
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Cane-growers in line for

Rl3Qm d

RiDY 1«16
SA CANE growers could receive
R130m in drought relief aid from
government, SA Cane Growers' Asso-
ciation chairman Lawrje Gordon-
Hughes said yesterday.

Gordon-Hughes amounced in Dur-
ban details of a government relief
plan designed to ease the plight of the
drought-devastated cane-grower.

“The relief measures will assist in
supplementing the growers’ cash
flow and survival, but at a cost —
loans have to he repaid.” He said the
average farm's indebtedness of
R500 000 was at a level which gave
“great cause for concern”,

In terms of the drought relief
scheme, the grower would be eligible
to borrow up to R190 000 of crop loss
relief. The farmer would be obliged
to replant, at a cost of more than
R3500 a hectare, those parts of his
farm where the cane had died,

“In total, we estimate relief loans
required could amount to as much as
Ri30m.”

Gordon-Hughes said the average
commercial grower, who normally
produced close to 8 060 tons of cane,
could face a 60% crop drop due to the
drought. He added the result could be
a revenue loss of more than R200 000
for each farmer after taking into

i

ht relief aid
L. msmm?éizawj

account variabie cost savings.

Gordon-Hughes said current pro-
duction of close to 1,5-million tons of
sugar could easily meet domestic de-
mand, but exports would be badly
affected,

The association’s report says ex-
port losses for the industry may cost
cane-growers R300m, as sugar pro-
duction came in 750 0pp tons short.

As a result, SA has had to tmport
Sugar at sky-rocketing world market
prices to meet its export commit-
ments. And, the industry price of su-
gar shot up 14,5%, passing on a 24¢
increase to the consumer.

The SA Sugar Association denied

the price increase resulted from the
importation of sugar. An association
spokesman said, at the time, the sn-
gar industry had annuap price in-
treases which were unrelated to
world prices,
01 Our Durban Correspondent reports
that the R15m second phase of a
major sugar growing project in north
Pondoland, which wil create 400 new
sugar farmers and eventually gener-
ate R14m a year, was launched this
week at a ceremony at Bizana, near
the Natal-Transkei border,

- 4 report from the official Malawi}:

— Sapa-Reuter.AFP,

n ays

I .
visit“to Malawi
ANC president Nelson Mandelal!
yesterday paid a one-day visit tof §
Malawi, a staunch supporter of 2
SA through the apartheid years. ji;

The ANC confirmed the visit i
but would not comment further ong®

Bews agency that Mandela was ing.,

the country to meet Malawijan}
President Kamuza Band@

Banda has come unge :
national criticism for his govern.
ment’s repression of protest. Up
to 38 people were killed in May
when police fired on an anti-
government demonstration, - N

Mandela wasg reportedly re-
ceived at Blantyre's airport by}
Banda’s likely successor, Minj terjg’
of State John Tembo, C@

The visit Is liable to
controversy as Malawi,

throughout its isolation, .

Mardela this week sngbbeq
Kenyan President Daniel arapj}.
Moi on his visit to SA, becaase Moijs
had met President F W de Klerk
to become the first African head?
of state to meet an SA leader ing
SA since Banda in 1971, Kenya§j
Yesterday defended the meeting. §
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;R130m in drought relief ajd .from
government; SA Cane Growers’-Asso-
“ciation “chairmin ‘ Lawrie Gordon-
7 !?Hugh‘e‘s- said-yesterday:: ... .
" itGordon-Hugheés*announced in "Dur:
ban details of a- government relief
‘plan designed to ease the plight of the
drought-devastated cane-grower.
supplementing the growers’ cash
flow and survival, but at a cost —
loans have to be repaid.” He said the
average farm’s indebtedness of
1500 000 was at a level which\gave
“great cause for concern”,

scheme, the grower would be eligible
to borrow up to R190 000 of crop.loss
relief. The'fariner would' be'obliged
to.replant, at a cost of more than’
R3500 a hectare, those parts of his
farm where the cane had died.”

. {In total, we estimate relief loans.-
 required could amount to as much as
R130m.” = .

.Gordon-Hughes said the average:
‘ cqmmercial,,-g;'ower, who normatly.,
;produced closeto 8 000 tons of cane,,
.¢oilld face a 0% crop drop due to the
drought. He added the result could be
+a-revenue loss of more than. R200 000,
J: for each farmer “after taking into

iSA CANE :growers could receive

. “ “The relief measures will assist in -

In terms of the drought relief.

S——

‘Ting“for

id
[ meRERITH JENSEN !
account Variable cost Savings.

“Gordoni-Hughes said current pro-
duction of close to 1,5-million tons of

sugdr eould easily meet domiestic de-
mand, but exports would be badly
affected. )

The association’s report says ex-
port losses for the industry may cost
cane-growers R300m, as sugar pro-
duction’ came in 750 060 tons, short.

As a resulf, SA has had to import
sugar at sky-rocketing world market
prices to meet its export commit-
ments. And, the industry price of su-

. gar shot up 14,5%, passing on a e
increase to the consumer.

The SA Sugar Association denied
‘the price increase resulted from the

+ importation of sugar. An association

spokesman said, at the time, the su-
gar ‘industry had annual price in-
creases which were unrelated to
world prices.

* O Our Durban correspondent reports

that the R15m second phase of a
major, sugar growing project in north
Pondoland, which will create 400 new
sugar farmers and eventually gener-
ate R14m a year, was Iaunched this
week at a ceremony at Bizaria, near
the Natal-Transkei horder,
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{Export profits drying up
Export reims fr}n!l-sllilg‘a}ﬁrc expected to
fall by R450m-R500m, following the record
drop in cane production by the drought-
ravaged sugar farmers. The bulk gf t!le losses
will be borne by the already heavily indebted
cane growers,

Outgoing chairman of the SA Cane Grow-
ers Association, Lawrie Gordon-Hughes,
says that if the export revenues fall by
R460m, farmers’ losses will total R300m.

Production has dropped so muqh that the
industry will be producing vcry_httle sugar
for export, according to Dick R1dgway, _the
president of the Sugar Millers As§001atlon.
And, he warns, exports could fall still further

“if the drought persists.

The depressing figures follow a record
2,28 Mt production last year, Ridgway says,
however, that the industry’s contract export
commitments will be met, with sugar from
outside the country where necessary.

“This involves 180000t to 200000t of

C_Oowvtimago —Pp
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sugar from other origins. AEFéements have
been negotiated and, though I cannot divulge
the cost, I can say it was at a satisfactory
price.”

Addressing millers at the industry’s annu-
al meeting last week, Ridgway said the in-
dustry was doing all it could to minimise the
financial effects of the drought. This has
included rationalising production capacity.
For example, the Umzimkulu mill on the
Natal South Coast and Entumeni on the
North Coast were not opened. Other mills
would crush sugar cane only part-time.

Ridgway later added that, though the in-
dustry has high fixed costs that pushed up
unit costs when production fell, these would
not be passed on to consumers. “The recently
gazetted (wholesale) price rises, increasing
white sugar from R1 388/t to RI 589/t,
were below the prevailing rate of inflation
and were, as always, based on a normal crop.
Therefore, the effect of the drought will be
borne by the industry.”

Meanwhile, Gordon-Hughes has wel-
comed the State drought relief for cane
growers. “The reliel measures will assist in
supplementing the growers cash flow and
survival, but at a cost: the loans must be
repaid. Of added concern is the fact that the
average debt of each farm is R500 000.”

He expiains that the average commercial
grower produces 8 000 t of cane annuaily. A
60% drop, in production as a result of the
dreught would, after taking into account
variable-cost savings, result in revenue losses
of more than R200 000.

Under the drought scheme, the average
grower could berrow about R190 000 for
crop-loss relief. He also would have to re-
plant the cane that had died through lack of i
water (cane usually lasts about 15 years)ata
cost of more than R3 500/ha.

“We estimate that relief loans to the in-
dustry could total as much as R140m,” Gor-
don-Hughes says. “A sum of this magnitude,
even at low interest rates (still to be fixed,
though the industry is looking for 8%) will
further compound the indebtedness problem
and will challenge growers’ management
abilities in the years to come.” ||
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THE sugarsln{lusg'—yj Small Grower De-

. velopment Trust has received a boost from
the:-renewal of-US sugar quotas.

;  The US'will pay SA producers the same
subsidised’ price that US producers re-

. ceive, roughly US21¢/1b compared with the

* world market price of 9,63c.

In a méve initiated by the SA Sugar

. Association (Sasa), the industry has voted

| to allocate half of the premium realised
from the price differential; amounting to

‘ R20m over the next five years, to the Small
Grower Development. Trust.

' The othér half of the premium has been
earmarked fo cover the administration
costs of Sasa’s Financial Aid Fund.

- Sasa executive director Mike Mathews
saidithe fndustry had proposed this idea to
the 'US when ‘sanctions were imposed
against SA exports in 1986,

“We explained that wgllintgndeg?-to give
the premium to. small ‘growers and askeil
that sugar bé ; exempt, from sanctions.”
However, the US did not agree,

The Small Grower Development Trust

."‘
, R
- t
R

I'growers benefit
US sugar quotas

(3

" crop in KwaZuly where

@Sw}q{

[ mEReorH Jensen |
was officially Iaunched in April this year,
shortly after the US restored its quota to
SA sugar producers.

The trust was enacted to help set up a
support system of communication and en-

courage community development for more |
than 40 000 sma]l growers, ’

Smail Growers Association chairman
Wilson Lithuli said: “Small cane growers
represent SA’s largest black commercial
sector. The trust will be the key to working
out our own problems.”

Mathews said the indusiry felt it had a
moral obligation to distribute the premi-
um. “The industry is concerned and will
continue to be involved in the upliftment of
people living in rural areas,” he said,

»~ugar cane has been the largest cash
v most small: grow-,

ers live, In support ‘of the, trusf, growers,
“have agreed to contribute 30c per ton of*
cane toward their future,




4:).yesterday;

{'tion by.sugar;
:::of about 30:

Tirery h

>

)

T L L e

EEERTE Y

~Qperation
- THE Sugar A

A SEn 0 Aty had- allbgatgd
=4 R260 000 to ¢ hbmdisethe Qistribi;~

%10 drought-hit rural copraunities
Y:l.in Natal. @g ‘ TR

Rl RN
e S

. Wakeh,
ssociation?of SAsaid

growersan millersg

LY

tition litres.of wate




it e
: ")

e — AR A0 AT T A (R R Y

nTgoA) )il
DURBAN — SA’s drought-hit 1992/93 su-
gar crop was unlikely to exceed 1,5-million
tons, and recent frost was expected to
affect subsequent output although it was
far too early to assess the extent, industry
officials said.
“Reuter reports SA Sugar Association
(Sasa) chairman John Chance told the asso-
ciation’s AGM yesterday that recent se-
vere frosts in the Natal Midlands, only
slightly affected by the drought, were ex-
pected to cause further serious damage. '
“We're talking about the 1993/84 and the
1994/95 crops,” said a spokesman.
Industry officials have estimated this
year’s drought will cost the country 750 000
tons in lost exporis from the current crop.
Chance said the Development Bank of
Southern Africa had agreed to fund the
construction of the proposed Driekoppies
Dam, considered essential to medium- and
long-term water supply for a proposed new

.sugar mill in the eastern Transvaal.

But Cabinet approval was still needed

‘pefore Transvaal Sugar could start build-

ing the mill, which industry sources say
would produce an additional 150 000 tons of
sugar a year from about three years after
the final go-ahead is given. -

Chance said Sasa had enjoyed consider-
ably greater access to a number of poten-
tial markets previouslyclosed to it be-

ke 4

cause of SA’S past iSolation? i

The industry could expect possibly

greater diversification of export markets

h A B e B
TR AR ., » LA
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Drought and frost take
toll on sugar farmers

once prmgfgl increased, he said, but
added this did not mean it would desert
long-established markets in the Far East,

MEREDITH JENSEN reports Chance
said negotiations were the only feasible
option for resolving SA’s problems and
Codesa, for all its weaknesses, remained
the best channel for arriving at a solution.

Chance said the sugar industry had be-
come involved with local peace initiatives
in Natal and KwaZulu, especially at Mpu-
malanga where factional fighting had tak-
en place for nearly four years. ;

. Sasa vice-chairman Glyn Taylor said
price increases for sugar had averaged
12,8% a year over the past six years.

“Phis is in contrast to the food price
index that averaged 17,9% and a consumer
price index of 152% for the same period.”

Taylor said savings had heen passed on
to the consumer as the price of soft drinks,
chocolates, sweets, jams, canned fruit and
other foods had heen kept down.

Taylor also called for SA and its neigh-
bours to explore forming a regional sugar
body similar to the Latin American and
Caribbean grouping Geplacea.

“] have in mind that such a proposal
could be of interesi to Malawi, Zimbabwe,
Zambia, Swaziland, Mozambigue, Angola,
Mauritius and possibly Kenya and Tan-

‘-zania, and- I-would like to fhink that we
might sponsor an invitation to these coun-

tries to meet and explore the merits of
such a proposal,” he said. .
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Tongaat meeting expectations

. uqas”
By Stephen Cranston % fb

Tongaat-Hulett chairman Chris
Saunders told shareholders at
the AGM at Tongaat, Natal, at
the weekend that despite eco-
nomic difficulties, the group
had met expectations for the
first quarter of the financial

year,

“1 pad hoped to forecast at
least a 15 percent improvement
in earnings for 1993, but the
continuing crisis facing the
country must of necessity tem-
per any such prediction.”

T

Mr Saunders said the cotton
industry was facing one of the
worst seasons on record, The
current crop estimate was
100000 bales of lint — 75 per-
cent down on the record harvest
of 1988/89 and 66 percent lower
than the harvest of the previous
two years.

He said that poor rainfall had
resulted in the failure of sugar
crops on both the north and
south coasts of Natal.

The most recent Sugar Asso-
ciation estimate was that the
cane yield would be no more
than 75 percent of that realised
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lasi year.

On Friday morning the Ton-
gaat-Hulett board approved the
major sugar cane irrigation
project for Heatonville in
Northern Natal at a cost of
R100 million.

Mr Saunders said that by Sep-
tember 1954 the area should be
capable of producing 500 000
tons of cane to be milled ai the
Felixton mill,

The group was planning addi-
tional capacity within the
starch and sweeteners division
and expansion of the Hulett
Sugar Refinery, he said.




Fhase 1, due for com-

ivpTld LUEVCON Froper-
ties, says the office space

TSB sugar mil
Sctsavg !

awaits

ST b
governmen?férelglfl Llight

By John Sherrocks

DURBAN - Having won
the controversial battle
for the rights to build a
mill in the Onderberg
area of the Eastern
Transvaal, Transvaal
Sugar's (TSB) plans for
the R350 miilion project
are in danger of going
sour, ’

TSB maintajns that it
cannot risk the huge cap-
ital investment unless

the R40¢ million Drie-
koppies Dam gets the
green light,

The Development
Bank of SA has approved
a loan to finance con-
struction of the dam but
the South African Gov-
ernment is stalling on
providing the necessary
guarantees, ’

TSB says Government
approval is “critically
urgent” if a delay in the
long-term project is to
be avoided.




SUGAR may have to be im-
ported for the first time in 10
years because of the drought.

Present estimates suggest
sugar production of 1,5-mil-
lion tons in the current sea-
son from April o0 December.
But final estimates, due at
the end of this month, could
reduce the figure to a “worst-
case scenario” of only 14-
million tons.

The fine line between
meeting domestic demand
and committed exports could
force the SA Sugar Associ-
ation (SASA) to import.

Steps have been taken to
meet this possibility.

The drought, which has af-
fected all farming sectors,
will have a major impact on
SA’s balance of payments.

Tongaat-Hulett chairman
Chiris Saunders told the com-
pany’s annual meeting that in
a nermal year SA was a net
exporter of farm products
which earned valuable
foreign currency.

Mr Saunders said: “Apart
from the many political and
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social implications of the
drought, the present climatic
conditions will condemn SA
to the third consecutive year
of negative growth and will,
according fo the Reserve
Bank, haive the balance of
payments surplus.”
Milling

Brian Sugden, director of
agriculture economics at the
SA Cane Growers Associ-
ation, says exports last year
amounted to 913 000 tons —
40% of production — and
were worth R525-million.

Based on earlier estimates
of sugar production of 1,65-
million tons, exports would
have to be reduced to 18% of
production, or 300 000 tons.

If preduction is 1,5-million
tons, exports could be cut to
150 000 tons worth only R186-
mitlion.

“If the worst scemario is
realised, SA will have to im-

port sugar to meet domestic
and export commitments,”
says Mr Sugden.

SASA exports to Japan,
Korea and Israel and has oth-
er short-term commitments.

Domestic demand is esti-
mated at 1,35-million tons,
but because the milling sea-
son is likely to be curtailed to
the end of October or early
November, additional stocks
will be needed. The next sea-
son hegins again in May 1993.

The worst-hit growing
areas are on the Natal South
Coast, some areas on the
North Coast and in Zululand
near Empangeni. Two mills
on the South Coast, Umzim-
kulu and Entumeni, will not
open this season.

Mr Sugden says the cane
roots in some areas are dy-
ing. Instead of waiting for
spring rains to rejuvenate the
crop, many growers are cut-
ing cane for fodder. As a re-
sult, ploughing and replant-
ing will be necessary.

Replanting will pui pres-
sure on the availability of

Sugar imports likely for
ein 10 years

seed cane which could affect
next season’s crop.

The drought has also
affected the pooling system.
Sugar from farmers with A

] allocations is destined
or the domestic market and
B pool for export. Export su-
gar generally fetches lower
prices than in SA and far-
mers have to foot the bill
With shortages expected,
most production is destined
for the domestic market.
Cane payments to farmers
have risen by R50 to R690 a

ton.

The drought has also hit
Zimbabwe and Swaziland.
Together with the drop in
supplies from SA, the inter-
national sugar market will
be short of about 1,5-million
tons this year. World prices
rose on news of the African
drought, but have retreated,

SA farmers will be helped
by the drought aid scheme. A
re-establishment loan, repay-
able over eight years at an
interest rate of 8%, is avail-
able. €rop-loss loans, on simi-
lar conditions, are offered.
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Waiting fo!' a sweeteneér
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the Department of Water Affairs in the
fertile Onderberg basin, south of the border
town of Komatipoort.

The dam is central to a sugar project
aimed at opening up 12000 ha of new cane
land, which will cost sugar growers roughly
R10000/ha to develop.- The company says
that once there is a commitment to the dam,
it will proceed with work on a R350m-plus
medium-sized sugar mill. Long-term plans
call for possibly doubling the mill’s capacity
and building a second dam.

Transvaal Sugar expects the long-delayed
decision in the next few weeks, but if the
decision is negative, or is delayed further, the
company could face penalty clauses for can-
celling or postponing work already started.
The matter ‘s now with Finance Minister
Derek Xeys, . ho will make a recommenda-
tion 10 thq:quli)ingt.

1y
PRSI

Government is
guarantees but if it doesn't give the go-ahead

work on the mill for another year because it
the start of a sugar milling season, which
Snyman says: “We have gone out on a limb
sive.”

1t is believed that
oping the mill to Durban-based Bosch &

this.

an international riparian treaty involving

olqr GOV

expected to approve the
soon, the company may have to postpone
wants the mill’s completion to coincide with

occurs each April. Financial GM Hennie

and given out some of the work. If we are
wrong, cancelling that work could be expen-

Transvaal Sugar has
awarded the management contract for devel-

Associates, but Snyman would not confirm

He says the uncertainty over timing —
there have also been substantial delays while

Swaziland and Mozambique was negotiated

— has persuaded the company not to;obtain
outside financing for the project.

“Though there is considerable interest in
our scheme, we doubted the wisdom of ob-
taining the backing of an institution and then
having to repeatedly report postponements.
1t now gives us considerable flexibility in
structuring finance for the scheme. We will
bankroll the first year of the project from
existing resources while we consider the op-
tions for the balance.”

Among the choices are listing Transvaal
Sugar or, more likely, 2 rights issue by its
parent, Rembrandt’s Hunt Leuchars &
Hepburn. Or it could seek a partner in the
development project. One option that has
already been ruled out is to borrow the mon-
ey against the company’s balance sheet, but
issuing debentures through the parent com-
pany is also a possibility. |

e ——————
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A SURPLUS in world sugar
supplies seemed likely for
the 1992/93 season despite a
decrease in the SA and Cu-
ban crops, the Lonrho Su-
gar Corporation (LSC) re-
ported in its annual review.

LSC chairman Rene Le-
clezio said a reduced de-
mand for sugar in the for-
mer Soviet states and in
China, which produced a

Surplus in
i

bumer sughr crop this
past season, combined with
predictions of above aver-
age crops in the US, Europe
and Thailand, indicated an
oversupply for next season.

LSC, whose major sugar
operations are in Malawi,
Swaziland and Mauritius,
was nhot badly affected by
the drought which has dev-
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ugar supplie

astated SA’s sugar crop.

The company realised a
4,4% rise in pre-tax profits
to R113m for the year end-
ed March, with profit at-
tributable to shareholders
up 8,8% to R57m.

Total dividend for the
year increased from 200c to
220c a share,

Leclezio said the rise in

p—
e it

profits wa ther indica-
tion of LSCs reduced de-
pendence on the world mar-
ket, whose spot price of
US8.9¢/lb was 20% lower.
than the 11,09c Lonrho re-
ceived for its sugar last
year.

LFCs Glendale opera-
tion in SA had been dra-
matically affected by the
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profits as well as a crop ;
rednction of more than 30%
was predicted for this year.
Sugar industries in
Malawi and Swaziland had
become the major suppli-
ers of sugar in this region
as a result of the severe
drought in SA. More than
100 000 tons of Swaziland
sugar had already been
supplied to Zimbabwe, ac-
cording to the report.
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Helped by the drought

Activities: Sugar grower, with citrus and other
agricuftural interests,

Control: The Crookes faﬁ'}"y/.‘ ”H, 7 z
Chairman: /7 S Gitart; MD: D J Crookes.
Capital structure: 12m ords. Market capitafisa-
tion: R68m.

Share markel: Price: 570c. Yiglds: 3,7% on
dividend; 10.5% on earnings; p:e ratio, 9,5;
cover, 2,8. 12-month high, 625¢c; low, 525¢.

Trading volume last quarter, 4 400 sharas,
Year to March 31 9 90 9 92

ST debt {ROQO} ...... 494 8874 1286 1573
LT debt {ROOO} ...... —'  — 1000 500
Debtiequity ratio ..... — 012 003 0,02
Shareholders’ interest 092 083 092 0,9
Return on cap (%)} .. 100 8,0 7.3 8,1
Turnover {Bm) ........ 298 361 354 440
Pre-int profit (Rm) ... 7.9 73 82 8,0
Pre-int margin (%) .. 16,6 10,8 12,2 16,3
Earnings (¢} ............ 51,5 60,8 520 60,0
Dividends {c} .......... 275 31,3 19,0 21,0
Naet worth {g) ......... 609 632 685 751

Limited exposure to dry farms has been
Crookes’s saviour. Dry farms — that is,
those without irrigation systems — have
been hammered by the drought.

Farms on the Natal south and north coasts
have generally been particularly badly hit.
Crookes will not be unaffected, as it has dry
farms on the Natal south coast, which consti-
tute the group’s original farms,

In fact, Crookes’s diversification pro-
gramme, away from the south coast as well
as out of sugar cane, will show benofits this
year. MD Dudley Crookes says the group “is
not doing too badly, despite the drought.”

The sugar farms in Zululand, Swaziland
and Komatipoort are irrigated, as are the
citrus and deciduous fruit farms in the Cape.
Sugar cane yields on the south coast farms
will drop around 65% this year, while those
under irrigation will drop only 15%.

as prices fetched will be higher than normal,
because of the lower national output,
Crookes will fetch better prices for its sugar
output as more of the group’s crop will end
up in the higher-priced “A” pool, aimed at
the domestic market,

“A” pool prices will be between R675 /1
and R700/t of sucrose this year, well up on
the R610/t price last year. The “A” pool
prices compare favourably with the “B” pool
prices for exports, which are around R325 /t
of sucrose. .

The drought has affected the citrus utput
as each fruit is smaller, though total tonnage
levels have been maintained. The deciduous
fruit farm, acquired in November 1991, will
achieve its projected profit this year, he reck-
ons. However, tough South American com-
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petition is placing pressure on export prices
for both citrus and deciduous fruit.

Current year profits will also be supported
by the C G Smith dividend, which accounts
for about 6% of Crookes’s pre-tax profit, as
C G Smith’s interim dividend declared was
up marginally on the previous year.

But crocodile farming, a small profit con-
tributor, is taking flak as international reptil-
ian prices have halved to US$3 Jem, the
result of a world surplus.

Holding the share provides an investor
with an unusual opportunity to participate in
a range of agricultural activities, which in-
clude grain, sheep and banana farming,
Crookes’s investment of 300 000 shares in
C G Smith is worth 275¢ a Crookes share,
suggesting the market prices the remaining
assets at only 295¢ a Crookes share. But the
share does not trade often. The 9,5 pe is
slightly below the sector’s pee of 10,6.

William Gilfilian
—————— —

The drought wiil actually help the group, :
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R450m, 13 {)0 t-capacit! > gmast?fs;gar
mill, in the eastern Transvaal’s Onderberg/
KaNgwane area, needed two ingredients for
success: timing of the development to co-
incide with the harvesting of the 1994 sugar
crop, and government backing for the con-
struction of a dam in the area (Business &
Technology August 28).

While awaiting government’s decision, the
company went ahead somewhat gingerly,
awarding €ontracts for preparatory work for
the mill to ensure it got the timing right. In
doing so it took a chance that government
backing for the dam would be forthcoming.
[t came just in time.

Water Affairs Minister Magnus Malan
this week announced government’s intention
lo proceed early next year with the construc-
tion of the Driekoppies Dam on the Lomati
River, a tributary of the Komati. The
R329m scheme is being financed by the
Development Bank of Southern Africa. The
partly completed dam will begin filling in
about 1996,

Driekoppies is necessary to stabilise water
supplies for both sugar farming and milling.
Had government delayed its decision to sup-
port the construction, Transvaal Sugar
would have had to freeze development of the

mill for at least a year. In addition to having
an inflationary impact on the cost of the
development, the delay could have resulted
in stiff penalty clauses being invoked for
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ready contracted out.
wogias‘the ]zroject been delay'ed a year, says
MD Willem Bekker, the cost in lost turnover
alone for the company and the sugar f?rmers
would have been R200m. “We tpld govern-
ment we needed an answer by mld-Octobelx;,
though the absolute deadline was the month-
end. As it was, the Minister let us know on
26.”
Oc’It‘tl]lt:J?ll;gh the start-up issues havq been re-
solved, the company must still decide how tlo
finance the mill’s development. It has al-
ready decided to bankroll the first year g
work itself. Mechanisms that could be use
include a possible listir_lg or, more likely, a
rights or debentures issue by its parent,
Rembrandt’s Hunt, Leuchars & Hepburn.
One option that has already been rulefl out is
to borrow the remaining capital against 1ts
balance sheet. There is also an m_mnde
chance that Transvaal Sugar could simply
seek a development partner. Bekker says a
decision will be made early next year. H
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TONGAAT-HULETT increased
attributable earnings and main-
tainedrthe interim dividend in the
face> of difficult trading condi-
tions in the half-year to end Sep-
ten;l‘tﬂ)"er. .

The Natal-based group, which
manufactures sugar, building mate-
rials, foods, starch and sweeteners,
textiles and aluminium, had fo con-
terid With a drop in turnover, a sharp
rise in taxation and effects of the
droiight.

Hoivever, it managed to increase
earnings by 2% to 874c (85,8¢c) a
share, and raintain jts interim divi-
demt at 23c a share.

Piirectors pointed out earnings
were-based on half the sugar divi-
siol’s estimated earnings for the year
toggther with the interim results of
Tongaat’s other divisions.

Tufnover declined by 4% to R1,5bn
from R2bn, and operating profit was
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marginally lower at R141,6m
(R141,8m).

Directors said although the poor
state of the economy and the drought
affected the group’s businesses, the
group had managed to maintain its
operating profit. .

An emphasis on cash flow and un-
der-performing operations resulted
in lower borrowings of R551m from
R687m at end-September 1991,

Directors said taking into account
the seasonal nature of Tongaat’s dgri-

© R88,2m.

cultural op ons, borrowings net
of cash resources were expected to
decline to about R120m (R232m) at
year-end. .

Lower borrowings and the dramat-
ic reduction in the interest bill to
R389m from R53,6m, saw pre-tax
profit rise by 16% to R102,6m from

Higher deferred tax and the with-
drawal of tax allowances, particular-
ly export incentives, were reflected
in a 58,8% hike in taxation to R37,4m
{R23,6m), and resulted in a rise of
only 1% in profit after tax to R65,2m
(R64,6m),

The sugar divigion’s perfermance
continued to be affected by the crip-
pling drought and was expected to
show a reduetion in earnings of R26m
in the full year, directors said.

Tongaat expected no improvement
in trading activities for the remain-
der of the year. In view of the drougl]

and its effect on the sugar divisions’
earnings, results for the year “are
nnlikely to equal those of last year”

L)
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Sep 30 Mar 31 Sep 30
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- Turhover (Bba) ... 2,02 195 185
- Operating inc {Rm) 142 139 142
‘Attrbutable (Rm) .. 642 86,0 65,4
Earnings {&) .......... .858 11489 874

'Dividends l6) ... 23 B0 23

ations and putting capital resources into
those businesses which are performing well.

Sugar remains the mainstay, and the esti-
mated R25m reduction in earnings expected
from this division, which should see sugar’s
contribution drop to about R60m, or 35% of
total profit, is largely beyond the control of
management. The industry faces the double
disadvantage of a drought (it’s too late for
recent rains to affect this season’s crop) and
the continuing weak international sugar
price.

The division will get abont half of the
R200m that Tongaat plans to spend this year
on expansion projects, with about R70m go-
ing to the aluminium division and R30m to
starch and sweeteners.

The other three divisions will continue to
receive critical attention, which could result
in disposals or shut-downs.

Concentration on cash flow — Tongaat’s
traditional strength — and on costs have
brought net borrowings down to R551m,
expected to be reduced to about R120m at
year-end. This in turn has brought the inter-
est bill down more than a third to R38,9m,
though much of the benefit is lost to the
similar. increase in tax to R37,4m.

Management says tax increased due to
higher deferred tax — last financial year the
deferred tax provision was reduced by 2%, in
line with the drop in the tax rate, not repeat-
ed this year — and the withdrawal of some
tax allowances on export incentives. Particu-
larly hard hit by the latter were exports from
the aluminium division.

Considering its mix of business, Tongaat-
Hulett seems to have done a creditable hold-
ing job by lifting earnings slightly and main-
taining the interim dividend. This is on
increased cover (3,8 times apainst 2,7 at
year-end), which suggests there is little
chance of the final dividend being cut.

What the results don’t explain is the lan-
guishing share price, bumping along at
R14,75 after trading at R24,50 at the begin-
ning of the year. It has dropped 35,9% since
February,

Part of the problem seems to be the per-
ception that Tongaat-Hulett is a sugar
group, and that the outlook for sugar is
dismal, locally and internationally, for the
coming year. The price of C G Smith Sugar
has dropped about 40% since listing carly
this year.

The drought has depressed local expecta-
tions, with total production estimates for the
industry revised down to 1,51 Mt, compared
to the 1991-1992 season’s output of 2,23 Mt.
Overseas, the price remains a low US8,5¢/

yZJ

Ib, with little prospect of an increase in the
short term.

Of course, Tongaat-Hulett’s interests are
far broader than sugar (though most of these
are also in depressed industries), despite the
general perception. Management will be ar-
guing against this, and will also contend it
does not depend as much on cyclical indus-
trics as is often believed. The strong balance
sheet and large asset base make the share a
low-risk investment, but it needs some spar-
kle before it will start to attract attention in
the market. Shaun Harnis
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DOHBYL 15 to export us pro°
Ject management expertise
to Afrrea in a bid to tap inter-
national development funds.
Turnkey projects are the
target, says executive direc-
tor Louis Taljaard.

“Institutions like the World
Bank and African Develop-
ment Bank are looking for
experienced companies Lo
manage projects in Africa,
‘This opens up vast opportuni-
ties for us.”

Mr Taljaard says Dorbyl is
tooking Beyond the borders
because condracting opportu-
mties tn South Africa have
dried up with the slowdown
in gross domestic fixed -
vestment — particularly
from the mining and power-
generation sectors.

A third of Dorby¥'s sales 1
the year to September were
directly linked to gross dom-
estic fixed-investment spend-

ing, results rele; this
week show. @ =
Little

By CHERILYN IRETOM

content that can be done by
South African compantes,”
says Mr Taljaard.

Mostert believes that
the tough times that have
characterised the engineer-
Ing industry for the past few
years have become the norm.

“The group has to be right
sized for today’s market and
that means reducing our de-
pendence on fixed-iovest-

e u&_..m..ﬁ -

-
ading
Opportimities in Africa in-
clude work at the Cahinda
oilfields, where Dorbyl has
linked up with a foreign con-
sortium.
Mr Mostert says Dorbyl
has not given up the idea of
unbundling

“The logic of unbundling

our business 15 sound But it is
a matter of timuing. The 1deal
time would be when the mar-

But confracting actimties ket would react favourably

provided less than 10% of the
group's operating profit of
R141,1-million, Their re-
duced contnbution was cne
of the mawm teasons why the
group's taxed profit shrank
by 21% to R9Z3-million for

Ewﬁqmm_..
Alusaf and the Columbus
stainless-steel project — if it
comes on stream — will pro-
wide work for cotnpames like
Dorbyl, but chief execotive
Dawid Mostert warns that
engineering works will re-
ceive [ittle business until
1994
. But when the work begins,
its contribution to ndustry
will be constderable

“Alusaf is twice the size of
Mossgas 1n terms of the work

to such a decision and when
all three of our operating en-
gines were going fairly
strongly.” - 14

Varying

Dorbyl recently restruc-
tured into three eperating di-
visions: eontracting, manu-
facturing and irading. Each
achieved sates of roughly R1-
billion m the year, but made
varying contributrons to op-
erating profit,

The manviacturing divi-
sion, which is heavily in-
volved in the transport and
tube industnes, accomnted
for more than half of the op-
erating income. Trading ac-
tivities chipped in a third.
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By IULIE WALKER

TONGAAT managing di-
rector of 16 months Ce-
dric Savage has outlined
two ways m whick the di-
versified sugar company
should be able to deliver
real growth for share
holders.

At a presentation to the In-
vestment Analysts Society in
Johannesburg this week, Mr
Savage said that if all six
manufacturing divisions
were to operaie at capacuty,
it eould mean an extra R7(-
million for the bottom lice.

For a group that made
Reé5-mallion 1n the six months
to September that would be a
meaningful increase.

Latgely because of the
drought, Tongaat Sugar had
48% spare eapacity this year,
At full tlt, it could add R30-
tnillion. Building materials
gperations were working at
hali capacity and feod and
textiles were a third below
s_pm.. they could handle, he
a1

Cities

There were smaller
amounts of slack in alymin-
wm and in starches and
sweeteners.

The other major play Ton-
gaat conid make would be to
unlock asset values,

Mr Savage gave examples,
such as the sale to employees
of company-owned houses.

“When sugar mulls were
first established, they were a
bit like mines in remote
areas and they bad to have a
total mfrastructure to at-
traet people to work there.

“With the spread of urban-
isation, many of the houses
are next to cities. We have
5000 company-owned houses
and are onselling the non-
strategic ores to employees.

“With other surplus land
and buuding sales this year
we will have realised more
than R25-million.”

The turaing around of non-
performing businesses, and
tighter management of work-
ing capital enabled Tongaat

o lower borrowings by R136-
million to R551-mallron.

At the 1952 interim, Ton-
gaat improved its earmings
op a 4% fall 1in turnover to
R19.billion by beng mere
productive and because of a
27% lgwer interest bill of

_ R38,9-muilien.

Sugar clepped in 35% of
the R142-millton profit, alu-
mmum 4%, starches 17%
and food 15%. Textiles and
building materials, adversely
affected by recession, made
relatively * small contribu-
tions.

In normal years, Tongaat’s
earmngs are greater 1n the
second half than 1n the first.
But Mr Savage beheved that
drought, violence and reces-
ston would prevent a second-
half fillip 1n the current year.

The group woald expand
its core businesses of alumin-
ium, sugar and 1n starches
and sweeleners.

“We do not need sugar
farms, but cane for our mills.

t Ton
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CEDRIC SAVAGE. Houses for sale to employees

gaat could
earn extra R70m a year
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Many canegrowers can do
the job better than we can,”
sard Mr Savage.

“We have concentrated on
running the mulls efficiently
and on keeping the umit eosts
dewn, We don't have many
other options when the rev-
enues are not there"

Expansion was taking

lace at Hulett Alumimum in

aritzburg. Mr Savage said
the advent of Alusaf wonid be
good for Tongaat’s alumue-
1m business because it
would mean a continuous
source of alurmmum ingots
at competitive prices.

Ingots are the raw mate-
rial for Hulett Alurumum’s
value-adding roling and ex-
trusion processes. It makes
tolled produets, such as foif,
sheet and the erds of drinks
cans and electric transmis-
sion lmes.

As did all textile manufae-
turers, Tongaat’s suffered
from the Government's

rccz_mu_dsmmeu&mu.
port incentives and impart!
protection, Loser Hebox den-
in was sold and thefuture
profitability remained uncer-
tain, he said.

Starches and sweetener|
products are used 1n beer and
soft-drinks production, cofiee
and creamer products amd
paper manufacture among
others.

Foods had a good year
from maize mea] and an 1m-
proved performance from
Ecmw_.oaam ._.onmwwm Emw
supples eggs, cookmg aoil,
nuw.dm_ feeds and cotten.

‘Tongaat 1s the leading sup-
wmm_. of clay and concrete

ricks and blocks through
Corebrik. It has been badly
hit by a lack of building ac-
tivity and the pumber of em-
ployees has been reduced by
14 G010 to 5000 in six years.

Singapore

Mr Savage said he was of-
ten asked whether bricks had
a foture in the mew South
Africa. In reply, ke showed
pictures of attractive low-
cost brick terrace-houses in
SA, He said they had a ready
market.

He also showed applica-
tions of low-cost housing us-
ing Corebrik preducts 10 Sm-
gapore.

‘ongaat's seventh division,
property, is a significant con-
tributor to cash flow. Its
focus is administration of the
group's significant land as-
seis,

Mr Savage said attention
had been paid to underper-
formers. nw this weak eco-
nomy, he was reluctant to
make major changes through
purchases of companies at
unrealistic premiums or
through sales at discounts.

He said changes had been
made m 25 senjer positions
and some young blood
brought in to help Tomgaat
achieve 1ts objectives after
years of indifferent perform-
ance.

The share has been a rela-
tive underperformer in
recent years and if Mr Sav-
age and his team can unlock
the potential, 1t could be a
good recovery stock at
R15,75 — 7.5 times earnings.
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Tong ?expaﬁmx;
Umbhlanga interests.

':-nl

By Frank -.;gans ﬂ-&“ 2{FL. Assales gather momen-

The Tongaat- HuIett
group's commitment to
property development
north of Durban is likely
to hit the Rl billion mark
over the next decade,

The core of this mas-
' sive expansion is the
» Umhlanga area, where the
group is involved in the
multi-million rand Mount
Edgecombe Country Clyb
Estate through its proper-
ty development arm,
Moreland Estates.

4

tum at the estate which
has a goif course rivita-
lised by profess&onal
Hugh Biaocei, Tongaat
will then bring into the! de-
velopment process, “adja-
cent land where it.plads to
create a further golf and
community living enture,
with 500 homes. ,,,- h

With its substanti4} and
holdings on the Umhianga
ridge overlookifig the
town, other residentialide-
velopments are. unger

Way - AT l
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{ICS supp

By Stephen Cranston

ICS, one of the Big Three meat
producers, approves the post-
ponement of the listing of the
Abattoir Corporation (Abacor),
says chairman Robbie Williams.

Writing in the annual report
to September, Williams says that
ICS supports in prineiple the pri-
vatisation of state assets, provid-
ed it is done in an orderly man-
wer and does not reself in exist-
ing state or quasi-state monopo-
lies w&u:mﬁ replaced by Wﬁﬂwns
monopolies protecting v in-
terests. ¢
| A period of time after the re-
moval of the restriction on the
movement of meat is required
in order to assess its potential
profitability.

ICS does not favour plans to
give meat producers preferen-
tial financing for the acquisition
of shares in Abacor.

The distinction between con-
trolled and uncontrolled areas
for meat has been abolished, en~
abling ICS to source more live-
stock for slamghter at its own
abattoirs.

MD Nick Dennis says econom-
* lic circumstances and the intro-
- | duetion of VAT on fresh meat

- | has had a detrimental effect on
+ " | per capita consumption and vol-

ames sold,
ICS has continued to move

orts delay of

T V112 |9

N ennis

effect on consumption of
meat

etrimental

away from basic protein com-
modity products towards value-

added branded lines.

New products launched dur-
ing the year included Dairy-
Maid’s ice eream chocolate bars,
Renown's Select range of premi-
um processed meats, the Fid-

dlers and Pipers uncoleured
cheeses and Festive’s fresh poul-

try products.

Despite the long-term com-
mitment to addipg value and
building brands, the short- and
medinm-term foens for the
group remains low eost,

ICS's fresh milk interests

Abacor listing

operated in an Eﬁ%ﬁum&@ airlines impacted posi-

ment as n industry levy was
challenged in court and lost by
the Dawry Board,

The growth of many small
dairies resulted in competitive
pricing in many areas, and the
mcreased sale of long-life milk
affected fresh milk sales.

Pouliry experienced difficult
trading conditions, partieularly
in the second half of the year
because of industry overcapa-
city, low red meat prices and
worsening economie conditions.

Since May, all yellow maize
has been imported, increasing
the price by 24 percent. There
was an additional railage cast
averaging R70 a ton.

The inerease of 36 percent in
the price of maize for animal
feed was not recovered,

Dennis says that the focus of
pouliry subsidiary Festive
Farms will be to remain cost
competitive and to maintain the
ﬂmeE:EEnumw»on by adding

ue to poultry via high-quali-
ty branded fresh chicken and in-

" dividuaily quick-frozen products,

ICS continued to obtain almost
three-quarters of its earnings
from assoctates.

Fedics, which is 46 percent
held, enjoyed a satisfactory year
and the international traffic
bronght by an increased number

tively on the group's in-flight and
airport catering operations.

The Protea Hatel group (which
is 40 percent-held by Fedics) ex-
perienced margmal occupancy
increases which, with strict cost
controls, enabled Protea to show
4 good recovery.

Bull Brand, which is 50 per-
cent-held by ICS, improved vol-
umes and efficiency.

Acqusition of the Gants brand
enabled Bull Brand to increase
its share of the meat round-can
market.

Sea Harvest, which is also
50 percent-held, enjoyed another
successful year, during which
satisfactory catches reflected the
healthy state of the conservati-

vely managed hake resources.

With many of forelgn ecemo-
mies experiencing a downturn,
demand for white fish has suf-
fered and prices are under pres-
sure. Sea Harvest is budgeting
for a lower level of profits next

year.

Dennis says that group profit-
ability will be influenced by
shortages or surpluses of pro-
tein and in particular milk, red
meat and chicken.

The benefits of steps taken in
recent years to rationalise oper-
ations will help the group
arhieve acceptable earnings next
year.

Carrot needed,
says Mouton

By David Canniog (B89}

po—
DUREBAN — Extension of a
“earrot” rather than “a stick” is
snggested by the Mouten Com-
mittee as a way of getting peo-
ple to save for their old age.

Among its complex 674 pages
of analyses and recommenda-
tions released last week, the
committee suggests that the
state consider paying a special
“bonus” for retirernent savers.

The state bonus could be in-
troduced on the basis of 10 to
20 percent of the capitalised
value of the pension, subject to
a4 maximum of say R3000 to
B6 000 {which could be in-
ereased).  O7ap (1292,

A bonus at this level’ wonid
increase all pensions of R250 a
menth by between 10 and
20 percent.

However, to limit the extent
of the state’s exposure, the com-
mittee suggests the bonus be
phased ont at a total pension
income of about R10 006 per
person.

It estimates the total cost of
the bonus to the state would be
R100 million to R200 million.

This is just one of many
issues which the committee has
put to the Government for a de-
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Many Natal sugar farmers

still in ¢
By David mﬁ_aum@h..rwr\

DURBAN — Many Natal sugar
farmers are still in the grip of a
devastating drought which is
slashipg output and fnereasing al-
ready-high deht levels.

Recent heavy rains around
Durban have missed important

cane areas, particularly in parts -

of the Midlands and South Coast
where — even if good rains now
cccur — many farmers expect
w.._%hﬂ 1993 crops to be slashed by

Others face the enormeous costs
of having to replant most of their
farms, pushing strained debt
levels to unacceptable levels.

Moreover, the Land Bank has
shocked some farm corpmunities
by refusing to help those it feels
MW&.& have incurred too mouch

t

Experts estimate the drought
has cost the sugar industry
RE00 million this year — with se-
vious effects on suppliers, la-
bourers and the regional econ-
omy.

While there are hopes for an
improvement next year, the
carry-over effects of drought
mean the 1993/4 season will be

cisior, far from normal — and there

e grip of

ouﬁ.m_ﬂﬁg 1993/4 industry
in es-
timates are that the crop may
improve to 1,7 million tons from
Jhis year’s 15 million tons. Rain
- could alter this projection up or
down,

Under nermal circumstances
the sugar crop — which is Natal's
major product — should be from
2,1 million to 22 millien tons,

Some farmers complain the
banks encouraged their col-
leagues to over-extend them-
selves by placing excessive val-
uations on their properties.

Now that they nead Land Bank
assistance, their debt-to-asset
ratio is too bigh.

The Cane Growers' Association
estimates that about 30 of 550 ap-
plicants for Land Bank ascistance
could be turned down.

Rick Thompson, South Coast
regional econcmist with the as-
sociation, says a number of seri-
ous side effects have aecompan-
fed the drought:

@ The lack of employment alleg-
edly has led to a spate of fires
_started by unemployed workers.
~ ‘Burned cane has to be har-
vested rapidly, calling for in-
creased labour. One farmer at

drought

173/12/9 2
Sezela says he has faced a se-
ties of 17 fires on his farm,
@ Some farmers have had to re-
trench workers — or decline to
take migrant lahour. The situa-
tion has been aggravated by the
return to Natal of many mine
workers retrenched on the Reef.
@ The lack of growth means low
“eover” levels, leading to a weed
problem.

‘The agsociation estimates there
will be an overall drop in the
rumber of tons of cane crushed in
the Midlands next year — while
sucrose production at the three
mills (Nocrdsberg, Union Co-op
and Hlovo) will drop from 391 689
tons in 1992 to 291 659 tons in 1993.

Brian Sugden of the associa-
tion praises efforts of government
authorities to help farmers, in-
cluding a R26million food distri-
bution programme.

He is concerned about the
plight of farmers unable to ob-
tain financial assistance, How-
ever, great work has been done
by special “credit comumittees”
which bave been set up under
1teal magistrates. '

These committecs go into the
individuals’ circumstances — tq
determine whether their erises

can be resolved. '




‘Drought ‘will )
for C G Smith
z Lf,g;’"@w %

future’
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C G SMITH Bugar could rot avoid a decline
In profit in the coming year as factors in its
favour would be outweighed by the
drought, its effect on sugar production and
low world prices, chairman Glyn Taylor
said in the company’s annual report,

In the year to end-September, its first
year to report as a listed company, CG
Smith Sugar increased attributable profit
10%; to R87,im as turnover rose 15% to
exceed Rlbn for the first timae,

Leoking ahead, Taylor said a number of
cost-cutting measures had been introduced
and the company would benefit from an
increéased share of higher priced “A” pool
sugar, production. The warehousing and
distribution division would increase its

. contribution,

But he said the market had become a
dumping ground for surplus produetion,
and world sugar prices were generally
“well below the costs of production of even
the most efficient producers”.

The world price was lower than domes-
tie sugar prices in most countries, Taylor
said. Some countries afforded their pro-
ducers higher levels of protection, while
others were::beneficiaries of favourable
prices under the Lomé Convention,

In these countries, producers’ fixed costs
were covered and sugar could be exported
at marginal prices, leading to the market
becoming a dumping ground, Taylor said.

B T

sour the

MARCIA RLEHN-— ]

The SA industry eould not withstand the
importation of cheap sugar,:He said it was
open to question whether tliere would be
some relaxation of the “protectionist poli-
cies” and more open international trade in
sugar. If so, SA could take,advantage of
opportunities in the world market.

Taylor said the industrial sugar price
had risen 12,8% a year ovér the past six
years, while the food price index had risen
17,9% and the CPI 15,2%. This meant the
Sugar price was 12% lower than six years
ago in real terms, d

C G Smith Sugar had produced a near
record tonnage of sugar in the 1991/92
season. The full effects of the drought had
been avoided through the firm's geographi-
cal spread. Its share of industry production
rose to more than 48,6% from 43,5%.

The chemical division maintained its
contribution, and warehousing and distri-
bution increased their profits.

Taylor said SA's sugar export earnings
were expected to drop to R76m in the
current season from R525m the previous
year, mostly because of the drought’s ef-
fect on export. availability, The world su-
gar price was not likely to improve soon,
as early estimates for the 1992/93 season
indicated the third successive year of glo-
bal supply outstripping demand.

e
A



2 )Susty
SUGAR INDUSTRY OF
wy es(iIfq &

More rain, please

Though much of Natal's sugar belt has had
late spring rains, they haven’t been enough to
wash away the devastating effects of the
drought. There are pretiminary fears that in
some regions, particularly the Natal South
Coast and Midlands, the cane harvest may
be no better than last year's, unless the
rainfall increases significantly.

Last season the region produced only half
the normal yield and some of the worst-hit
growers were able to salvage only 10%-20%
of their crops. It’s estimated that the drought
has already cost the industry R500m — 65%
of it borne by the growers. The continuing
problem will aggravate the critical debt cri-
sis faced by some growers.

Though Sugar Association chairman
Tony Ardington stresses that any crop esti-

T-conkg —

el S et o~ o o 1
Canefields ... more rain will mean
more work
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M as|klar
mates are at best preliminary,
growers will have another bad season. “That
will make two straight years of negative cash
flows, particularly serious for those who had
significant debt loads before the drought.”

With late spring rains following last sea-
son’s drought, “even growers in the least
affected area — between Durban and Dar-
nell to the north — are nervous because
they’ve got late ratoons (new cane shoots),”
he says.

It’s not all bad, however. Ardington says
there are large areas that have had good
ratoons and if there are well-distributed
rains in January, February, March and
April, there will be a good crop. He concedes
he is hedging his bets because, in some in-
stances, all the damage done by bad growing
conditions in September, October and No-
vember could be undone by one good extra
rainfall in January.

Nevertheless, he endorses the view of Rick
Thomson, the Cane Growers’ Association
South Coast regional economist, that even
with good rains, the region’s crop will be well
down on normal. Says Thomson: “This is a
crisis in what, for the agricultural industry,
is an inherently stable sector. It could force
some growers out of business — particularly
young ones who have geared up to establish
their businesses in the past few years. Their
drought debts have simply been heaped on
top of mortgages that they would have been
able to service in a normal season.”

He points out that the Land Bank is refus-
ing loans to certain growers because of their
debts.

The one possible benefit from the prob-
Jems could be to deflate land prices, which
some people believe exceeded their €Cconomic
value in recent years. The downswing in
farm prices, however, is being delayed while
growers wait to see whether they can cover
their debts without being forced to sell.

Thomson adds that growers who have to
replant because of drought damage are being
hampered by a seedcane crisis. Apart from
the high replanting cost — about R3 500/ha
{cane has a normal productive life span of
about 15 years) — they are discovering that
an exceptionally large number of fires has
added to the damage done to seedcane by the
drought. “There simply isn’t enough seed-
cane to meet needs and it could take up to 18
months to re-establish the canefields on the
South Coast.” But he says that if the crops
are successfully replanted, most farms
should be back to normal in 1994, o
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~of ‘world market oppor-
‘tunities should . talks ..
wrtlun Gatt lead to re-

protectlomst policies, CG

“ group s annual repor.,

suggestmn that ‘S A
-should. throw ‘open’ 1ts
doors to sugar unports i

" Imports

o He says desplte 1ts low
productlon-cost Status,
‘theé SA sugar mdustry
~could not withstand im-
ports of cheap sugar .

The world- pr1ce is
.lower than both-the local
‘iprice.and the price in
most other countries.

tion have enabled certain
countries to export sugar
at their marginal costs

DURBAN — South Afr -, .
‘ea, ds 4 low-cost.. pro- .
ducer; would be well .
placed,to take advantage

+laxation of prevarlmg :

1, Smith Sugar. cha1rmani ,
+ Glyn Taylor sdys in- the-

~relisting on’the JSEJ"
~- Taylor dismisses any-

"High lévels of protec-

“-of productlom Vi
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world: market has be-'_l
" come F dumpmg ground .

for surplus production:’ .

“On’ average, world"-

sugar prices are well"

below' costs of produc-
tmn ‘of even the most ef-
f1crent producers ¢

. The SA sugar industry
would ‘not be prepared to
make major changes in

s If addressed, the mat-

+' policy unless otlier coun-'
BT #"tries made them as well.
;> However, writing in ifs "
flrst annual report since "

ter would have to be’

ﬂxed ‘by all the world’s
ma;or sugar producers.

Turnmg to CG Smith
Sugars prospects, Taylor
-gsays: “In the eircum-

. stances, a dechne 'in
S proflts cannot be avmd-.

ed A3

In ‘vxew ‘of current

7 clrcL\mstances, a'number

‘of cost-cutting measures
had been introduced.

On the brrght side, the

fy company should: benefit

from an-increased share
of higher-priced A-pool
-sugar production. = -

There should also be
increased contribution
from the warehousing
and dlstnbutlon division.
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SUGAR INDUSTRY | __ /.
SUGAR INDUS Ylolgs
Reform on the way

Top-level negotiations between sugar cane
growers and millers appear to be close to
several crucial decisions that will lead to
wide-ranging and fundamental changes in
the industry.

Under discussion are the formula by
which the industry divides the proceeds; the
single-channel marketing and export of su-
gar by the SA Sugar Association; import
tariffs; scrapping the quota system, which
regulates cane growing; eventually abolish-
ing the two-pool system, which gives growers
differential cane prices; and productivity in-
centives{Z) D r

Though the introdutlion of new measures
will probably be spread over several years,
the association published a cautionary notice
last week advising potential sugar investors
that changes are in the effing.

Problems stemming from the crippling
two-year drought, which this year slashed
R1,5bn to R2bn from industry earnings,
probably were the initial driving force for the

——N

talks, The drought also highlighted anoma-
lies in the division of sugar sale proceeds
between the growers and millers that tend to
favour the millers.

But association chairman Glyn Taylor
says the negotiations are also aimed at pre-
paring the industry for international moves
towards deregulation and the changes that
will come if the Gatt talks are completed. He
adds that, though agreements have been
reached in principle, much of the detail must
still be worked out. The first decision could
be just a matter of months away and will
probably deal with abolishing the quota sys-
tem, though this could take several years to
phase out.

The millers now issue quotas to growers
producing more than 450 t of sucrose a year.
They are effectively a licence to produce
cane, ostensibly to ensure cane supplies to
specific mills, but the only recent award of

new quotas has been in the eastern Trans-
vaal, where Transvaal Sugar is developing a
new mill. Abolishing quotas would enable
growers to boost production, particularly be-
cause millérs would be allowed to subsidise
cane transportation and thus broaden the
cane catchment areas. Larger volumes
should improve mill produetivity. Converse-
ly, though, larger volumes could also reduce
sugar prices for the industry.

The two-pool system allows growers to
collect one price for locally consumed sugar,
the A pool (1,3 Mt/year), and the lower
world price for the surplus, the B pool, usual-
ly about 600 000 t. This system, however, is
likely to be revised only in the longer term.

The issue of devising 2 more equitable
formula for dividing the sugar proceeds is
being handled by a task force that has been
given until April 1995 to establish a new
dispensation. In the interim, though, the
millers have agreed to boost the growers’
share this year by R30m. The current model
is based on set returns on capital after costs
and depreciation.

Taylor says the Gatt issue and the lower-
ing of tariffs could lead to competition from
imported sugar. He adds, fowever, that oth-
er countries will also lower tariffs and this
could lead to new export opportunities, par-
ticularly because the industry considers itself
a low-cost producer by international stan-
dards.

Whatever reforms are eventually made,
they should lead to considerable deregula-
tion, improved productivity and, Taylor be-
lieves, a strengthening of the industry’s role
as a major exporter. [ ]
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No. R. 555 2 April 1993
CORRECTION NOTICE
LABOUR RELATIONS ACT, 1956

CANVAS AND ROPEWORKING INDUSTRY (CAPE):
AMENDMENT OF MAIN AGREEMENT

The following correction to Government Notice No.
R. 1687 appearing in Government Gazefte No. 14050
of 19 June 1992, are published herewith for general
information:

in the English text of the Schedule in clause 4,

substitute the words " CLAUSE 23" for the words
“CLAUSE 21",

DEPARTMENT OF TRADE AND
INDUSTRY

No. R. 530 Z P49Y 2 April 1993

AMENDMENT OF THE SUGAR INDUSTRY
AGREEMENT

[, David de Villiers Graaff, Deputy Minister of Trade
and industry, acting on behalf and by direction of the
Minister of Trade and Industry, hereby, in terms of sec-
tion 4 (1) (c) of the Sugar Act, 1878 (Act No. 9 of 1978),
publish the amendments in the Schedule, which have,
under and in accordance with the provisions of section
4 (1) (b) of the said Act, been made by me to the Sugar
Industry Agreement.

D. DE V. GRAAFF,

Deputy Minister of Trade and Industry.
SCHEDULE

Definition

1. In this Schedule “‘the Agreement” means the
Sugar Industry Agreement, published under Govern-
ment Notice No. R. 858 of 27 April 1979, as amended
by Government Notices Nos. R. 1941 of 31 August
1979, R. 2435 of 2 November 1979, R. 310 of 22
February 1980, R. 864 of 25 April 1980, R. 905 of 2
May 1980, R. 1623 of 8 August 1980, R. 1933 of 19
September 1980, R. 2041 of 3 October 1980, R. 2514
of 5 December 1980, R. 255 of 13 February 1981,
R. 1185 of 5 June 1981, R. 2277 of 23 October 1981,
R. 2468 of 13 November 1981, R. 252 of 12 February
1982, R. 1906 of 3 September 1982, R. 9 of 7 January
1983, R. 852 of 29 April 1983, R. 1489 of 8 July 1983,
R. 1740 of 5 August 1983, R. 146 of 3 February 1984,
R. 261 of 17 February 1984, R. 599 of 30 March 1984,
R. 2827 of 28 December 1984, R. 1071 of 17 May
1985, R. 202 of 7 February 1986, R. 463 of 14 March
1886, R. 792 of 25 April 1986, R. 793 of 25 April 1988,
R. 1260 of 27 June 1986, R. 1628 of 1 August 1988,
R. 2075 of 26 Sepiember 1986, R. 636 of 27 March
1987, R. 1557 of 17 July 1987, R. 1971 of 11 Septem-
ber 1987, R. 558 of 25 March 1988, R. 637 of 8 April
1988, R. 722 of 15 April 1988, R. 1026 of 27 May 1988,
R. 1103 of 10 June 1988, R. 1617 of 12 August 1988,
R. 1947 of 23 September 1988, R. 374 of 3 March
1989, R. 1325 of 23 June 1989, R. 1326 of 23 June
1989, R. 2057 of 29 September 1989, R. 2432 of 11
October 1991, R. 3171 of 27 December 1991, R. 3161
of 20 November 1992 and R. 3306 of 11 December
1992.

No. R. 555 2 April 1993
VERBETERINGSKENNISGEWING
WET OP ARBEIDSVERHOUDINGE, 1956

SEILDOEK- EN TOUWERKNYWERHEID (KAAP):
WYSIGING VAN HOOFOOREENKOMS

Die onderstaande verbetering aan Goewerments-
kennisgewing No. B. 1687 wat in Staatskoerant No.
14050 van 19 Junie 1992 verskyn, word hierby vir alge-
mene inligting gepubliseer:

In die Engelse teks van die Bylae in klousule 4
vervang die woorde “CLAUSE 21" deur die
woorde ‘“‘CLAUSE 23”.

DEPARTEMENT VAN HANDEL EN

NYWERHEID
No. R. 530 2 April 1993
WYSIGING VAN DIE SUIKERNYWERHE!D-
OOREENKOMS

Ek, David de Villiers Graaff, Adjunkminister van
Handel en Nywerheid, handelende namens en in
opdrag van die Minister van Handel en Nywerheid,
publiseer hierby ingevoige artikel 4 (1) (c) van die
Suikerwet, 1978 (Wet No. 9 van 1978), die wysigings in
die Bylae wat kragtens en ooreenkomstig die bepalings
van artikel 4 (1) (b) van genoemde Wet deur my aan
die bepalings van die Suikemywerheidooreenkoms
aangebring is.

D. DE V. GRAAFF,

Adjunkminister van Handel en Nywerheid.
BYLAE

Definisie

1. In hierdie Bylae beteken ‘‘die Ooreenkoms” die
Suikernywerheidooreenkoms, gepubliseer in Goewer-
mentskennisgewing No. R. 858 van 27 April 1979,
soos gewysig deur Goewermentskennisgewings Nos.
R. 1941 van 31 Augustus 1979, R. 2435 van 2 Novem-
ber 1979, R. 310 van 22 Februarie 1980, R. 864 van 25
April 1980, R. 905 van 2 Mei 1980, R. 1623 van 8
Augustus 1980, R. 1933 van 18 September 1980,
R. 2041 van 3 Oktober 1980, R. 2514 van 5 Desember
1980, R. 255 van 13 Februarie 1981, R. 1185 van 5
Junie 1981, R. 2277 van 23 Oktober 1981, R. 2468 van
13 November 1981, R. 2562 van 12 Februarie 1982,
R. 1906 van 3 September 1982, R. 9 van 7 Januarie
1983, R. 852 van 29 April 1983, R. 1489 van 8 Julie
1983, R. 1740 van 5 Augustus 1983, R. 146 van 3
Februarie 1984, R. 261 van 17 Februarie 1984, R. 599
van 30 Maart 1984, R. 2827 van 28 Desember 1984,
R. 1071 van 17 Mei 1985, RB. 202 van 7 Februarie
1986, R. 463 van 14 Maart 1986, R. 792 van 25 April
1986, R. 793 van 25 April 1986, R. 1260 van 27 Junie
1986, R. 1628 van 1 Augustus 1986, R. 2075 van 26
September 1986, R. 636 van 27 Maart 1987, R. 1557
van 17 Julie 1987, R. 1971 van 11 September 1987,
R. 558 van 25 Maart 1988, R. 637 van 8 April 1988,
R. 722 van 15 April 1988, R. 1026 van 27 Mei 1988,
R. 1103 van 10 Junie 1988, R. 1617 van 12 Augustus
1988, R. 1947 van 23 September 1988, R. 374 van 3
Maart 1989, R. 1325 van 23 Junie 1989, R. 1326 van
23 Junie 1989, R. 2057 van 29 September 1989,
R. 2432 van 11 Oktober 1991, R. 3171 van 27
Desember 1991, R. 3161 van 20 November 1992 en
R. 3306 van 11 Desember 1992,
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Amendment of Schedule B tothe Agreement
2. Schedule B to the Agreement is hereby

amended— @SW;)Q/

(@) byin paragraph 4—

(i) the substitution for item {g) of subpara-
graph (2) of the following item:
“(g) the portion of the costs and
expenses of operating the Cane
Testing Service referred to in
clause 48 (3) of the Agreement,
that corresponds to the proportion
which A Pool saleable sugar pro-
duction of all mills where the Cane
Testing Service is maintained and
operated bears to total saleable
sugar production of all those
mitls™’;
(ii) the substitution for item (c) of subpara-
graph (3) of the following item:

“(c) the portion of the costs and ex-
penses of operating the Cane Test-
ing Service referred to in clause 48
(3) of the Agreement, that corre-
sponds to the proportion which B
Pool saleable sugar production of
all mills where the Cane Testing
Service is maintained and operated
bears to total saleable sugar pro-
duction of al! those mills."”; and

(b) by in paragraph 8—
(i) the deletion of the last sentence of subpa-
ragraph (3);
(i) the deletion of item (c) of subparagraph
(8); and
(iii) the deletion of the last sentence of subpa-
ragraph (9).
Amendment of Schedule F to the Agreement

3. Schedule F to the Agreement is hereby
amended—
(a) by in paragraph 1 the deletion of items (gA) and
(gB) of subparagraph (1);
(b) by in paragraph 4

(i) the substitution for item (a) of subpara-
graph (5) of the following item—

“(a) makes application to the Central
Board; or'”";

(i) the substitution in items (b) and (c) of sub-
paragraph (5) for the expression “150
tons” of the expressien “200 tens”’;

(iii) the substitution in item (b) of subpara-
graph {6) for the words *‘one hundred and
fifty tons” of the expression ‘200 tons";
and

(iv) the substitution for item (c) of subpara-
graph (9) of the fellowing item:

“(c} the area of land forming the Man-
date Pool shall be available to the

Central Board for use and alloca-
tion by the Central Board to Small

Wysiging van Bylae B van die Ooreenkoms

2. Bylae B van die Qoreenkoms word hierby
gewysig— '

(a) deurin paragraaf4—

(i) item (g) van subparagraaf (2) deur die
volgende item te vervang:

“(g) die gedeelte van die koste en uit-
gawes om die Riettoetsdiens in
klousule 48 (3) van die ooreenkoms
vermeld, wat Ooreenstermn met die
verhouding waarin A-poel verkoop-
bare suikerproduksie van alle
meule waar die Riettoetsdiens in
stand gehou en bedryf word tot
totale verkoopbare suikerproduksie
van al daardie meule staan, te
bedryf.”;

(i) item (c) van subparagraaf (3) deur die vol-
gende item te vervang:

“(c} die gedeelte van die koste en uit-
gawes om die Riettoetsdiens in
klousule 48 (3} van die Ooreen-
koms vermeld, wat ooreenstem met
die verhouding waarin B-poel ver-
koopbare suikerproduksie van alle
meule waar die Riettoetsdiens in
stand gehou en bedryf word tot
totale verkoopbare suikerproduksie
van al daardie meule staan, te
hedryf.”; en

(b) deurin paragraaf 8—

(i} die laaste sin van subparagraaf (3) te
skrap;

(i) item (¢) van subparagraaf (8) te skrap; en

(iii) die laaste sin van subparagraaf (9) te
skrap.

Wysiging van Bylae F van die Ooreenkoms
3. Bylae F van die Qoreenkoms word hierby gewy-
sig-—
(@) deur in paragraaf 1 items (gA) en (gB) van sub-
paragraaf (1) te skrap;
(b} deurin paragraaf4—
{i) item (a) van subparagraaf (5) deur die vol-
gende item te vervang—
“{a) aansoek by die Sentrale Raad
doen; of”

(i) initems (b) en (¢} van subparagraaf (5) die
uitdrukking ““150 ton’ deur die uitdrukking
“200ton” te vervang;

(i) in item (b) van subparagraaf (6) die
woorde “een-honderd-en-vyftig ton” deur
die uitdrukking 200 ton” te vervang; en

(iv) item (c) van subparagraaf (9) deur die vol-
gende item te vervang:

“(c) die opperviakte grond wat die Man-
daatpoel uitmaak, sal aan die Sen-

trale Raad beskikbaar wees vir
gebruik en toekenning deur die
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Growers for the purposes and to
the extent determined by the Cen-
tral Board:

Provided that—

(i} allocations of areas of land for
planting cane shall be made
to Small Growers in respect of
the relevant mill to which any
“Mandate Pool” areas were
attached in the register of
mandates; and

no allocation of areas of land
for planting cane shall be
made to Small Growers falling
within the jurisdiction of, and
unless such allocation has
been recommended by, the
Minister of Agriculture and
Forestry, KwaZulu, or the
KaNgwane Government Ser-
vice, KaNgwane;”";

{c) byinparagraph 7—
(i) the substitution for the words preceding

the proviso to subparagraph (1) of the fol-
lowing words:

“No grower shall be entitled to deliver

cane to a mill from land not registered
with the Central Board as registered
land, unless specially authorised to
do so by the Central Board. The Cen-
trat Board shall determine whether the
cane concemned shall be classified as
A Pool cane or B Pool cane having
regard to other cane deliveries made
by that grower during the year con-
cerned:”; and

(i)) the substitution in subparagraph (5) for the
word “shall” of the word “may” where it
appears in the second-last line after the
words “Central Board”;

(d) by in paragraph 8 the addition of the following
subparagraph—

“(8A) {a)

{b)

From the date of the publication of
this amendment until 30 September
1993, a holder of an A Pool quota
whose quota was, on 31 October
1992, 200 tons sucrose or less and
who has not since that date disposed
of any part of his quota may, by
application to the Central Board in
the manner prescribed by the Cen-
tral Board, apply for the conversion
of his quota to a Small Grower
Entitlement;

On receipt of the application referred
to in item {a), the Central Board may
agree to the conversion provided
that the grower is not in terms of
paragraph 4 otherwise disqualified
from being a Small Grower;

Sentrate Raad aan Klein Kwekers
vir die doeleindes en tot die mate
deur die Sentraie Raad bepaal: Met
dien verstande dat—

(i) toekennings van opperviaktes
grond vir rietaanplanting aan
Klein Kwekers gemaak moet
word ten opsigte van die
betrokke meul waaraan enige
“Mandaatpoel’’-opperviaktes
in die mandaatregister ver-
bonde was; en

(i) geen toekenning van opper-
vlaktes grond vir rietaanplan-
ting aan Kiein Kwekers wat
binne die jurisdiksie val van,
en tensy sodanige toekenning
aanbeveel is deur, die Minis-
ter van Landbou en Bosbou,
KwaZulu, of die KaNgwane
Regeringsdiens, KaNgwane,
gemaak word nie;"”

(e) deurinparagraaf 7 —

(i) die woorde wat die voorbehoud van sub-
paragraaf (1) voorafgaan deur die vol-
gende woorde te vervang:

"Geen kweker is geregtig om riet aan 'n

meul te lewer vanaf grond wat nie by
die Sentrale Raad as geregistreerde
grond geregistreer is nie, tensy spe-
siaal daartoe deur die Sentrale Raad
gemagtig. Die Sentrale Raad bepaal
of die betrokke riet as A-poel of B-
poel riet ingedeel moet word, met
inagneming van ander rietlewerings
wat deur daardie kweker gedurende
die betrokke jaar gemaak is:"; en

(i} in subparagraaf (5) die woord ‘“moet”
waar dit in die voorlaaste reél voor die
woorde “die Sentrale Raad” voorkom,
deur die woord “‘kan” te vervang.

{d) deur in paragraaf 8 die volgende subparagraaf
by te voeg—

“(8A) (a)

(b)

Met ingang van die datum waarop
hierdie wysiging gepubliseer word,
tot 30 September 1993, kan 'n houer
van 'n A-poel kwota wie se kwota, op
31 Oktober 1992, 200 ton sukrose of
minder was en wat nie sedert daardie
datum enige gedeelte van sy kwota
verkoop het nie deur middel van 'n
aansoek aan die Sentrale Raad, op
die wyse deur die Sentrale Raad
voorgesknf, vir die omskepping van
sy kwota tot 'n Kleinkwekergereg-
tigdheid aansoek doen:;

By ontvangs van die aansoek in item
(a) gemeld, kan die Sentrale Raad
tot die omskepping instem, met dien
verstande dat die kweker nie ander-
sins ingevolge paragraaf 4 as synde
'n Kiein Kweker gediskwalifiseer
word nie;
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Upon conversion of his quota to a
Small grower Entitlement, the
Grower shall be entitled to all of the
rights and be subject o all of the obli-
gations of a Smali Grower with effect
from the commencement of the
1993/34 year.”; S

(e) by in paragraph 9—
{i) the substitution for subparagraph (1) of the
following subparagraph:
“(1) In order to maintain the ievel of his

basic quota, a grower shall, in at
least two years in every five con-
secutive years on a moving annual
basis, deliver to a mill a mass of
sucrose not less than his basic
quota in each of the years in ques-
tion and in determining whether a
grower has complied with this
requirement, the Central Board
shall, for each of the five consec-
utive years, compare the grower's
actual deliveries during that year
with the basic quota registered in
the name of the grower on the last
day of that year, provided that
where a particular quota has not
been registered in the name of a
grower for the full period of five
years the deliveries under that
quota by the grower’s predecessor
in title shall be taken into account
for such period as is necessary to
constitute the complete period of
five years.”;

(i) the substitution for item (a) of subpara-
graph (2) of the following item:

“(a) The Central Board shall review the

basic quotas registered in the name
of all growers in terms of subpara-
graph (1) on 31 March 1993 in the
light of the deliveries under those
quotas during the year ending on

that day and in the four previous:

years, and shall thereafter annually
not later than the first day of April
review basic quotas in accordance
with the provisions of this para-
graph.”; and

(iii) the substitution for item (b) of subpara-
graph (2) of the following item:

“(b) H a grower has not met the require-

ments set out in subparagraph (1),
the basic quota of the grower con-
cemned shall, subject to subpara-
graph (4), be reduced by the Cen-
tral Board to the average of that
grower's best two years’ A Pool
quota deliveries during the period
of five consecutive years under
review.”;

{c) Met die omskepping van sy kwota na

'n Kleinkwekergeregtigheid, is die
kweker vanaf die ingang van die
1993/94 jaar, geregtig op al die regte
en onderworpe aan al die verplig-
tinge van 'n Klein Kweker."”;

(e) deurin paragraaf 9—

(i} subparagraaf (1) deur die volgende sub-
paragraaf te vervang:

“{1) Ten einde die hoeveelheid van sy

basiese kwota te handhaaf, moet 'n
kweker in minstens twee jare in elke
vyf opeenvolgende jare op 'n skui-
wende jaarlikse grondslag aan ’n
meul 'n sukrosemassa lewer wat
nie minder as sy basiese kwota in
elk van die betrokke jare is nie, en
by die bepaling of 'n kweker aan
hierdie vereiste voldoen het, verge-
lyk die Sentrale Raad, vir elk van
die vyl opeenvolgende jare, die
kweker se werklike lewerings gedu-
rende daardie jaar met die basiese
kwota wat in die kweker se naam op
die laaste dag van daardie jaar
geregistreer is, met dien verstande
dat waar 'n bepaalde kwota nie in
die naam van die kweker vir die
volle tydperk van vyf jaar geregi-
streer was nie, die lewerings onder
daardie kwota deur die kweker se
regsvoorganger in ag geneem
moet word vir sodanige tydperk as
wat nodig is om die volle sodanige
tydperk van vyf jaar te verteenwoor-
dig.”;en

(i) item (a) van subparagraaf (2) deur die vol-
gende item te vervang:
“(a) Die Sentrale Raad moet die

basiese kwotas wat in die naam van
alle kwekers ingevolge subpara-
graaf (1) op 31 Maart 1993 geregi-
streer is, in die lig van die lewerings
onder daardie kwotas gedurende
die jaar wat op daardie dag eindig
en in die vorige vier jare hersien en
moet daarna jaarliks nie later nie as
die eerste dag van April, basiese
kwotas ooreenkomstig die bepa-
lings van hierdie paragraaf her-
sien.”; en

(iii) deur item (b) van subparagraaf (2) deur
die volgende item te vervang:

“{b) Indien 'n kweker nie aan die ver-

eistes in subparagraaf (1) viteenge-
sit voldoen het nie, moet die
basiese kwota van die betrokke
kweker, onderworpe aan subpara-
graaf (4), deur die Sentrale Raad
tot die gemiddelde van daardie
kweker se beste tweejaar-A-poel-
kwotalewerings gedurende die tyd-
perk van vyf agtereenvolgende jare
onder hersiening  verminder
word,"”";
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{f) by in paragraph 23 the deletion in subparagraph
(1) of the words *‘with the approval of the Sugar
Association”.

(g) by the substitution for subparagraph (4) of para-
graph 28 of the following subparagraph:

*(4) Where a portion of an A Pool quota is to
be transterred pursuant to paragraph 29,
in addition to any reduction of the trans-
feror’s area of registered fand in terms of
that paragraph the Central Board shall
apportion the A Pool deliveries of the
transferor during the preceding delivery
periods not exceeding five years, in such
manner and for such purposes as the
Central Board deems appropriate in the
circumstances. The provisions of this
subparagraph shall apply mutatis mutan-
dis to the transfer of part of a Small
Grower Entitement pursuant to para-
graph 28 or paragraph 32 (4)."”;

(h) byin paragraph 31—

(i) the deletion in the first line of item (b) of
subparagraph (6) of the word “other”;
and

(i) the substitution for subparagraph (7) of the
following subparagraph:

*“(7) The following procedure shall be
followed in respect of an application
in terms of paragraph 31 (6) of
Schedule F:

(a) An applicant for the transfer of
a specified tonnage of quota
(“the quota™) shall request the
Central Board in writing to
determine the market value of
the quota, whereupon the
Central Board shall determine
the market value of the quota;

(b) the quota holder shall then offer
the quota for sale at the market
value thereof to potential pur-
chasers in the mill area by a
method which is acceptable to
the Central Board and that
quota holder shall advise the
miller and the Miill Group Board
concermed of the offer;

(c) that offer shail remain open for
acceptance for a period of four
weeks from the date upon
which the Central Board con-
siders that the offer concerned
should be deemed to have
come to the attention of the
offerees;

(f) deur in subparagraaf (1) van paragraaf 23 die
woorde “met die goedkeuring van die
Suikervereniging” te skrap,

(g) deur subparagraaf {(4) van paragraaf 28 deur die
volgende subparagraaf te vervang:

“(4) Waar 'n gedeeite van 'n A-poel-kwota
ooreenkomstig paragraaf 29 oorgedra
gaan word, benewens enige verminde-
ring van die cordraer se opperviakte ge-
registreerde grond ooreenkomstig die
bepalings van daardie paragraaf, wys die
Sentrale Raad die A-poel-lewerings van
die oordraer gedurende die vooraf-
gaande leweringstydperke wat nie vyf
jaar oorskry nie op sodanige wyse en vir
sodanige doeleindes as wat die Sentrale
Raad onder die omstandighede paslik
ag, toe. Die bepalings van hierdie para-
graaf is, mutatis mutandis, van toepas-
sing op die oordrag van 'n gedeelte van
'n Kleinkwekergeregtigdheid ooreen-
komstig paragraaf 28 of paragraaf 32
(4).”;

(h) deurinparagraaf 31—

(i) in die eerste reél van item (b) van subpa-
ragraaf (6) die woord “ander” te skrap;
en

(ii} subparagraaf 7 deur die volgende subpa-
ragraaf te vervang:

“{7) Die volgende prosedure moet ten
opsigte van 'n aansoek ingevoige
paragraai 31 (6) van Bylae F
gevolg word:

{a) ’n Applikant vir die cordrag van
n spesificke tonnemaat kwota
(“die kwota") moet die Sen-
trale Raad skriftelik versoek om
die markwaarde van die kwota
te bepaal, waarop die Sentrale
Raad die markwaarde van die
kwota moet bepaal;

(b) die kwotahouer moet die kwota
dan teen die markwaarde daar-
van aan potensiéle kopers in
die meulgebied te koop aan-
bied volgens 'n metode wat vir
die Sentrale Raad aanvaarbaar
is en daardie kwotahouer moet
die betrokke meulenaar en
Meulgroepraad van die aanbod
in kennis stel;

(¢} daardie aanbod moet bly staan
vir aanvaarding vir 'n tydperk
van vier weke vanaf die datum
waarop die Sentrale Raad ag
dat aanvaar kan word dat die
betrokke aanbod onder die
aandag van die aanbieders
gekom het;
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(d)

(e)

()

if that quota holder does not
receive any offer for the quota
within that period, it shali be
deemed that there are no pros-
pective purchasers of the
‘quota;

the quota holder shall lodge
with the Central Board his
application for the transfer of
the quota to a purchaser out-
side the mill area by a date not
later than two months after the
date upon which the Central
Board determined the market
value of the quota, failing which
the determination of the market
value shall lapse and the
Central Board shall not con-
sider the application for transfer
of the quota;

For the purposes of this sub-
paragraph—

. () “mill area” means the sup-

(@)

ply area of the mill,
together with such other
area within the reasonable
vicinity of the mill as the
Central Board may con-
sider appropriate;

(i} “market value” means the
price which a willing buyer
would be prepared to pay a
willing seller for that quota,
if that quota was sold for
performance in the mill
area of the home mill;

The Central Board shall be
entitled to consider such evi-
dence as it may deem appro-
priate in order to establish the
facts referred to in subpara-
graph 6 (a} or (b) and shail be
entitled for the purposes of sub-
paragraph (6) (b) to take into
account evidence of a general
offer for the sale of the quota, at
the market value determined by
the Central Board, if the offer
concerned is made at least two
months prior to the date on
which application for the
transfer of the quota is lodged
with the Central Board:” and

(i) by the substitution in paragraph 32—
(i) insubparagraph (1);
(i} in subitem (i) and (ii) of item (d) of sub-
paragraph (3); and
(iii) ‘in item (a) of subparagraph (4),
for the expression **150 tons' of the expression

*200 tons™,

(d) indien daardie kwotahouer
geen aanbiedinge vir die kwota
binne daardie tydperk ontvang
nie, word geag dat daar geen
voornemende kopers vir die
kwota is nie;

(e) die kwotahouer moet by die
Sentrale Raad sy aansoek vir
die oordrag van die kwota aan
'n koper buite die meulgebied
indien op 'n datum nie later nie
as twee maande na die datum
waarop die Sentrale Raad die
markwaarde van die kwota
bepaal het, by onstentenis
waarvan die bepaling van die
markwaarde verval en die Sen-
trale Raad nie die aansoek vir
die oordrag van die kwota oor-
weeg nie;

() Vir die doeleindes van hierdie
subparagraaf beteken—

(i} “meulgebied” die voor-
sieningsgebied van die
meul, tesame met soda-
nige ander gebied binne
die redelike omgewing van
die meul soos wat die
Sentrale Raad geskik ag;

(i) “markwaarde’ die prys wat
'n gewillige koper bereid
sal wees om 'n gewillige
verkoper vir daardie kwota
te betaal, indien daardie
kwota verkoop sou word vir
vervulling in die meul-
gebied van die tuismeul;

(0) die Sentrale Raad sal geregtig
wees om sodanige getuienis te
oorweeg as wat hy paslik ag ten
einde die feite in subparagraaf
(6) (a) of (b) gemeid vas te stel
en is vir die doeleindes van
subparagraaf (6) (b) geregtig
om getuienis in ag te neem van
'n algemene aanbod vir die ver-
koop van die kwota, teen die
markwaarde deur die Sentrale
Raad bepaal, indien die
betrokke aanbod gemaak is
minstens twee maande voor
die datum waarop aansoek vir
die oordrag van die kwota by
die Sentrale Raad ingedien
is;"" en

(i) deurinsubparagraaf 32—
(i) insubparagraaf (1);
(i) in subitem (i) en (i) van item (d) van sub-
paragraaf (3}; en
(iii) in item (@) van subparagraaf (4},
die uitdrukking *150 ton” deur die uitdrukking
200 ton" te vervang.”



(3)sr o

STAATSKOERANT, 2 APRIL 1993

No. 14688 41t

Amendment of Schedule H to the Agreement

4. Schedule H to the Agreement is hereby
amended—

(a) by the substitution for subparagraph (3) of para-
graph 1 of the following subparagraph:

“(3) Various matters relating to Small Grow-

ers”,;
(b) by in paragraph 5—

(i) the deletion in the heading and in subpara-
graphs (1) and (2) of the words "“free entry
area”;

the substitution in subparagraph (1) for the
expression “150 tons” of the expression
4200 tons™;

(iii) the substitution for the words preceding
item (a) of subparagraph (3) of the follow-
ing words:

“A person who is entitled to occupy land
which is not in one of the excluded
areas referred to in item (a), may
apply to the Mill Group Board of the
mill to which he wishes to become
attached as a Small Grower to pro-
duce cane for delivery to that mill."";

(iv) the substitution for item (a) of subpara-
graph (3) of the following item:

“(a) The excluded areas are Transkei
and that land which comprises, at
the date of promulgation of this
amendment the magisterial areas
of Ngwavuma and Ubombo and
which is situated to the east of the
crest of the Ubombo Mountains and
north of the Mkuze River.";

(v} the deletion in the first line of item (d) of
subparagraph (3) of the letter “(a)’’; and

(vi) the substitution for subparagraph (4) of the
following subparagraph:

“(4) The provisions of paragraph 5
shall, unless the Association
decides otherwise, not apply for
delivery of cane to any mill estab-
lished after 1 April 1990."; and

(c} by the substitution for paragraph 6 of the follow-
ing paragraph:
“Small Growers: Land Registration

6. Where the land of a Small Grower is that
referred to in paragraph 5 (3) (b), the
specific area of land to be registered in the
Small Grower Register in accordance with
paragraph 6 (1) of Schedule F—

(a) shall, where the Small Grower owns
the land in question, be the total area
of the land described in the Title Deed
thereof; and

Wysiging van Bylae H van die Ooreenkoms

4. Bylae H van die Ooreenkoms word hierby
gewysig—

(a) deur subparagraaf (3) van paragraaf 1 deur die
volgende subparagraaf te vervang:

*(3) Verskillende sake in verband met Klein
Kwekers."";

(b) deurin paragraaf 5—

(i) die opskrif en in subparagrawe (1) en (2)
die woord ‘“vryetoegangsgebied” te
skrap;

(ii) in subparagraaf (1) die uitdrukking *“150
ton” deur die uitdrukking 200 ton” te
vervang;

(iii} die woorde wat item (a) van subparagraaf
(3) voorafgaan deur die volgende woorde
te vervang:

“ “n Persoon wat geregtig is om grond
te bewoon wat nie in een van die uit-
geslote gebiede in item (a) gemeld,
geleé is nie, kan by die Meulgroep-
raad van die meul wat hy verkies om
as 'n Klein Kweker aan verbonde te
wees, aansoek doen om riet te produ-
seer vir lewering aan daardie meul.”;

(iv) item (a) van subparagraaf (3) deur die vol-
gende item te vervang:

“(a) Die uitgeslote gebiede is Transkei
en daardie grond wat op die datum
van afkondiging wvan hierdie
wysiging, uit die landdrosdistrikte
van Ngwavuma en Ubombo
bestaan en wat aan die oostekant
van die kruin van die Ubombo
Berge en noord van die Mkuze-
rivier geleé is.”;

(v) in die eerste reél van item (d) van sub-
paragraaf (3) die letter ‘()" te skrap; en

(vi) subparagraaf (4) deur die volgende
subparagraaf te vervang:

“(4) Die bepalings van paragraaf 5 sal,
tensy die Vereniging anders
besluit, nie vir die lewering van riet
aan enige meul wat na 1 April 1990
opgerig is, van toepassing wees
nie”; en

(c) deur paragraaf 6 deur die volgende paragraaf te
vervang:

“Klein kwekers: Registrasie van Grond

6. Waar die grond van 'n Klein Kweker dié in
paragraaf 5 (3) (b) bedoel is, is die spesi-
ficke opperviakte grond wat in die
Kleinkwekersregister ooreenkomstig para-
graaf 6 (1) van Bylae F aangeteken staan
te word —

(a} waar die Klein Kweker die’ betrokke
grond in eiendom besit, die totale
oppervlakte van die grond in die
Grondbrief daarvan beskryf; en
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{(b) shall, where the Small Grower is not
the owner of the fand, but holds, occu-
pies or uses the land under a written
instrument, be the total area of land
described in that written instrument;

o and

‘L (¢) shall, where the Small Grower holds,
occupies or uses the land in question
other than as owner or under written
instrument, be the area of land as de-
scribed in such manner as the Central
Board may determine: Provided that a
Small Grower whose registered land is
described in accordance with this sub-
paragraph, shalil, for so long as he re-
mains a Small Grower, be entitled to
deliver cane from all the land which
the grower is entitled to occupy or use:
Provided further that the Central
Board shall be entitled, if it is of the
view that the aforementioned proviso
is being abused, to prohibit a Small
Grower from delivering cane grown
upon that portion of the land con-
cemned as the Central Board may de-
cide.”; and

(d) by the insertion after paragraph 6 of
the following paragraph:

“6A The provisions of this Schedule
relating to Small Growers apply
to all Small Growers in the in-
dustry including those to whom
entitlements have been issued
under paragraph 4 of Schedule
F, but excluding Small Growers
whose registered land is sit-
uated in the excluded areas re-
ferred to in paragraph 5 (3)
(a).";

(e) by the substitution for paragraph 7 of
the following paragraph:

“Small Growers: Transfer of Smail
Grower Entitlement

7. No transfer of any Small Grower
Entitiement of a Small Grower
whose registered land is referred
to in paragraphs 5 and 6 of this
Schedule shall be permitted after
28 June 1990, unless—

(a) the transfer is permitted in
terms of paragraph 29 of
Schedule F; and

(b) the transferee is not a holder
of A Pool quota;

Provided that the Central Board may if
it is satisfied that the refusal of that
transfer would frustrate the fulfilment

{b) waar die Klein Kweker nie die eienaar
van die grond is nie, maar die grond
ingevolge 'n skriftelike instrument
besit, bewoon of gebruik, die totale
opperviakte van die grond in daardie
skriftelike instrument beskryf; en

(c) waar die Kiein Kweker die betrokke
grond op 'n ander wyse as eienaar of
Ingevolge 'n skriftelike instrument be-
sit, bewoon of gebruik, die opperviakte
grond soos op sodanige wyse beskryf
as wat die Sentrale Raad mag bepaal:
Met dien verstande dat 'n Klein
Kweker wie se geregistreerde grond
ooreenkomstig  hierdie  paragraaf
beskryf word, so lank as wat hy 'n
Klein Kweker bly, geregtig is om riet te
lewer vanaf al die grond wat die
kweker geregtig is om te bewoon of te
gebruik: Met dien verstande verder
dat die Sentrale Raad geregtig is, as
hy van oordeel is dat die voorge-
noemde voorwaarde misbruik word,
om 'n Klein Kweker te verbied om riet
te lewer wat gekweek is op daardie
gedeelte van die betrokke grond soos
wat die Sentrale Raad mag besluit.”;
en

(d) deur na paragraaf 6 die volgende
paragraaf in te voeg:

“6A Die bepalings van hierdie Bylae
wat op Klein Kwekers betrek-
king het, is op alle Klein Kwe-
kers in die nywerheid van toe-
passing, insluitende daardie
kwekers aan wie geregtigdhede
onder paragraaf 4 van Bylae F
uitgereik is, maar uitgesiote
Klein Kwekers wie se geregi-
streerde grond in die uitgesiote
gebiede in paragraaf 5 (3) (a)
gemeild, geleé is.";

(e} deur paragraaf 7 deur die volgende
paragraaf te vervang:

“Klein Kwekers: QOordrag van Klein-
kwekergeregtigdheid

7. Geen oordrag van enige
Kleinkwekersgeregtigdheid van
'n Klein Kweker wie se geregi-
streerde grond in paragrawe 5
en 6 van hierdie Bylae gemeld
word, word na 28 Junie 1990 toe-
gelaat nie, tensy—

(a) die oordrag ingevolge para-
graaf 26 van Bylae F toege-
laat word; en

{b) die oordragnemer nie 'n
houer van A-poel-kwota is
nie:

Met dien verstande dat die Sentrale
Raad indien die Raad tevrede is dat
die weiering van daardie ocordrag die
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of a contractual obligation contained in
a contract entered into on or before 28
June 1990, permit a transfer where the
transferee is the holder of an A Pool
quota.”; and

(f) by the substitution for paragraph 8 of
the following paragraph:

“Small Growers": Permanent Closing
Down of Mil

8. Upon the permanent closing
down of a mill, a Small Grower
who is attached to that mill may
in accordance with the provi-
sions of paragraph 5 (3) apply to
any Mill Group Board to become
a Small Grower.”

O

5. The amendments effected in terms of paragraphs
2 to 4 of this Schedule shall, unless otherwise stated
herein, be deemed to have come into operation on 31
March 1993,

No. R. 551 2 April 1993

PRICE CONTROL ACT, 1964

MAXIMUM DEPOSIT IN RESPECT OF
RETURNABLE SOFTDRINK BOTTLES

I, Hermanus Hendrikus Jacobus Steyn, Price Con-
troller, do hereby in terms of section 5 of the Price
Control Act, 1964 (Act No. 25 of 1964), prescribe as
follows:

1. The maximum deposit per bottle which any seller
under section 5 (1) (a) of the said Act may charge
a person who buys soft drinks from him in return-
able bottles are the amounts, inclusive of Value-
Added Tax, as specified in the Schedule hereto.

2. The amounts so specified are refunded under
section 5 (1) {c) of the said Act, by the seller of
soft drinks to any person who hands to him a
returnable empty undamaged soft drink bottle of
a brand and size in which he deals.

3. Government Notice No. R. 2495 of 4 September
1992 is hereby withdrawn with effect from 7 April
1993.

H. H.J. STEYN,
Price Conroller.

SCHEDULE
1. (@) Per bottle with a content of 750 me¢ and

(b) Per bottle with a content of 1 000 me
=210 11 TSN SUSN

nakoming van 'n kontrakiuele verplig-
ting vervat in 'n kontrak wat op of voor
28 Junie 1990 aangegaan is, sal ver-
ydel, 'n oordrag kan toelaat waar die
oordragnemer die houer van 'n A-
Poel-kwotais.”; en

(f) deur paragraaf 8 deur die volgende
paragraaf te vervang:

“Klein Kwekers: Permanente Sluiting
van Meu/

8. Met die permanente sluiting van
'n meul kan 'n Klein Kweker wat
aan daardie meu! verbonde is
ooreenkomstig die bepalings
van paragraaf 5 (3) by enige
Meuigroepraad aansoek doen
om ’n Kiein Kweker te word.”

5. Tensy anders hierin gemeld, word die wysigings
aangebring ingevolge paragrawe 2 tot 4 van hierdie
Bylae geag in werking te getree het op 31 Maart 1993,

No. R. 551 2 April 1993
WET OP PRYSBEHEER, 1964

MAKSIMUM DEPOSITO’S TEN OPSIGTE VAN
TERUGSTUURBARE KOELDRANKBOTTELS

Ek, Hermanus Hendrikus Jacobus Steyn, Pryskon-
troleur, bepaal hierby ingevolge artikel 5 van die Wet
op Prysbeheer, 1964 (Wet No. 25 van 1964), soos
volg: -

1. Die maksimum deposito per boitel wat enige ver-
koper kragtens artikel 5 (1) (a) van die genoemde
Wet van 'n persocon wat koeldrank in terugstuur-
bare bottels van hom koop, kan vorder, is die
bedrag, insluitend Belasting op Toegevoegde
Waarde, wat in die Bylae hiervan aangegee word.

2. Die bedrae aldus aangegee word deur ’n ver-
koper van sodanige koeldrank kragtens artikel 5
(1) (c) uitbetaal aan enigiemand wat ’n
terugstuurbare le& onbeskadigde koeldrankbotte!
van 'n merk en grootte waarin hy handel, aan
hom aanbied.

3. Goewermentskennisgewing No. R. 2495 van 4
- September 1992 word hierby met ingang 7 April
1983 herroep.

H. H. J. STEYN,
Pryskontroleur,

BYLAE

1. (a) Per bottel met 'n inhoud van 750 me¢ en
111117 - oS ORURRUR

(b) Per bottel met 'n inhoud van 1 000 me
ENMEBE ..ouvnrreienrireennnrrerreseesssseseseenens
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(2) whether he has since nonn?nn._ any fur-
ther applications from mines in this re-
spect; if so, from which mines? B197E

The MINISTER QF. MINERAL AND EN-
ERY AFFAIRSZT, )~

T —— i

oot

(1} Yes = ¥
(2) (i) with effect from 20 September
1992
(ii) with effect from 15 January
1993
(b) (i) Harmony Gold Mining Com-
pany Limited

(i) Loraine Gold Mines Limited

(c) Section 9(1Xf) of the Mines and
Works Act, 1956 (Act No 27 of
1956).

(2} Yes
(i) St Helena Gold Mines Limited

(if) Hartebeestfontein  Gold  Mining
Company Limited.

~ tMr F J LE ROUX: Mr Chairman, arising out
of the hon the Minister's reply, I should like to
inquire whether he has consulted the _.Qme.u_.m
trade unions in this regard and what their atti-
tude was in regard to this matter.

The MINISTER: Mr Chairman, ! would like to
tell the hon member that I had both the Nat-
ional Union of Mineworkers and the Mine-
workers’ Union in my office a week or two ago
to discuss this particular matter. I assured them
that there would be no change to the existing
legislation in this regard without my discussing
it with them. They were concerned that there
was a trend towards Sunday work, and they
were concerned that this might affect the work-
ing relationships of mineworkers of all races,
those of both Cosatu’s unions and the Council
for Mining Unions, ] can assure the hon mem-
ber that I am in close contact with zll unions
concerned with mining. ]

Sugar industry: financial assistance
*2. Mr A A B BRUWER asked th
Agriculture: Wme.mn:\

(1) Whether the State has Ten mmma any
financial assistance to the sugar industry

inister of

HOUSE OF ASSEMBLY

in the latest specified period of 12
months; if not, why not; if so, (2) when
and (b) what was the (i) nature and (i)
extent of this assistance:

(2) whether he will make a statement on the
matter? @m:ma\ @ B236E

1The MINISTER OF AGRICULTURE:

{1) Yes, as announced on 7 May 1992,
{a) Since May 1992,
(b) (i) and (i)

Interest subsidy on loans of sugar
farmers at the Land Bank for crop
loss loans, re-establishment loans
and production loans.

{2) No,ithas alteady been done.

*3. Mr L F Stofberg—Foreign Affairs. [Ques-
tion standing over.]

4 Local anthorities: amalgamation

*4, Mr A GERBER asked Minister of

Local Government:+

(1) Whether his Departmi has _mc=nr.nm
an investigation in order to determine
the financial implications of the possible
amalgamation of local authorities; if not,
why not; if so, (a) what in broad outline
were the results of this investigation and
{b) what financial implications will such
amalgamation have for the White tax-

payer;
(2) whether he will make a statement on the
matter? B243E

1The MINISTER OF LOCAL GOVERN-
MENT:

{1) No special investigation has been con-
ducted, but the Department is aware of
the factual financial position of local
authotities based on various sutveys and
the implications it might have with re-
gard to amalgamation.

(a) and (b) fall away.

(2) Yes. The matter was discussed by the
Council for the Co-ordination of Local
Government Affairs last year. I also te-
fer to a press statement issued by my
predecessor on 27 March 1992,
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Due to the policy directions of the past,
economic activities were almost exclus-
ively concentrated in white local author-

ity areas and naturally benefited thes

areas. This factor, together with the low-
er income abilities of residents in Black
towns and backlogs relating to service

rendering in these areas, resulted in

Black local authorities not being finan-
cially viable. The financial position of

Black local authorities furthermore be-
came intolerable due to political press-
ure on councillors to resign and the fact
that boycotts and malpayment of ser-
vices and other levies were abused as
political instruments. -

Of course one can continue with the cur-
rent racially based system, which is not
only unacceptable to the larger majority
of the broad community, but which also
places a heavy burden on the general
taxpayer to support non-viable Black
local authorities by way of intergovern-
mental grants. Such intergovernmental
grants only address the symptoms of the
actual problem. Unless the actuat prob-
lem is solved, one may expect that the
burden of intergovernmental grants on
the general taxpayer will increase
annually.

The other option is to move within the
broad political reform process (and thus
through negotiations) towards a system
of amalgamated non-racial local arthor-
ities. Unrest, boycotts and malpayment
can only be addressed through a legiti-
mate political dispensation and effective
administration. Such an approach will in-
deed have cost-implications for the exist-
ing White local authorities. With greater
tationalisation of service rendering, im-
proved utilisation of resources as well as
better understanding for the needs of the
broader community in generat, stability
can be restored, which will without
doubt contribute towards making the
cost-implications in the long term for the
country's taxpayers, seen as a whole,
much smaller than they are at present.

In conclusion I would also like to point
out that Government accepts that the
eradication of backlogs and socio-econ-
omic upliftment in general cannot simply

PETISEZT TIT ~ mpemr n o [ |

be devolved to third-tier authorities and
that a system of intergovernmental

ants will have to remain an important
facet of the financing of local authorities.
However, such grants can be applied
with greater impact in a stable atmos-
phere and with an effective administra-
tive base.

t™Mr H I COETZEE: Mr Chairman, arising out
of the reply of the hon the Minister, may I ask
whether this means that a study was not done
on what the financial implications will be for
White local authorities? Is he saying that the
White taxpayers and White municipalities
should take responsibility for the costs of the
Black town councils that have failed?

iThe MINISTER: Mr Chairman, 1 refer the
hon member to the reply in the statement I
made.

Pact: talks between TPAJANC

*5. Mr A GERBER asked the Mini f Nat-
ional Education:t

(1) Whether at the end o997 1iE Perform-
ing Acts Council of the Transvaal was
directly or indirectly involved in talks
between the Transvaal Provincial Ad-
ministration and the ANC; if so, (a) to
what extent and (b) what, in broad out-
line, was discussed and/or agreed upon
during these talks;

(2} whether simitar talks have taken place
since then; if so, (a) when and (b) what,
in broad outline, was discussed andfor
agreed upon on these oceasions;

(3) whether he will make a statement on the
matter? B244E

The MINISTER OF NATIONAL EDUCA-
TION:

1 would like to point out that I have no for-
mal jurisdiction concerning this matter and
that the details provided in the answer were
obtained from the Administrator of the
Transvaal.

{1} Yes, the Performing Arts Council of the
Transvaal was indirectly involved 0

~O
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“Fears for future sugar
crop in wake of drought

SA’s sugar can% égwergprosc;!tge’dqa except for certain parts of Zululand,
drought-hit 1992,°93 crop of 1,07-mil- e said.
lion tons, the worst since 1984, and Fitzgerald said although the
the 1993/84 crop might also suffer, 1992/1993 crop was “slightly better”
industry sources sajqd yesterday, than the 1,377-million tons produced
The SA Sugar Association (Sasa), in the disastroys 1983/198*_! Season,
which market$ the country’s sugar ~ S0me cane growers were sl repay-
output, said the effects of the severe Ing debts run up then.
drought. last’ year could affect the  The year following the 1983/1984
1993/1994 erop which would end nex;  season produced a record cr op but
March, had been Preceded by good winter
“.Sasar spokesman Chris Fitzgerald rain and early Spring rain during the
" said cang on the ‘fields had suffered Season,

from “green drought phenomenon”, _“Thi*}, Season we had a very dry
“It looks nice outside byt inside Winter,” said Wixley,
there is no growth,” he said. A produced a near-record erop of

Lo, ) ;. about 298-million tons in the
ati?)ﬁ gggﬁgycggzc%??:zi %ﬁi‘iﬁ; . 1991/1992 season, and has tradition-
said it was too early to estimate the g}l{lrg’ro??:;zs.among the world's Biggest

1998/1994 eop. The country’s local consumption
An unoffipialjestimate would only  jg about 1,3-million tong and industry
e made in'a ronth gr two, offfeials estimated that last season’s

But rain had been “very patchy drought cost ahout 750 000 tons in
and not sustained” in the sugar belt Jost sugar exports. — Renter,

— 3
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1 S
€G Smith cast to “some growth” but, with the economy

Activitles: Holding company of Smith Foods,
Nampak and Romatex.

Control: Barlows (60%).

Chalrmam R A Williams.

Capital structure: 47, 1m ords. Markst capital-
isation: R6,3bn.

Share market: Price: 13 300c. Yislds: 2,3%
on dividend: 6,6% on earnings; p:e ratio, 15,1,
cover, 2,9. 12-month high, 14 000c; low,
10 800c. Trading volume last quarter,
111 438 shards.

Year 1o Sep 30 ‘89 ' N 92
ST debt Rm} ........ €62 867 969 762
LT debt (AM) ........ 525 588 644 902
Dabt:equity ratio ..... 0,3 038 037 0328
Shareholders’ interest 0,44 045 046 (49
Int & leasing cover . 64 6.4 6,2 7.9
Return on cap (%) .. 18,2 159 166 14,3
Turnover (Rbn) ....... 124 142 1861 17,8
Pre-int profit (Rbn} .. 1,2 1.2 1.3 1.4
Pre-int margin (%) .. 89 8.1 7.9 7.9
Earnings €} «ovvversens 746 751 819 882
Dividends {c} ......... 260 263 286 308
Net worth {6} ... 3311 3792 4307 5133

€G Smith Foods

Activities: Holding company of Smith Sugar,
Tiger Oats and ICS.

Controk: C G Smith (81%).

Chairman: R A Williams.

Copital structures 94, 5m ords. Market capital-
isation: R5,0bn.

Share market: Price: 5 300¢. Yields: 2,0% on
dividend: 8,1% on earnings; p:e ratio, 16,5;
cover, 3,1. 12-month high, 5 700c; low,
4 180c. Trading volume last quarter, 56 000
shares.

Yecr to Sep 30 WO N 92
ST debt (Rm) ... 464 655 665 558
LT debt Rm) ........ 331 362 388 722
Debt:equity ratio ..... 031 041 031 0,30
Shareholders’ interest 0,44 0,44 045 0,48
Int & leasing cover . 6,1 50 6.0 7.7
Return on cap (%} .. 16,6 13,0 146 124
Turnover (Rbn) ...... 86 99 11,3 12,7
Pre-int profit (Rm) ... 708 742 803 818
Pre-int margin {%) .. 7.3 6,8 7.0 6.8
Earnings (8} ...ocoveeees ‘%g} 264 309 322
Dividends {c) .. A a¥ 99 105
Net worth (¢} #...541212 1380 1588 1974

locked into a predetermined asset mix,
whereas 2 “normal” portfolio will more ac-
curately reflect the personal preferences of
the investor,

If it is accepted that a spread of invest-
ments is desirable, one advantage that these
companies should have is the ability to pro-
vide such a spread at an affordable cost.
However, in the case of CG Smith (but not
Smith Foods), this particular advantage can
hardly be said to apply — its R133 share
price is out of range for the smaller investor
and, with a relatively small issued capital,

Canis

C G Smith
14000 :

13600 | i
13200 a
12800 [
12400 a
12000 1 n
11600 1 ; |
11200 Haphl 1
10800

Source: I-NET
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€6 Smith’s Williams
.. more cautious forecast

must weigh against the group — put simply,
a share split or cap issue is long overdue.

Returning to the question of the respective
investment merits of the holding companies
versus their operating assets, an interesting
exercise is to compare share price perform-
ance of the 10 listed companies which com-
prise these groups. Based on changes since
January 2 1992, one would have had to be
lucky to beat the 26% gain in Smith Food or
even the 21% improvement in CG Smith.

It is improbable that many would have
picked Oceana as 1992's winner (up 46%),
but one might have come right with Nampak
(up 31%). In every other instance, price
gains lagged those of the holding companies,
even though earnings growth in the operat-
ing companies was invariably better than at
the top.

The disparity in earnings performance
stemmed mainly from the listing of Smith
Sugar, which reduced Smith Foods® interest
in this company from 100% to 70%. In the
process, the earnings cantribution from Su-
gar in Smith Foods’ income statement de-
clined by 13%, despite a 10% improvement in
Sugar’s own attributable profit. This pegged
Smith Foods to a 7% earnings gain and with
this company accounting for 60% of Smith’s
net income, the effect was felt strongly here
as well,

There is little to choose between the two
balance sheets. Mainly because of rights
issues in Tiger Oats and Smith Sugar, year-
end gearing dropped significantly, with
Smitk, at 0,28, having a slight edge over
Foods (0,30}). Smith was slightly better off in
terms of profitability — thanks to gains at
Nampak and, to a lesser extent, Romatex, it
could hold its trading margin, whereas that
of Foods continued to drift lower. Smith also
recorded smaller declines than Foods in its
gross return on total assets (down 1,3 per-
centage points against 2,4% for Foods) and
net return on equity (down 1,8 points against
2,6).

Nor is there much to choose between them
in the outlook for this year. In both instances,
chairman Robbie Williams confines his fore-

likely to remain slack, it is clear that — as in
1992 — this will fall well short of the infla-
tion rate.

At R133 for Smith and R53 for Smith
Foods, Smith is marginally the cheaper of
the two. Both are fully priced relative to the
industrial market but could be considered as
alternatives to the even more pricey Tiger
Qats. A Brian Thompson
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i TIM MARGLAND

TRANSNET was tonsidering launch-
-ing an Elfi 5 issue'to replace the Ribn
Elfi 3 igsue which'matured on April 1,
treasury managdr Johan van Schoor
said yesterday. » :
Transnet would'dlso redeem the R1,2bn
T002 capital market bond which falls due
on the same day.'This would be replaced

. Jo1e
streamlin
- 7]

with the medium-dated TOLS which was |-

launched in Octgher 1991, Van Schoor
confirmed, ’

He sald slight'éhanges were planned to
the Elfi §, expectéd to be launched on April
1, to “streamling” it o

~ The Elfi 8 is similar to a capital market
bond is split into a bull and bear
tranche \which:pays interest of 45% and
25% respectively. T

Bull hqldersrﬂ';gain if the underlying JSE
overall ihdex tises, but they make a loss if
it falls below the level that the Elfi 3 was
issued af. )

. With the bofu ssue, investors make a
prefit if the overall index falls, but make a

loss if if] risés above the issue level.

; The index' was at 2 915 when the Elfi 3
was issued and closed at 3362 on the JSE
yesterday. -

Van Sehoon said Transnet had not decid-
ed on the doupon rate for the Elfi 5,

' The E}fi ¥had effectively cost Tratisnet

14,75% in inerest, which was “a good rate

ININE

Sl
Pro2peéid "ot
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encouraging

PETER DELMAR
. SPRING and early summer rains
were insufficient for a. recovery in
chairman Glyn Taylor told the com-

pany’s AGM yesterday.
Accordingly half-year earnings to

end-March would be sharply lower

when the Elfi 3 was launched”, he said.
A higher yield was offered on the bear,
tranche 28 SA markets were inherently
- bullish and a “sweetener” had to be offered
st:i :lnake the bear tranche attractive, he

An official announcement on the Elfi 5
- would be made soon, he added. S
" Market participants said the market
would welcome a new Elfi issue.
“It is an alternative method for an equi-
ty-linked investment,” one dealer said,
Because it was considered a gilt, portfo-

lio managers could use the Elfi to gain
exposure to equity derivatives, he said.

than those for last year's first half,

“The world sugar price remains 1

weak at around $190 a ton and, faced
with forecasts of a fourth suceessive
year of global surplus production and
a further build-up of stocks, it seems
unlikely that the price will rally to
any significant extent in the foresee-
able future. In short, the company’s
prospeets are not very encouraging
at this time” Sugaqy
In its first y
pany, CG Smith Sugar reported a
10% increase in attributable profit to
R87,1m and a turnover rise of 15% to
‘more than Ribn. : K
- Taylor said the company’s finan-
cial year had straddled two sugar
. seasons. The financial year ending
September 1993 would ‘include the
second half of the 1992-93 season and
. the first half of the following season.
" The company’s production for the
1892-03 season dropped 122 300 tons to
730548 tons, but this was partially
offset by a gain in share of the valu-
able ‘A’ pool production. ~ ’
Taylor said financial losses were
sustained in CG Smith Sugar's own

cane-growing operations,

C G Smith Sugar’s cane supply areas, | |

as a listed com-.

L
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Pricing possibilities
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SUGAR INDUSTRY

Faas B3
The short-term prosperity of the sugar indus-
try is in the balance. It depends on two
crucial developments, The first, and most
important, is that the recent rains continue.
The second is that the higher international
price of sugar stays at current levels long
enough for SA producers to benefit.

The drought-ravaged industry has just
had jts second-worst production year and
though the drought seems to have broken,
with near normal rainfall for the first time in
well over a year in the Natal sugar belt,
growers say further good falls this month
and next are crucial to a turnaround,

.Local production shortfalls are preventing
the industry from cashing in on the rise in the
international sugar price. Instead of an ex-
port bonanza, with the sale of surpluses, the
SA Sugar Association (Sasa), which oper-
ates as the industry’s single-channel export-
er, has insufficient supplies to satisfy all
foreign commitiments from its current sea-
son, which ends this month,

Figures released at the recent Agricon
conference in Pretoria show that SA’s total
production was 1,51 Mt, . compared with
1,37 Mt in 1983/1984, the worst year ever,
and 2,3 Mt in the 1991/1992 bumper sea-
son. Local demand accounts for about
1,3 Mt. The surplus is sold abroad,

Sasa international marketing director Da-
vid Hardy says one of the factors affecting
the price is changed expectations about
Thailand’s preduction.

“Thai sugar producers have suddenly re-
vised their estimates — thanks to a drought
in October and November — from 5Mt to
about 4 Mu”

Hardy adds that the situation is aggravat-
ed by suggestions that Cuba will buy sugar
from Thailand to make good its own shortfall
on an agreement to supply China — Cuba
usually supplies China with 800 000 t a year.
This _has fuelled speculation that the

e

s(3)9>

@) S4SA” - BUSINESS & TECHNOLOGY

Cuban crop is smaller than expected.

The question is whether these shortfalls
are genuine or manoeuvres by two major
producers to inflate the price by talking of
shortages. *'It’s obviously in their best inter-
ests to get the market up if they can. On that
basis, I am not convinced that there is as
much quality in the price movement as one
would hope. It has gone up dramatically and
quickly, which could mean an equally violent
correction in the not-too-distant future,”

says Hardy,
CG Smith Sugar MD Den
who sits on Sasa’s international market com-

begause of an international sugar surplus
(Fhls 1§1cludes Indian sugar though this never
finds its way to world markets). “However,

balance in the international season which
begins in September.

(®)
MacLeod,

mittee, takes an optimistic view. He points
out that the price has been low for some time

there is talk of greater supply and demand

“{ believe the price has been artificially
low at US$170/t-8180/t. It is now closer to
the normal world equilibrium at between
$220/t (10c/1b) and $250/t. And, in view of
the price stability in the face of past sur-
pluses, it is not inconceivable that it will rise
to $280/t-$300/t if an international sugar
deficit develops.”

Hardy agrees: “If the Thai/Cuban situa-
tion is accurate and substantiated then we
could see a firmer market soon.” m

-

;e



Decrease

BUSINESS

1n sugar,

surplus expecte

LONDON — Global sugar production
in 1992/93 (October to September) will
exceed consumption by 290 000 tons,
raw value, the International Sugar Or-
ganisation’s (1S0’s) secretariat says in
its third assessment of the crop cycle
to be refeased soon.

The ISO had previously put the surplus

at-2/49-million tons, following an excess of
12,91-million tons in 1991/92.
" ..Output is now forecast to rise to 113,52-
million tons from 114,49-million in 1991/92
while consumption is seen climbing to
113,23-million tons, up from 111,58-million
the previous year.

November 1992/93 production and con-
sumption estimates are 116,09-million and
113,60-million tons respectively.

The 2,57-million ton decrease in produc-
tion from the November estimate comes
mainly from five countries.

India is seen down 1-million tons to
12,65-million tons, while Ukraine and Thai-
land are 750 000 tons lower at 3,45-million
and 4,6-million tons respectively.

The ISQ secretariat expects Ukraine
still hds sorie export resources, but will
have to import 400 000 tons raw sugar to

meet export obligations towards former .

Soviet republics, The Cuban estimate has

. iat says. — Reuter.

B (1134 Y -
dropped 150 000 tons to B,6-million {ons,

while Russian output is now forecast
200 000 tons lower at 2,35-million tons.
Total imports for all sources are expected
to be in the region of 3-million tons.

India, Thailand and Cuba have just en-
tered their period of heavy production and
some corrections are still possible.

On the credit side, production in Paki-
stan is now seen at 380 000 tons higher than
in November at 2,69-million tons, while
Australian production is forecast at a re-
cord 4,15-miilion tons, 225 000 tons more
than expected in November.

The main dewnward revision in con-

sumption from the November estimate is
made for East European countries, down
800 000 tons.
- While raw sugar supplies might be tem-
porarily tight, surpluses have been built up
and ample supplies of white sugar exist in
the EC, Brazil and India.

On top of this, demand remains flat and
there is a question mark over the ability of
the former Soviet Union to continue to pay
for the levei of imports seen in 1992,

Therefore the current upward move-
ment in world prices has a limit once
nearby supplies are secured, the secretar-

g™ g 1
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‘A bitter harvest
e S i .
;»IfACK"q@fsqffiqi_e'ﬂ_t raifallin ; ———= T
arony hovear  cane “prowing - By DON ROBERTSON
feasdn Natal in the past ‘et ‘
nthree = ionths ; have ' agalif™ for:{'export after : domestic
;»damgenqd.hop&?_‘of"-a T,\?"-TOVG”,' needs ‘have been -satisfied.
lery: in.:prodyetion’ for: nextyThis is insufficient to meef
season.. , USA @0~ SA’s. quota; and-.contract
- Jack Wizley, deputy. direc-3 ‘neéds and: substitutions — in
| for of, the 'SASugar’CaneN either liysical delivery.or fi-
 Growers’, Association; - says, ‘.»‘.-.nan'ciaﬁy, ~ will have to be
, that z"t‘ft‘exj;‘initial:"{hopes‘ "of ar\ arranged, S&SI‘S MrWlx]ey
¢rop.of about 1,7:million téhs. ", - The current seacoms poor
for-the’* 1993/94 ;3eason. 0.4 ¢rop has-also affected the SA
March; latest ‘esfimates’ are’ Sugar Association’s ability to
‘for‘.'prodqction similar to,ltllusg‘ educe’its' debt,* ," .
r'seasen’s ‘disastros . 1,5'~miI<I\J.;" The debt has been gradual-
«lion tong «r < p vy 50 é‘ Iy reduced from R326-million

s with' nor:, ¥
‘mal production levels; of present, It had béen intended
about 2.2-million tons,and is 3.to reducé- this by a further
only slightly higher ‘than the{= R29-millicn this” yeaf and
worst erop on record of:1,37-~ wipe itout-by next year.
million'tons in 1983/84,4- | (A" epayments: are likely to
The - latest “crop - has, ‘left " “be’postponed forat least two

/ 'This‘’ compares | in"1983/84/t0 R59-million at

‘ only IZQ,OOO_,Itst_;a\'iéi!ablp' b years.
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- sugar. increases:-:

The industry price of white"’
' :sugar -in 25kg and one-ton bags '
* will'increase by R157 to R1746,
pér: ton from May L.

-~ Ttie price of brown sugar w111
‘ mcrease by R143 to. R1586 per
tor at the same time

All prices exclude VAT.

" Announcing, the-overail 9,9
percent increase in Durban yes-
terday, Tony Ardington, chair- .
man of the SA’ Sugar Associa- ;
tion, said the industry had agam
béen able to keep the price in-.;
er ase below the inflation rate;

2..pred1 by fi anclal institu-,”
. thIlS .u‘ L.z i

‘The MCreases are bemg “an-t,
- nounced a month. early to- “give:
customers the Opportumty to
bug; before the new prices come
into: effect, the Sigar; Associa-
tion said, — Sapa.
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sSugat pricETises > atter disgsirolisseason
\.~ gyl JHMD SRR Wty
THE SA Sugar Assoclatmn announced i W o S B e '
{,‘19 :9% increase {h the sugar price yesterday" izl ‘?"‘ ”Bus'"“s*mwh Bribil !
Associationschairman Tony: ”Ardmgton “iwolnd -Ii arrahgedﬂJack’ W;xley of
saxd inDurban that white sugar in 25kg and the SA™ Cane afowers’ ASSOClatmn waid. -

--one ton bags would increase by R157 to M Ardington said the industry hadaman-

‘Rl 746 a ton, and.brown-sugar by R143 to “hoed to keep the s e below the food
86 .a ton, These prices exclude VAT, | age 0 toep the sugar pric
i

pnce index for the past eight years, In'real
is; season’s disastrous production °f1 >iterms the mdustrir price was lower’ ‘thian it

L-iillion tons was only slightly. better r:\ 5 as in 1985
t an‘i;he worst crop on record of 1,37: .W s in
mllhon tons. Normal- productlon levels are (E

¥l
:

But negative-Spin-off-effects can'be ex-
pected. In January seft drink manufaetur-
d an average: 11, 5% increase
Théapooroharvest has left onIy 120000 X 'EFS announce
tonsifor ekport, insufficient to meet: SA’s Q in-wholesale prices.
cluota"’and contract needs. Substltutxons m“v 0!15 of 'the reasons given Waﬁ the s 5“331'
elther“f}nancml or in physical delivery," S pnceanse in June last year. N

abput 22-million tons,
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branch 'has"'criticised the recent

govértitiient not to'rajsé’the price of
maiZe this'year,: « "« " .

nounced earlier' this ‘month. No in-

published yét. "/ Sagar
“ «The -annual inereases” were

. ber. &by
ment. at the weekend,

| "THE Siglr price increases should
ke implemented in two ‘stages in -

August_this year and “M(arch next

year. 512y 2ifl
Max{géecalins;ﬂ ! g%!elng e'zt- ould

f use the profits made thraugh' the'sale

'SUgAF: price ‘inéréase and called. on

. The 9,9% raise for wholesale white'™
- atid"brown sugar on May 1 was -an--

creases in the maize price-have'been -

“Insénsitive t¢-the majority of South -
Africans who are hopelessly' poot”,
econdmic policy department ‘rhems
decl Mangerah said in‘a dtaté

| Rise in sugar price “insensitive

| THEANC &biithern” Natal -refional

[ MARIANNE mMERTEN |

.of irfiported maive. last season to re-

duce current maize prices.

Maize Board marketing manager
Dirk Human said yesterday the
maize price was usually increased in
May, but nothing had been decided
yet. A meeting with the Agriculture

Minister to decide the I was
planned for next week. %
However, Human did ng oresee a

- price. reduction, The inerease in pet-

rol prices and VAT would contribute
to 2 likely rise in maize and maize
product priees, he said. .

‘An SA Sugar Association spokes-
man said the organisation had beenin

" touch with the ANC and was keeping

it informed‘on pricing and import
duty policies.
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Samancor, Nippon

8y Derek Tommey

A major Japanese company is
planning to break a trend going
back many years apgd make a
direct investment in South Afri-
ca

This follows ap agreement
between Samancor, the world’s
biggest producer of ferro-
chrome, and Nippon Denko, a
major Japanese producer of
ferro-chrome, to establish a
joint venture to sell Sont; Afri-
can ferro-chrome i <dpai.

The agreement iz subject to
the outcome of a feasjbility
study. )

If the companies go ahead
with the arrangement, it will in.
crease South Africa’s ferro-
chrome exports by about
R100 million a year af the cur-

rent depressed price, Wilrich

Schroeder, general manager of

Samancor, said last night.

Samancor would benefit from
the increase in production,
which should lead to lower ynit
costs, and from the profit on
sales of ferro-chrome in Japan,
he said.

Samancor hopes the link with
Nippon Denko will Jead to fur-
ther sales in Japan,

However, Samancor is quite
well represented in Japan,

Nippon Denko had been find-
ing jt Increasingly difficuit to
:ril its ferro-chrome at compet-
ii"ve prices because of the sharp
appreciation in the vaiue of the
yen against the dollar, said

hroeder.

The proposed joint venture
will be established in South
Africa, with equal participation
by Nippon Denko and Saman-
cor.

T
enko tie up

The production facility of the

Joint venture wiji be the No 5

furnace of Samancor’s Tubatse

plant, which has Capacity of

.tons a year.

Chrome ore will be supplied
from Samancor’s mines under a
long-term agreement. )

The anneuncement sajq the
joint venture would strengthen
the chromium businesses of
both companies by utilising
their respective strengths and
combining Nippon Denko’s sales
network in Japan with Saman.
cor’s chromium resources and
production facilities in Sopth
Africa,

Both companies will be re-
presented on the joint venture’s
board of directors, with Saman.
cor heing responsible for pro-
duction and Nippon Denko for
sales,

R e

Drought forces |

DURBAN — The first officia] es.
timate of cane and sugar pro-
duction for the 1993/04 season js
11,7 million tons of cane, which

should yield 1,3 mj)k tons of
sugar, 'd

The forecast is 000 ¢
lower than the considerably re-
duced 1992/93 crop of 1,5 million
tons of sugar. .

Michael Mathews, executive di-
rector of the SA Sugar Associa
tion (Sasa), says domestie demand
will be met and that in anticipa-

tion of a lower crop than envi-
Saged, Sasa has taken steps to en-
sure commitments to world mar-
kets are met,

Commenting on the effects of
the continuing drought, a spokes-
man for the Cane Growers’ Asso-
ciation said yesterday a large
number of growers would be
seriously affected,

The drought relief measures
arranged with the Government
last season had enabled most
growers to survive, albeit at g

Sar Zolglqg
ower sugar forecast

considerable cost,

Faced with a second success-
ive crop failure, Pprospects for fur-
ther survival would be difficult
unless current negotiations with
the Government resulted in
meaningful relief measures, the

spokesman said,

It was particularly important

to counter possible large-scale
unemployment and to lessen the
impact that redueed grower in-
comes would have on rural towns
and villages, — Sapa.
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HOUSE OF DELEGATES MM“mmﬂww not; if so, what are the nn__wwwﬂm
The MINISTER OF AGRICULTURE:
QUESTIONS (1) (a) (i) R4111973,35
tIndicates translated version. (ii) R818 872,54
For written reply: (b) R577 003,16

General Affairs: '

2} The farm Sondela is almost exclusively a
sugarcane farm and is at present sub-

farm jected to a severe drought. The yield of
Sondela .r_n crop can only be determined _ﬂ _mr to
RAJ ked the Minister of Agri 24 months’ time. An assessment whether
mmmzwu\_%g AB aske ﬂ“wﬂw the farm is run on a E.om_w E.ﬂwumm basis,
. ' ined after the expira-

(1) What, to date, is the total (a) cost of-tie can only be determine AP

tion of the current production season to-
i) purchase of the farm known as Son- 5 1504,
Mwm.._‘u and (i) farming operations taking wards the end of January

. . ... . Eoﬁaon
Emnoouz__mmmnbmnn?uﬁooao&mﬂ Auugngﬁmnmnmﬂonnn:om.. m_..n

i ; Delegates has already decided that the
hasbeen gencrated by tis fam @ mE.Bmmm to be sold. .H.Ma farm will subse-
quently be advertised mou.mmmo by the De-
partment of Agriculture in terms of sec-
tion 2 of the State Land Disposal Act,
1961 (Act 48 of 1961).

(2) whether this farm has been running
loss; if so,

(3) whether a decision has been taken to dis-
pose of this farm in order to cut losses; if
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- Tongaat s Maintaining its
fina) dividend at e, making
3¢ for the Year in the teeth of a
drop in attributable eapnin to
R142,9 miliign (R150,2 milijon),
Pre-tax profit was R192,6 mil.
lion (R1776 million) in ¢he year
to March, but 5 hefty increage jp
tax pulled dowp, the bottom line,
Rationalisation has redueeg
staff numberg by 5500 in two
years to 36 0pp people,

The capex Programme ep- ‘
Compasses the Sugar, alumip. |
Um, starch angd Sweeteners djyi. |

sions,
Its Heatonvilja cane irriga.
1Itiion Seheme wijj cost R100 mi)-
on, - )




| -

SUgar has reported 4 ° :
seclne in cnings p nbate |
24 dein the six months to,March, - | ;
1} The'dividend'has b el 'Teduced | |
by 2¢'to 7 g share, Sugar
/11 While, turnoyem: towed a’
13 percent: rise: to, RE03:1 million,
: Operating income-declined by |
* Spven percent to R80,9 million, :
1F ,igher'wint_erés,tlLpayme'nts of [.*
R24 millio :(R18,5 million}’ acee-. ,
“lerated the earnings decline., | ;
et The', gPOURSays the- Worst ef. [
Iects of the drought'were felt by . i
{:its South Coast sugar. mills] where o
f,}js_u‘g'éi*'\-pt;ﬁauqti,bnf)-?qroi)ped by
~175.000 toni. .~ Finanice Staff,

——
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f ft,G gMITI:IdSugar's attributable pro- :
fit droppe 21 t 38,5
f(lR43,7m!)) pin theysix ;ﬁ’m,u‘,’s g Een:llf Incorporated the second half of the

! March as drought conditions took 1992/93 sngar season which had been

their toll on the s : . affected by extreme drought condi-
! MD uDonﬂ -Mgc[l.leg:é' ‘:gléstzsults tions. The worst effects had been felt
i Sugar s by the company’s three sugar mills
“CG St Sugar
Yard prii

on the Natal South Coast, where total
sugar production had dropped by
157 600 tons from the previous year.
Turnover had increased 13% to
R603,2m (R534,1m), but operating
* profit had fallen 7% to R80,9m.
MacLeod sald the furnfura) Plant
B~ in Sezela, traditionally a strong profit
; %contrlbutor, had been affected by
NS lower prices and reduced volumes
due to the drought. The plant used by-
- a~products to make furnfural aleohol,
(S for use in foundry resin.
The 29% rise in the interest bill to
% R24m (R18,5m) was largely due to the
R90m acquisition of the Umfolozi

[T N

th Sugar profit

sugar mill and increased crop financ-
ing Interest cover had been reduced'
to four (5,7) times, and average gear-
ing had risen from 30% to 36%.

Pre-tax profit had been reduced
16% to R60,7m from R72,0m, After a |
7% reduction in taxation to R20,0m,
profit after tax was down 20% at
R39,8m from R495m, Earnings de-
creased 24% to 24,4¢ (32,1¢) a share on
additional shares in issue, A 22%
lower interim dividend of 7e {Sc} a
share had been declared,

MacLeod said the decline In earn-
ings was purely drought-related, and
did not reflect any problems. The
drought had persisted, and sugar
production was expected to decline
further. Although C G Smith Sugar
had implemented some cost cutting
measures, profits for the second half
were expected to be below those of
the first, MacLeod said,
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.. SUGAR DROUGHT

Yegr to ' Mur‘gzl Mar 31
Turfiover (Rbn) 3,97 3 893
Operating income (Rm) .. 281 2’69
Attributable (Rm) 150 143
Egirlnl'ngs (-1 I 20 191
Dividends (c) .............. 73 73

Tongaat-Hujety’s Sugar division, that meant
a R22m drop in taxed profits,
Of course T, ngaat-Hulett is wj ely diver-

sified, covering foods,

Sugar didn’t give it go

Maize farmers are smiling for 3 change, but
November's drought~breaking rains came

too Iate for Natal’s su

£ar cane crop. For

- year 1o less than 35% i 1993,

It‘ also affected 8roup turnover. That has
declined by 2,5%, the first time in at least a
decade the 8roup has reflected ebbing sales.
B_ut 8roup MD Cedric Savage says the defi-

particularly the aluminium and
starch & sweeteners divisions

any' significant

buying Opportunity considering (he group

Potentia),

W,

s

) Shaun Harrss

edri: Savage ... sropping
the bleeding

Most important, he says, is that the on-
Eoing managernent restructuring and refo-
cusing programme, instituted a year ago
(Fox, May 8), has “stopped the bleeding” in
underperforming businesses, Those beyond
viable treatment have been terminated, in-
cluding eight brick factories which have
either been sold, closed or mothbalied.

One result of the programme — Savage
says some 16 management groups are exam-
ining areas of concern in the group’s 28
different businesses — is improved cash gen-
eration. And it shows on the balance sheet,
where cash resources have grown more than
eight' times to R255,5m, reducing net bor-
rowings by about R95m despite a 51% in-
crease in long- and short-term loans.

That's taken 26% off the interest bill,
reducing it to R76,8m. But a tax charge
which doubled to R50,2m — partly because
the previous rate was very low, when de-
ferred tax provisions were reduced by 2%
and the end of export incentives — has
hammered earnings, knocking them back to
1991 levels,

Still, the drop in earnings was less than the
market expected. One analyst’s report, pub-
lished when the interims were announced,
forecast EPS to be nearly 5¢ lower,

Savage says cost efficiencies and greater
cash generation will be a continuing trend.
Capital spending of R200m is being invested
in the stronger performing divisions: sugar,
aluminium and starch & sweeteners.

Biggest project is the R100m scheme to
irrigate 5 000 ha of caneland at Heatonville,
which should be operating by October. Be-
sides increasing sugar producticn, it will also
offer Tongaat-Hulett a degree of protection
from future droughts.

At the same time, corrective measures,
like the salary increase freezes instituted last
year, will be applied if necessary, Savage
says. “We don’t like doing it, but it shows the
staff we are serious about improving the
business.”

All these efforts seem to be reflected in the
share price, which has only lost about R2
over the year, despite less than sparkling
results, and, at R21, is on improved ratings.




|| e 2000 !

St

Paper, print & p;ck

Average

' Clothing & text.

Wood & products

Hotels & catering

m u]

0

100 200 300 400

Average weekly wages (rands)

Pay rises still toppi

R

By Paul Bell
Lahour Correspondent

The fall in inflation has not been
accompanied by a decline in
wafemcreasef.o by

ccording to a surve e
Lahour Research Semc"{a ({RS),
annual wage settlements
averaged 13,9 percent between

September 1992 and Qﬂh this
year. . %?
Inflation over the T

averaged 102 percent — making
a net gain for w, 7 per-
cent.

In its survey o companies

for its biannual review, the LRS

ue |

nt t
ercent of respontgnts
awarded increases of 10,3.-to
20 percent, while only 20 percbn}
of the sample made awards
below the inflation rate. The avs
erage wage was R243 per d
or R1 023 per month. .

Paper, printing and packasm
workers were the highest paid; a %
R323 per week. Food manufaepurt
ing paid next best, at R250. e

Worst off are the hote! iand
catering industry — a seéto
which, incidentally, is curreritly
affected by industrial actmnm
where, according to the LRS,
workers are said to earn anavi
erage R180 per week Eal

I-'l\«ll

inflation rate

CG Sm

By Stephen Cranston

CG Smith was able to increase

earnings per share by four per
cent to 46le in the six months to
March.

The dividend has been main-
tained at 117c.

This was achieved despite an
cight percent decline in the con-
tribution from its main profit
source, CG Smith Foods, which in
its own results reporhed earnings
per share of 151,2c and an eight
percent cut in dividend to 36¢.

CG Smith’s turnover rose by
seven percent to R9,5 billion,

Chairman Robbie Williams
says trading conditions were
tougher than expected. Operat-
ing profit was up just one per-
cent to R719 million.

But a reduction in interest pay-
ments allowed pre-tax profit to
rise by five percent.

The group was a beneficiary
of the new structure which took

R40 million off the tax bill.

lifts earnlng

Weak consumer demand and
high raw-material costs reduced
earnings at Tiger Foods. .

Severe drought conditions en-
countered by the sugar industry
led to a 21 percent fall in the
earnings of CG Smith Sugar. Hs
tonnages were off 16 percent in
the 1992/3 season and an esti-

mated 25 percent for 993/4
Season. -
* This was partly y a

strong performance from the
group’s US-based Ope;aﬁqn, Mnon-
itor Sugar, ey

ICS did well to ac}seye a
ginal improvement in earnings,
despite falling volumes and s~
plug;; in milk, red meat and

Star performers were Adeock
Ingram and Logos Pharmaceuti-
cals, which benefited from the
success of new products and con-
tinuing focus on cost containment
and operating efficiency. Their
coniribution increased by 40 pér-

Oceana Flslnng profited
through a strong performance
from the cold storage division
and restored profitability in the
shipping and clearing operations.

Nampak’s sales veiumes fell
1,8 percent, but tight cost con-
trol, good asset management,
lower interest rates and a re-
duced effective tax rate enabled
it to improve atitributablé earn-
ings by 22 percent.

Profits were maintained by
Bevcan, Foodcan and Sacks,
while the glass diyision achle
a modest profit.

Plastics was a
by lower sales in the soft drmk
industry of PET bottles. The cor-
rugated division was affected by
the switch to plastic crates by SA
Breweries, .

- 'There were improvements in

‘ the tissue and printing divisions,
but declines from paper manu-
facturing and merchanting.

The textile market was also

. erations improved fron

rb'

. cash flow after investment in fu-

Lll l

re CE'ltS payout,

ﬁcted by difficult trading con:
ditions, w1th profits declining u;
the fabries and industrials, divi-
sions.

There were continued nnp,rove-
ments in the carpet divisioniIs-
land View Storage benefited Irom
higher imports by customers.

The disposal of Crossley Car-
pets for R37 million and a dyop

R

D

in borrowings led to & substan- {\.

tial reduction in Romatex’s sin-
terest e:;ts. Its taxfd proﬁt.am.-
proved by 42 percen

CG Smith's cash flow from op.~

R374 million to R592 million.:Ne

fure operations was R227 ml.umn
(R117 million last year). - |

Gearing 1mproved from 25,)

percent to 21,9 percent. i

Williams does not expect’ :any
improvement in trading m‘thz
near future, but feels earning
for the full year are likely t¢

P

! show a small improvement. =
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hurt by d t, competitior
By StephenCranston {  * 1 clined J(GSuoN
T N T Group turn ‘detlined by
The drought and unexpectedly . two percent to R43;3 million"and
“heavy competition in European on selling prices led:fo a
(markets held Crookes Brothers' 22 percent decline in operating
earnings per share to a modest profits to R6,15 million. -
four: percent improvement to Interest payments fell: from

162,6¢ in the year to March.
21 The dividend is an unchanged
- 2le. '
-« MD Dudley Crookes says the
drought had a material effect on
-agricultural production. Cane
production fell by 24 percent to
314 083 tons after adjusting for
the sale of the Isonti farm on the
South Coast. :
Income from exports was
down as.heavy competition'in Eu-
ropean markets resulted in ‘citrus
prices being pegged at 1992
ﬁ levels, while apple prices’ de-

R770000 to R380000 despite: the
considerable cost of expanding
banana operations in the East:
ern Transvaal and improvirg the

.....

deciduouys fruit farm in the Cape.-

Income benefited from the re-
versal of a R1,592 million de-
ferred tax provision thanks to the
policy of providing on the partial
method. .

Investment income increased
by 10 percent to R942 000 and
attributable income by four per-
cent to R7,5 million.
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Sugar harvests B ol o lLice
SUGAR harvests in Cuba, India, South Afriea and.Fhailaud are
expected to fall sharply this year, says the US Department of
Agriculture. Co . .

World production of cane and beet sugar is estimated at
111,3-million mefric tons -@illion less than the record

crop of 1991-1992, < Lt '
own 34%‘3%million tons,

8A’s erop is estimated to
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I “-v e adere tion of the

.si,l' a&-" ustry was called for 'at
he SA Carie Growers. Association
.'” ee ifng -hi.Durban yesterday,

ko Asﬁ,bcj‘dtionr viece- chairman
YEay »eﬁ- Gordon-Hughes said . the
ibindusity ineeded to address‘fhese
Tiss es m;aocordance with propos-

als‘pu ‘Jgorward by the Kassier

iy : Viewed agamst the recommen-
r{laiitms ofgthe Kassier commitice,
s gle;c&annel»marketmg atd the

present uota; system could be:
' sééni- as largely contrary’ io free

| warded cértain millers and | grow-

TSipr eferentially, ‘while'sigle-
«channel marketmg conld mitigate
| agamst produetiv:ty, efficienc_v
fiand|¢ cost effectiveness in serving
I .consuimer interests.

) _ed‘ implementation- of
J 7 9f the Kassier committee’s
;‘-recommendatmns would , facili-
£ 4
I

: ,tate‘cqmpliance with GATT rules
| for agncultural proditets,

The Uregnayﬂround of GATT
.negotiations was the first attempt
to remove ‘trading distortions , in
agriculmral commodities cansed
by, export subsidies and high tar-
iffs; Jhereby creating a level play-
Fing reld among all GATT coun-
ttnes i

' *‘f'Heisaid that for too long tbe
ll5I;ugar. industry had beeti percéived:
;. as ang entity of “fat_cat” sugar
[*barohs-and & small dumber of in-
’dustr al conglomerates, -

o Tlus was not a tree reflection of
'ithe,,gssoclation s membership, ke
H:iarﬁued ‘The * body ' répresented

243 000 family sugar, cane farmers’
ficonsisting.of about 2 000’commer-
"cial‘ producers and .41 000° "Sinall-
7 ihsistercé farmers, mainly
farmm ti'ibal land in: 'KwaZulu,
v’rrai}skei ’andiKaNgwane o

\market ?’mclple@&ﬁqf
,J.— X ordon-Hughes said quotas re-

’ ‘t.-y' :

—




R790m_loss for ;

sugar, A
DUR R gar
cane ' grpwers lost some
R790mmnf )
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r industry will invest millfons of
.. .rands’ to -improve sugar production, SA
'), Sugar Millers’ Assoclation chairman Dick
', “Ridgway said in Durban yesterday.
' Speaking at the association’s annual
. /general meeting, he said the industry had
"“!invested"R2bn in a project to develop new
irrigated-cane growing é@s and a dam in
t

"' fhe eastern Transvaal( %) Soes XA
' ™'~ The project included the construction of
the new*Komati mill, worth R500m, near
. "Onderberg-by Transvaal Sugar Ltd,

~" This area was expected to yield a 1.2-
" "miltion tén c:{ﬁgf crop which would produce
"about 130 000" toris of sugar, Nearly 6 000
new job opportunities would also be cre-

ated, Ridgway said, ' . .
Tongaat-Hulett had invested about
R100m to construct an irrigation scheme

| PRI,

“Building s swgrer syggy fndusiy

7 MARIANNE MERTEN

at Heatonville in KwaZulu,

However, two Natal sugar mills, at Um-
zimkulu and Entumeni, had been closed for
the duration of the 1992/3 season to ration-
alise milling capacity. This was the first
time such a step had been taken, ke told the
meeting. -

The drought had not only affected the
volume of sugar preduction, but also the
cane’s quality, which in turn affected mill-
ers’ performances. SA normally produced
about 2,2-million tons of sugar angually,
but this had-declined to 1,3-million tons for
the 1992/3 season,

The industry was waiting for the out-
come of drought relief negotiations with
government, he said.

Ed
N J—
™




“who had“com!

ity

s g T v,
. DURBAN — Sugar production during-
the past season fell to 1,5-million tons .

and estimates for the 1993/34:season
were  under 1,3-million tons- com-

pared with normal annual output of

. approximately 2.2-million. tons, SA

. Sugar Millers’ Association chairman
Dick Ridgway said yesterday,. .
Ridgway told the association’s
_AGM that’ lost- production. over the
two seasons would be in excess:of 1,5
million ‘tons. wphe- impact’ of stheése
Josses in; terms of revenue to the su-,
gar industry and

obviouslyenormon o

_ 'He'said: growers, particula ly in
“Natal, miight not be able to withstand
‘two Yeats: of -minimal income.::’
wEhe-{mpact on small growers is
. particularly severe, éspecially-those
} i jenced cane farming
" Quring the'recently expanded oppor-

“tunities for free entry. A great num-

‘ber of larger growers are in equally

“eroded to'an “unacceptable level.”
He ‘said_the association was wait-

" ing¥or the ontcome of negotiations on_

dronght relief with ‘government. -
He said milling had been reduced.

During ' 1992/93 two mills, Umzim-

kult’and Enturnent, ‘were closed for

the’ dm‘a\tion of the season.

. “Phis-was the fivst time in.the his-

-torypof the, industry-that-suchaction

“hasshad-fo be taken. Similar 'proce-
duremvi;ilhzbe followed during

. 199§[p4fgfg;°he-said. —"8apa.

foreign exchange is

dire ‘straits ‘with their -capital base ' ’

AN TO '
Sdae o D .
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Gold Fields t

GOLD Fields of SA is considering - ]
granting a reprieve to Rooiberg L Anov ourry KL

Tin, its loss-makmg base metals he said."“We Habe identified addition. the same time lagy year, today’s

subsidiary which fast June was 41 ope with similar sorts of grades, so published results showed.
given just 12 months to live, we can continue to produce for quite *A final dividend of 120c was
e 'mining house sajq yesterday g pit longer depending og,orlcm.andﬁ, declared, lifting the to dividend

" that additional ore had been discoy. the cost structyre.” - } Mo 230c (1992 220¢).

ered, and this eoulg extend Rooj- The lifespan couid ex‘end beyond [y . group, 99,79 held by
berg’s life for at lgast anot I five . five years depending on the resuity of || Lonbro International, grows ang
s years, C: - continuing exploratory work.- o M mills sugar at estates in Swazi. }
Coal and base mgta] division GM Gold Fields’ decision to keep tllle‘ land, Mauritins, Malawi and SA,
« Richard Robinson warneq 12months  mipe going eaught market sources by Its resnlts are quoted in ema.
- 2o that Rooiberg had a year of high Surprise, given the disag state of langeni (E) — which hag the same
grade reserves left and that itwould the'tip market, | value ag the rand — a5 the eom.
have to be mothballed or clogeq Massive oversupply in recession-" | pany islncorporatedinSwazﬂand.
- unless market congitiong improveq, ary markets and the fajlype of the [} “Turnover increased 9. to
. Though tin prices had deteriorated Association of Tin-PmduCing Coun- | E463,8m (E4253m), but profit

.

+ Since then, Robinson sajq yesterday  {rieg o coutrol non-member produc- argins improved ang operating
Gold Fields had sti)j to decide whe- ©rs such as China, Brazi] ang Russia, income climbed 159, to E1199m
ther Rooiberg shoulg close or con- have led to a collapse in prices,’ tew (E103,5m). Logns rose substantia].
tnve at current low leyels, The metal wag trading on the Lon. Iy to E952m (E23 g 5“3"’

The Rooiberg workforce was re- don Metals Exchange at three. | | . Lonbro Sugar's g
duced by two-thirds last year, to  month midgle price.of $4977 a ton

ETrartng prmn Y A S s g T

leave tofal staff at just 50, yesterday — ts lowest level fop more | | 4 goge E
“We're at the right Staffing level,» than 20 years, .- o b A | i
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INEWS

could trigger

Own Correspondent

DURBAN — Severe short-

ages of water on the Natal -

South Coast could force an
unprecedented migration of
people to the Durban area,
authorities fear. .

Drought is taking its tell

throughout Natal and in some
areas of the province farmers

are trucking in water for their

animals.

- However, hardest hit is the _

South Coast where springs and
rivers are drying up and the
combined storage of the dams is
currently at its lowest recorded
level.

The Sezela Sugar Mill on the
South Coast has resorted to fer-
rying water in with tankers to
keep working. .

The principal engineer- with

the Department of Water Af-.

fairs in Durban, Norman Ward
said yesterday that drought was
“yery serious” on the South
Coast where the rural popula-
tion relied on springs and rivers
for their water supplies.

atal’s severe drought
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These had dried up and bore-  up.
holes had been drilled in some “Sezela sugar mill on the

= mmm.m;m@—%.

areas. These were, however,

likely to dry up soon them-.

selves, he said. .

“A lot of people in Govern-
ment circles are not fully
aware of the problem develop-

South Coast is relying on tank-
ers to bring in water. Small and
rural farmers are battling. In
previous years better-off farm-
ers supplied rural communities
with water from boreholes, but

" serious situation,” he said.

is

ing down the South Coast. It
could cause a lot of people to
migrate to Durban and cause a

that is fast becoming impossi-
ble,” he said.

Meanwhile the Cane Grow-
ers’ Association is negotiating
loans with Government to aid
stricken farmers relying totally
on sugar for a living.'

May rainfall figures from mbn

im: ) Sugar Association experimen

Estimates A stations show many South Coast
Sugar production for 1893/24  areas, including Sezela, had no
is estimated at 1,25 m tons com- - -rain at all. In other farming
pared with a normal 2,1 m tons - areas, farmers are carting

The sugar industry has been
particularly hard hit as well as
smaller farmers battling.
mounting debts. *

. leading to a loss in gross reve- - -water and searching for fodder
_.pue running to hundreds of mil-
~lions of rands.

to keep their breeding stock
A going. ...,

_ “The situation is deteriorat- -  Other stock has:long sifice
ing quickly — almost no rain.. bheen sold ofif causing an, over-
has fallen since March,” said ' supply at the abattoirs and forc-
Cane GrowersiiAssociation .ing meat prices to drop. In the
chief Rex Hudsan,,Crops.are % longer term, a shortage of meat
withering and grouhd water re-

serves, relied on by farmers in

previous droughts, are drying In the timber industry the

gar

" fered a phucity of rain an

-not recharged production nex
- year will be well down.

"is, likely to occur with prices?.:
likely to soar upwards. N

two years of “unheard-of’
drought has'been catastrophi
for growers, says Dr Carl Seele
national chairman of the Tim
ber Growers® Association.

The drought has given rise b
devastating plantation fires at .
time when there are depresse
international pulp and pape
markets, a declining saw tir
ber market and large-scale re
trenchments.

The Drakensberg has sul

snow for the last few years.

Underberg, renowned for ii
high and reliable rainfall ha
been so dry that some farmer
have for the first time applid
for drought aid. °

Vegetables such as potatoe
are plentiful and cheap becaus
farmers made ‘strategic use ¢
water supplies, but if these ar

Prospects for city dwellers 2
the Durban and Mariztbur
areas is not yet serious althoug
it is beleived that if the sprin;
rains later this year fail agair,
water restrictions will be inevi

T

table.
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| QUSTOMS iduty -ori sugar was i [”
creased from R661 a ton toR718:a ton. L
with effect from July 2,;the Board'on -
Tariffs and. Trade said yestérday, -
“This followed tariff adjustments on

Tt lindel i% fataa b

pezepsed
. JOHN DLUDLU :

- geale of duty, it the average deérease |
in the world price was more than'10% ||

rover 20°trading days. - )

the commedity, following price In- -

P »

_creases, chairman Nic'Swart said,
gid thére had béen a 9,9% dom-

" "He T
estic increasesin. the price of sugar

and ap_jncrease in -international
, Prices C

- The 1ocak sv
joyed tariff protection since Septém-
ber 11 1952 through a specific duty
which replacéd the formula d
‘plicable vp to thqan.jgn

" With thesystem,: tarlet prote
was adjusted on.the basis of particu-
lar guidelines without prior notice in

-~ which the doinestic

ar dustry ‘had ‘en;- .

apy
it protection

Alfernatively, the duty -increase |.

could be caleulated b{ the amount by !
, ndustrial price -
for refined sugar (free on rall Dur-

ban) Increased, If the increase wag:j.|

more than 4%.

- Since’ the Implénentation”of this
' neéw procedure, adjustments in the
~caleulations of tariff protection on-

sugar had: already been implement-

~ed, Swart sald. ;.

7 =

¥ hesé Included thie Increase of cys- .
" toms duty on sigar In February this

year to R786 a ton fiom R677 hecause

Ahe Government Gazette, .. of a decrease in the international
" Aceording to ‘the guidelines, the price. - .
specific ‘duty on sugar would be in- - Another adjustment came In Ma
-creased ‘from the: previousilevel-by.: withithie decrease of customs duty on
the amount by which the world sugar? - sugar f0:RG6L a fon from R786 a ton,
" price decreased from thelevelduring.: following an. increase in the: world

the determination_bf, the jprevious - sugar price: . .
T T
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Failing crop 4:“(;: 7142 .

1,

Notel's second successiv i
heaping trouble not on] o sugas carought s
ers, who have
R7o0m Sugaﬂlfre;ciiy suffered losses of
region’sbeieaguered
turn in arguably the area’s biggest industri
sector is rippling { rgal
and consmI:]I;r sic:grosl.lgh Hhe supply service
Cane Growers’
Roger Stewart says t
duction from the 199
harvested, wij] be
1,3 Mt. This compare:
about 2,3 Mt. And it

ly bad 1 j
y ad .ycar when production dropped to just

While most of the country saw the end of

Y on sugar cane grow-

llers, but also on the
€conomy. The down-

Association chairman
he estimated sugar pro-
3/1994 crop, now being

begween L2Mt and
$ with a normal yield of
follows an exceptional-

BUSINESS & TECHNOLOGY

the drought this year and is now enjoying a
rapid recovery, areas such as the eastern
Cape (Business & Technology July 2),
Natal and other sugar-growing regions have
not been so fortunate.

Don MacLeod, MD of miller CG Smith
Sugar, says the estimates are dropping all
the time in line with both the falling quantity
and quality of cane milled. CG Smith Sugar
attributed a 21% drop in half-year profits to
the drought.

Some mills have, for the second successive
year, not opened because there is not encugh
cane to justify it. The operation of others is
being hampered by water shortages of their
own, “We expected a bad season because of
the poor rains, but we’ve been shocked at
how badly it’s turned cut,” MacLeod says.

The south coast is probably the worst-hit
area, partly because the lack of moisture
prevented prowers from replanting large
areas after last season’s drought. And those
who did replant iost their crop. The pain,
though, is widespread. Midlands growers
have also suffered frost damage, rivers have
dried up in the eastern Transvaal, where
growers irrigate, and insult has been added
to injury by widespread crop damage from
cane fires.

Citing the south coast as an example,

Fva 167193

MacLeod says production at the Sezela Mill
has dropped to 30% of its norm and Umzim-
kulo to 42%, while the Illovo mill hasnt
opened — its cane, which is only about 55%
of the norm, is being processed by Sezela.

Also of concern is the industry’s ability to
recover in the coming year. Even assuming
good spring and summer rains, MacLeod
doubts, taking issues such as root damage
into account, that industry production will be
able to achieve better than 2 Mt

Meanwhile, it's a question of survival for
growers large and small. The Growers’ Asso-
ciation has processed 560 Land Bank appli-
cations for drought-rclief loans from quota
growers, with about 460 approved, involving
R100m. For small growers, the association’s
financial aid fund, supplemented by Kwa-
Zulu government assistance, has approved
6 500 applications involving R13m in loans
for replanting or rationing.

But, the impact of reduced turnover isn't
confined to the farming and milling com-
munity.

Durban Regional Chamber of Business
economist Barry Poulsom says there will
clearly be a double impact in terms of con-
sumer spending and inputs. On the input
side, expenditure on consumables such as
fertilisers, pesticides and weed killers and

(D Suaa— -
e wd

Sweet, sweet sugar . .. in
better times

services such as engineering must be down.
That, in turn, reduces secondary income
from the sugar industry, which knocks con-
sumer spending,.

“We have requested retail figures from
Central Statistical Services in Pretoria that
will help us gauge just how serious the im-
pact of the sugar industry’s woes are on the
rest of the economy. Until then we won't be
able to quantify it, but it has undoubtedly
been substantial.” |
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Cane Tarmers '@)&{ﬁﬂ:
NATAL South Coast S#gar far-
mers were again facing heavy:
crop losses because of drought®
and pests, including Eldana borer 3
infestation, it was reported yes-:
terday. In the Umzimkulu area y
the loss last year of R40m in cane- |

related income would almost cer-
tainly be repeated this year. ;

“Award for Suzman !

ANC president Nelson Mandela
would deliver the keynote address §
at the national congress of the SA <
Jewish Board of Deputies in Jo- i
hannesburg on August 21 when the
Nahum Goldman Award would be
presented to veteran politician |
Helen Suzman, a statement by the ]
board said. 1

Concorde on safari

A CHARTERED British Airways
Concorde will make the superson- }
ic airliner’s first comprehensive |
trans-African journey to SA with a !
leisurely 17-day flight via Kenya,
Tanzania, Zimbabwe and Bo- -
tswana from October 23 to No- |
vember 10. Ninety passengers, ;
mostly Americans, will pay about
R40 000 each for the trip, which
embraces some of the continent’s
most famous game reserves and !
ends with a Blue Train journey }
from Johannesburg to Cape Town. |

Caption incorrect

A caption to a photograph depict-
ing the handing over of a memo-
randum from the Seven Buildings {
Project to the National Housing ;
Forum (NHF'} in Business Day on °
Friday was incorreet in describ- ;
ing the people involved. Matthew
Nell is the chairman of the Co-
ordinating committee of the NHF *
and Saths Moodley is the senior *
co-ordinator of the NHF.

RERFQATS Business Day Aaporter. Sapa

Tentative signs of

2411182

recession’s end
oy

THE recession was showing
some signs of bottoming out but
the signs were still not strong
enough to indicate a definite end

to the downturn, ecgnomists said
yesterday. * @!
Various indicators had shown some

improvement recently with real
gross domestic product increasing in
the first quarter. This was carried
through as mining production, agri-
cultural output and exports had all
shown increases in data released
over the past few months.

Standard Bank chief economist
Nick Czypionka said the current im-
provement was more of a statistical
nature due to the better gold price,
the ending of the drought and the
upturn in the economies of the US and
the UK. However, he added: “We are
not yet seeing it out on the street.”

Other indicators that had shown
some levelling out included motor
car sales, manufacturing output and
notes in circulation. Manufacturing
production was up since the middie of
last year and notes in circulation —

an early indicator of higher spending -

demand — was also better.

Czypionka said a recovery would
be visible only when the man in the
street felt things were better, which
would be reflected in an improve-
ment in spending patterns. “This
should occur when job security im-
proves and people have more money
in their pockets.”

When SA gained greater access to
overseas financial markets and the
situation on the political front got
better the economy should benefit
even further, Czypionka said. “Unitil
then the situation is unlikely to show
definite signs of improving although
there may be some bouncing back

[ KELVIN BROWN |

statistically.”

UAL economist Dennis Dykes said
althongh there were some signs of a
turnaround it was difficult to tell if it
was just a blip or a sustained in-
crease. “The question is whether it
will continue or be held to ransom by
the pelitical process.”

The position of consumers was still
not good as disposable income had
been knocked by higher taxes and
lower wage increases. He said the
indicator to watch for was credit ex-
tension. “When consumer confidence
picks up it affects demand for credit
even before GDP.” .

0ld Mutual economist Dave Mohr
said the improvement in the primary
sectors could suggest a flattening ont
in the recession later this year.

“In the past ali sustainable recov-
eries in SA usually started with an
improvement in exports and the pri-
mary sectors.”

Agricultural production was good
but volatile as it was dependent on
the weather while the mining sector
was showing signs of improving.
There were pockets of evidence that
overseas demand was picking up.

Gold and platinum prices had im-
proved,' and this carried through to
the steel and'other markets.

The depreciation of the rand should
also help improve exports in these
and other areas,

Mohr said the evidence indicated
the economy could approach a turn-
around this year with a siow im-
provement next year depending on
what happened politically. However,
there was little room for growth in
the economy given current fiscal and

Farmers ‘must clear proposed laboyr.

ANY proposed labour legislation for
agriculture would have to be cleared
with farmers before implementation,
Free State Agricultural Union presi-
dent Piet Gous said yesterday.
“Government quickly talks to far-
mers, decides on its own what it

wants to do and then eajls it negotia-
tions,” he said.
At a congressbree State farmers

had called for a referendum, or they
would not accept new legislation,
Gous said. ~

Chairman of the union's manpower
committee Japie Grobler said a fo-
rum had already been established to
inform farmers about their legal
rights and the changes they would
have to make.should comprehensive
new legislation be adopted.

( DIRK VAN EEDEN |

The forum, with representatives of
the Transvaal and Free State Agri-
cultural unions, Nampo advisers,
Boskop training centre and the Man-
power Department, would also strive
for better labour productivity.

Several information_days wer
planned for farmers.%e)
Gous said the Free State Agricul-

tural Union opposed the planned leg-
islation because it did not take into
account the personal relationships
between farmers and their workers,
or the specific needs of agriculture.

He warned that many labourers
would lose their jobs if a minimum
wage was introduced. Farmers

monetary policies.
b
laws

would bt e able to pay higher
wages and would rather mechanise.

The union was also opposed to leg-
islation legalising strikes. A farm
could be ruined if it was not worked
for a week or two.

“A farmis not a factory that can be
shut down. When it is planting season
you must plant, and a cow does not
calve between eight and five either.”

No other industry had provided
housing and other social benefits for
its workers to the same extent that
farmers had.

.Should strikes be legalised, far-
mers would have to ailow unknown
t{rade union workers on their farms.
Because they could not know all the
trade union organisers, it wouid cre-
ate a serious security risk.
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Activities: Cane grower with citrus and other
agricultural interests.

Contiol: The Crockes family. Vo
Chairman: | F G Gillatt; MD: D J Crookes. *
Capital structures 12m ords. Market capitalisa-
tion: R64m.

Share market: Price: 450c. Yields: 4,7% on
dividend; 13,9% on earnings; p:e ratio, 7,2;
cover, 3:0. 12-month high, 570c; low, 425¢c.

Trading volume last quarter, 134 000 shares.
Year to March 31 9 ‘Y1 ‘92 93

ST debt (Rm) ........ 8.9 1,3 1.6 0.6
LT debt {Rm} ......... nil 1.0 05 nil
Debt:equity_’ratio ..... 005 002 002 nil
Shareholders’ interest 0,82 0,94 093 0,96
Int & leasing cover . 386 11,6 — —_

Return on cap (%} .. 4,0 5,9 8,0 4,2

CR?})KES B%CE’H% 33
Drou”g‘ﬂﬂ hits sugar profit

In the middle of 2 drought in the sugar belt, it
is hardly surprising that Crookes’s financial
1993 operating income fell almost a fifth to
R35,8m. Fortunately, relief came in the net
RB00 000 tax write-back. EPS rose 4% to
62,6¢ Sugar

Sugar cane still provides the bulk of in-
come but its contribution fell 6% last year.
This comes after the 35% decline in SA’s
sugar production — from the near-record
2,3 Mt in the 1991-1992 season to a dismal
1,5 Mt in the 1992-1993 season.

Earlier expectations of a crop recovery
after last year’s disaster were dashed when
the drought continued through the summer.
Except for the northern irrigated areas, the
1993-1994 crop is again being described as a
disaster and the estimate of 1,3 Mt of sugar
is the worst since 1965-1966. The crop might
. not be enough to meet local market require-

Turnover (Bm) ........ 32 34 43 42
Pre-int profit {Rm} ... 7,5 68 7.8 6.0
Pre-int margin (%) .. 12,7 146 160 11,8
Earnings (e} +voeeerenes 60,8 520 8600 6286
Dividends {€) .......... 31,25 18,00 21,00 21,00
Tangible NAV () ... 1440 201 1016 1135

ments,

To redunce vulnerability to uncontroilable

Jfactors, borrowings were aveided except for

brief periods and net borrowings fell R1,6m;
the geographic spread was widened, the crop
mix diversified and irrigation introduced
where possible.

About 475 ha of sugar ‘cane crops on the
south coast estate which were badly affected
by drought will have to be replanted earlier
than expected. Costs of replanting (R1m)
will be expensed, impairing profitability dur-
ing the next few financial years. Capital
expenditure was incurred on the banana ex-
pansion project in the castern Transvaal
{R2,4m) and on improvements to the decidu-

. ous farm in the western Cape (R1,7m) in

financial 199 gar

This year will be tough. The R1,6m de-
ferred tax provision has been climinated be-
cause of the policy of providing for deferred
tax using the partial method and the farming
development expenditure expected to be in-
curred. Also, export prices vary widely
through the seasons. Last year’s operating
profit was affected by difficult export mar-
kets in Europe. Strong competition and poor
demand depressed apple prices. Citrus prices
remained at 1992 levels.

Cants Crookes
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Source: [NET

Chairman Ivan Gillatt says it’s hard to
forecast revenue accurately. But operating
income is expected to return to 1991-1992
levels and group income after tax should not
differ much from that of 1992-1993.

The investment of 300000 CG Smith
ghares is worth 330c a Crookes share, indi-

i e market is valuing the other assets
:?t:):%yﬂ; 20¢ a Crookes share. The share 18
thinly traded; only 134 000 have changed
hands in the last quarter. At 450c,ona pie of
7,2, itis rated below the sugar sector's 9.3

Kate Rushton
average. r @

ettt —
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Taking a beating

The sugar industry is reeling under the bur-
den of R1,5bn-R2bn in *lost proceeds” from
what has been described as Natal's worst
drought this century sygar

_ As a result the industry, which also takes
in eastern Transvaal and northern Transkei

fun 2001193

growers and miliers, will need an estimated
R200m in assistance to get it back on its feet
—_ and that’s assuming good rains in the next
season. A third year of drought would spell
even greater disaster.

That was the grim scenario painted by SA
Sugar Association chairman Tony Arding-
ton at the organisation’s annual meeting this
week. He estimates that sugar production
this season will fall to a low of 1,2 Mt com-.
pared with an average season’s 2,1 Mt.

Last year the industry, also crippled by
drought, produced 1,5 Mt but in 1991 it put
out a record 2,3 Mt@ Sijqaéd

“Because of this, we have already import-
ed 35 000 t from Swaziland and are negoti-
ating for 10 000 t. A further 30000 t is being
brought in from Australia in October to teet
local commitments,” Ardington says. Last
year the industry had to buy sugar to meet its
export commitments.

Ardington estimates the initial Swazi con-
signment and the Australian imports will
cost the association an estimated R63m. He
stresses, however, that this cost will be borne
by the industry and not consumers.

Further drought assistance is needed for
commercial and small growers. “Planting
decisions have to be made soon in anticipa-
tion of the August and September spring
rains. Those decisions hinge on two crucial
issues: the availability of seed cane, which is
an agricultural issue, and finance, which
concerns the broader financial community.

“While sugar, along with the rest of agri-
culture, has received drought assistance, this
has been in the form of loans and not grants.
Furthermore, government has never written
off sugar industry debts ... unlike other
sectors which have been granted write-offs of
up to 40%.

“And we aren’t asking for handouts now.
Not to respond positively to our requests for
additional loans to re-establish production
now would, therefore, be hugely discrimina-
tory against the region,” says Ardington.
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[ Chickens vaccinated

+  Staff Reporter landed on shop shelves and none of
A MAJOR Western Cape poultry pro- County Fair’s “product” was infect-
ducer has vaccinated its entire €d- B

breeding stock following an outbreak ~ This follows disclosures by thgfl')e-
of a salmonella bacteria at several partment of Animal Health in Pre-
pouliry holdings in the region. %oriﬁ tl(liatba “nevx:i strain” of lgal_mortlﬁl-
. . . a a een iscovere in e
This was disclosed by County Fair Western Cape about five weeks ago.

goolds managing director Mr Davgi?‘i% A meeting will be held today be
inlayso ing wi eld to -
i n@pou ween the department and other or-

Mr Finlayson said as far as he was isati i i t
aware none of the affected meat had ﬁ?é’éﬁiﬁlﬂﬁiéﬂoﬁhﬁé’;;ﬁg’;,md“Stry 0




"-"l

RAINBOW Chickens in Worcester yes-
terday admitted to polluting the Hex
Rwer, after the Department of Water
Affairs took action agamst them.

Rainbow Chicken Farms (Pty) Ltd
and one of the company directors —
who was charged in his personal ea-
pacity — paid admission of guilt fines
of R1500 each. A court could have

ﬁ' w“ 'ga, JITEE TR ST TR O]

llq ed river

lmposed mes of up to R50 000.

Mr Gawie Kies, principal water pol-
lution control officer in the depart-
ment, said last night an officer found
water in the river was “grossly pollut-
ed” in April last year. The source was
traced to Rainbow Chickens.

He said Rainbow Chickens rectified
the matter as soon as they were in-
formed, and paid admission of guilt
fines instead of facing court action.

o A - N
[ -




Staff Reporter

STRICT “bio-security” measures
are being implemented to prevent
contaminated chickens reaching
supermarket shelves, the Depart-
‘ment of Agriculture announced
yesterday.

The chances of contaminated birds
reaching the consumer were “infini-
tesimal”, a spokesman for the depart-
ment in Pretoria, Dr Malcolm de
Bude, said..

“We cannot be 100% sure, but we
think we have it beat. We were lucky
that we had forewarning from Eurone
and so started monitoring for this
strain of salmonella years ago and
could cateh it right at the beginning.

«If it had hit us unprepared, as itdid
in the UK, we would have been in

crilae @™
trouble.” |

But consumers trying to spot salmo-
nella contamination in chickens on
supermarket shelves will have no uek
__"it cannot be seen.with the naked
eye.

The bio-security conirols include:

@ Bacterial testing in poultry
houses and abattoirs and of the final
product.

@ Vaccination or slaughtering of
certain flocks,

® Control of flock movements.

@ Monitoring of workers dealing
with pouliry. ‘

@ Extra conirols on impprt‘ed poul-

"F‘

ry. o

Dr De Bude said salmonella was
destroyed by cooking. “If a chicken
containing Salmonella enteritidis is
thoroughly cooked, there will be no
problem,” he said.

A
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On the mend

The poultey industry is on the mend as recent
results show that some producers are operat-
ing in the black for the first time in more
than a year. “There’s a better balance be-
tween: supply and demand since producers
started cutting production and some closed,”
says SA Poultry Association spokesman
Zach Coetzee. &) Poul

This has meant rising prices. Pick'n Pay
Hypermarket GM Ian Eadic says retail
prices of whole birds have risen from
R5,99/kg in July last year to R7,99/kg “and
the market is more stable.” But some prices
have been as low as R4,99/kg.

Producers blame their dismal perform-
ance of the past year on a 32% increase in the
maize price since 1991 and falling or static
consumption. But while people were eating
less chicken, producers were raising more
birds. Poultry production was one of the few
growth sectors in agriculture during the
drought — rising from 11% of the total value
of production in 1987-1988 to 14,4% in
1991-1992, But consumers began returning
to red meat as its price fell during the
drought because producers were sending
more livestock to slaughter. The trend to-
wards lower prices is likely to continue as the
meat industry is deregulated,

This means that a full recovery for poultry
is still some way off. Festive Chickens” CIiff
Saunders says there is still too much capa-
city, with the industry able to turn out 1m
more chickens a week than the 7,1m now

produced, even though Mielie Kiep and Del-
mas stopped trading in the past year.

Pressed by tough market conditions and
more efficient foreign competitors, produc-
ers last year turned to the traditional tactic
of many industries in a squeeze -— getting
government to limit imports. Says Coetzee:
“About 20 000 t of poultry were imported in
1992, concentrated in peak demand periods,
but imports have declined with the new spe-
cific duty — introduced in November — of
R2,25/kg on frozen birds. There is certainly
less profit now for the importer.”

Consumers, of course, are the clear losers
with the new tariff, says Jim Sumner, presi-
dent of the Atlanta-based US Poultry & Egg
Export Coungcil, “The tariff is onerous — no
product can come into SA at a viable price.
Previously chicken could be imported and
sold for considerably less than the local prod-
uct.” Pick'n Pay food director Sean Sum-
mers says less than 1% of chickens are im-
ported for retail and slightly more for
industrial use(s Po ¢

Sumner points out that an additibnal 40%
surcharge on processed turkey products
means that the SA consumer can’t benefit
from a large range of products that are
popular in the US — “low cost and nutri-
tious items such as sausages, franks, polonies
and salamis.”

Sumner adds: “These tariffs are being
implemented at a time when SA is accusing
the US of dumping — this is strictly untrue.
Qur producers are extremely efficient and
able to produce poultry at exceptionally good
prices. By allowing imports, government
would expose the SA consumer to a wider
range of poultry products and expand the
market for everyone. At present, poultry
consumption in SA is about 12 kg per capita
a year compared with about 40 kg in the
US.”

At the core of the problem, says Summers,
are high local input costs, especially for
maize. “Producers need to sort out who the
real enemy is.”

He adds that producers must recognise
that lower-priced imports, which local com-
petitors almost always regard as dumping,
are not often the result of foreign-govern-
ment subsidies. “This is a knee-jerk reaction.
We need to look at the constraints that keep
the cost of food high. These are largely the
by-products of our socio-economic engineer-
ing of the past 40 years.”

Summers claims that the local industry
has become outdated and inefficient because
of years of isolation and a protectionist men-
tality. For example, he says, the local manu-
facturing content requirement keeps the
prices of farm vehicles and equipment high
while foreign producers can buy cheaper,
more effective equipment.

Rick Griffiths, who takes over as Rainbow
MD next month, says the industry is operat-
ing in a new environment. Most managers
Jearnt their skills in a growth climate and
developed aptitudes for trading up. “We now
have to succeed in down-trading markets,
which means being leaner and meaner.” B




Poultry importers éeek tariff reduction

POULTRY importers expressed con-
cern yesterday at the continued en-
fotcemenit of the interim_ tarjf
charge-on imported poultry 572
The Board on Tariffs and Trade
introdiiced the duty last November
on an:ad hoc basis after requests for
protection of the local industry.
Importers also oppose the 40% sur-
charge on non-essential products.
Imporier Gaertners’ Patrick

{Ja

a

I JOHN DLUDLU |

Gaertner said: “We inderstand, the
predicament of the local industry; We
want only the reduction of the tariffs.
But we're dealing here with a sxtua-
tion where two m ohes nntrol
65% of the marketff?i 1

The root cause of the 40% puul

e

price hike, he said, was the gentral-
control of the price of maiz




‘No underwear’

picket continues

DURBAN. — More than
300 dismissed workers
from a chicken factory in
Camperdown, Natal, yes-
terday continued their
three-week-long picket
in nearby Maritzburg,
protesting against hav-
ing to work withg

men, undert e
banner of the Food and
Allied Workers’ Union,
were fired from
National Chick Farms
between April and June
because they refused to
work without under-
wear, according to union
official M%{ (N cobo
epea at s to
reach National Chick
Farms’ managing direc-
tor failed yesterday, and

a director declined to
comment. — Sapa

N
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‘Decision soon on.poultry im

1

THE Board on T4riffs and Trade’wéuld
make a decision soon on poultry import

duties; chief director Kraamgwinkel
said at the weeken Poﬂb-\[
£ Poultry importers have complained tha

the board is dragging its.feet. Importers
want the 40% surcharge on non-essential
foodstutfs reduced to 10%. B, ﬁs

““The increased duty on frozen chicken .
was introduced by‘the boaid last Novem-

ber as an interim measure afier com-
plaints of unfair competition from the
Southern African Poultry Association.

port duties
JOHN BLUDLU |

It decided on a rate duty of 225¢ a kilo-
gram on frozen chickens and 313¢ kilo-
gram on frozen chicken cuts.

The decision was motivated by the
board’s finding that frozen chicken imports
had “trebled” since 1991 and that signifi-
cant quantities of these imports, were
priced “abnormally low”. 28 ig1932

Responding to claims. that poultry im-
porters were “dumping low quality pro-
ducts” in SA, Kraamwinkel said the issue
should be decided by consumer choice.
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‘Setbacks in South Africa and
- Mauritius were offset by good
performances in Malawi and
Swazilahd, Lonrho Sugar
says in its annual review for
the year to March.

A.shortage of sugar in the
" Southern African region en-
~abled Lonrho to reduce its

overseas exports, which fetch
lower returns, to lese than 10

" _percent of total production.

. 'The group’s sugar produc-
tion fell by 2,4 percent, but
--the’ average -price realised, in
“and térms, émm 3,3 pereeni
better.

. Its Glendale™ mmﬁﬁm in South
“Africa saw’its crop fall g 24

ﬁmwomﬂ ooEm.mHmn gzp m. 35

Local demand: |

S

percent deeline nationwide.

But only five percent of its
production was sold on the
world markei, resulting in a
one-third increase in the aver-
age ex-mill price.

The distillery's contribution
was reduced because of lower
net prices as a result of in-
ereased competition.

But the expansion of the
plant has now been completed
and there is ample capacity
to diversify production to
meet market requirements.

Results are expected to im-

‘prove in the current year, but

this will not be enough to off-
set the reduced sugar produc-

“tion.

The continuing drought in

Natal will reduce production

»‘3 "

f:%m
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5 a third and a small overall

loss in expected for the year.
The Ubombo estate in Swa-

ziland, however, registered

.the highest cane yields in the

last six years. Low rainfail
was compensated for by the
large storage capacity of the
dam, long sunshine hours and
high temperatures. Sugar
production of the mill was up
four percent.

Swazi domestic sugar sales
increased by 50 percent and
regional sales by 29 percent.

Exports to the world mar-
ket, at a lower priee, féll by 48
percent. There was a 12,6
percent Eﬁ.mmmm in H:.o.ﬁmx

. profi.

The oE.H.mE ¢rop, gﬂmdmu.

has been mzmoﬁwn Sw the

iew s o =
[

Mna laz
{ H By v:?.
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“drought and less sugar will be

produced.

In ‘Mauritius, the Mon Des-
ert factory produced 70 tons
of organic sugar from cane
grown on virgin soil without
the use of chemicals. Organic
sugay attracts a high price
premium in the UK.

Lonrho has been success-

fully exporiing organic {ea
-from Tanzania for many
years.

Produetion on the isgland
was affected.by a drought in
the early part of the season
followed by excessive rainfall,
The ex-mill price increased
by just two peicent and pre-
tax profif fell by an eighth.

i The Merville Hotel, im-

.H:.odmn its ooiﬁwﬁﬂob to
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ey Ve e ey St
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0:Sugar
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profits mﬁcmﬁmmsm_q .au.c:m&
increased occupancy, -despite
heavy competitive E.mmm_:.m
on room rates. -

In Malawi, the Dwangwa re-
finery had another, record
vear, with its yield of 15,7
tons of sugar per hectare
among the Emﬂmﬂ in the
world. The price of sugar,on
the domestic market for the
Sucoma mill was increased
twice during the year.

The second phase of the
Sucoma factory was delayed
by ihree months, which will

affect profitability, but there

is likely to be a bumper crop
as 1 800 hectares of the 2 700-
hectare development af- Alu-
‘menda ummqm ‘been Embﬁmn

wd g s

i '
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LONRHO Sugar managed to in-
creadé’earnings by 12%. to 571,1¢
(510, lc) a share, chairman and
joint"MD Rene Leclezw said in
the grdup’s annual review.

But=fmanc1al 1994 was not expect-
ed to5€ as favourable for the Swazi-
lanid-registered group. Leclezio ex-
pected -a drop in profits in the current’
year, fnainly from the Iate start-up of.
the Sucoma factory in Malawi.

In thé long-term, however, the ex-
pansion of the Malawi operation
“shopld”be highly profitable to the
group®; he said. This, combined with
new marketing trends in Swaziland
and thie-probability of better weatheér
in Mauritius and SA, sholild see the
group return “to record profitability”
in 1994/95.

In the past year, the group's sugar
production dropped by 2,4% against
1991/92, but the average price real-
ised was 3,3% higher.

The setback cansed by the drought
in SA and Mauritius was compensat-
ed for by good performances in

e — =

'T\Efi.--f;o’nrho Sugar |

MARCIA KLEIN

Malaw1 and Swaziland, where pro-
duction was not affected and prices
benefited from a sugar shortage.
Domesfic sales in Swaziland rose
by 50%, and regional sales by 29%,
reducing exports. This resulted in a
substantial improvement in the aver-

age price of sugar and a 12 5% rise in
pre-tax profitf {g ) A4
A slight reduction in profi ts was

INCre
o BID
garnings desplt (Troug

‘(cta
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possible in the coming year as the
current crop had been affected by the
drought. The higher price-achieved
would not offset higher costs.

In Mauritius, a drought in the early

- part of the season followed by exces- ,

sive rainfall affeeted production.

A slightly smaller crop was ex-
pected in the coming year, but a
better average price was expected,
and directors hoped profitability
would not be significantly affected.

In Malawi, the problems with the
factory were expected to have “a
serious adverse effect on profits”.

In 8A, Lonrho Sugar had expected
a 40% reduction in the total SA crop,
but actral figures had been better.

Improved results were expected
from the distilling operation in the
coming year, but sugar production
should be down by a third on last
year’s already poor crop. SA was un-
likely to produce more than the 1,2-
million tons required for domestic
consumption, Leclezio said. A smal}
overall loss was expected from SA.







m.mmn.ﬂoz gﬁ.wmmu sugat fnillers EE
cang growers over the division of spoils
is forcing the R2,5-billion a year industry

to déregulate one of the most w3$n$a .

agricultural sectors.

Farmers may no longer be _SEE by
quotas which prescribe how much cane
Emm ‘can grow and selt to millers..

"Growers are dissatisfied with the way -

in-which the quotas are awarded as they
tend to favour long-established and less

&mﬁﬂ; “producers at the ouumuwm omf

Bﬁm._a»ommﬁmﬁ o%mmmo th Af
1 ent of Sou awmm__
Ly gar
MEmF T8
groups that they” mne.emmuwu -Era&&w
controlover thel markep e 7.
Dommiésti¢€ Sugar Drices “are '-140%

aboye the world price and an average -

.CG_Smith and /Tongaat -
: Africa’s sugar markets in-1964 after
:«""South Africa left the Commonwealth. In
F peturn, Swaziland agreed to keep.out of ...

& ‘to'chirges by consumer .

" But massive protection closes the mar-

- . costs, South African sugar would sti

_-85% “above world prices.

.- Although Swaziland is a member of
-the South Africa Customs Union and can

- . theoretically-sell its sugar duty-free in

.+ South. Africa, it is bound by an agree-

- By CIARAN RYAN

30% above the Swaziland sugar price.

ket to importers. After adding ship vm

-+ “ment.-to keep- out:of the local market.

- Swaziland took over many of South

South African markets. It also has acs

.cess to-South African export and re--

search facilities.

ough oroamm in the fight for ¢

“We would like to start competing in,
the South African sugar market, but at.
the moment we are unable to because of,
agreements with the South African Su-,
gar Association Ammw& for use of their
mwvoﬂ facilities,” says Nigel Folker,

>m:nEEwo wuo:nw Omuad.

slice of sugar’s cake

mE. a year, wSSa tons . for export of
which 120 000 tons receives. a preferen-
tial price in the European Community.
Its "domestic market consumes 60000°
tons. South Africa produces 1,3-million
tons a year. The Swazi Sugar Assoclation

senior marketing r for the Swa- employs 60 people com, with 1200
Em:mm:wmmonsﬂom 18 N= oo I guly Emmwm .\W\HD X=p-
“Behind the current of d t-

ing sugar, I think Sasa is cohcerned'

about what the ANC might do and is’
trying to get its house in oamn before the
ANC does it for them.” g4 f

Sasa says Swazi msmﬁ. can only noE..

pete in South Africa by sacrificing pro- -
- geeds from‘some of its overseas mar:’

. kets. Mr Folker counters that- mﬂwﬁ
‘growers are more efficient and the in-
dustry association is less buréaucratic.

The current duty on sug E. is wm_m a-
" ton, 118% above the world -price: The,

"'South African m=mﬁ. price is R1740/ton. "

=Ironically, this wHoﬁmoﬁcu could in-
_crease in terms of proposed changes to
the General >mH.$Bm=w on, Tariffs and ;
“Trade, The proposed 1evel of, rotection”™
; for ‘Southi*African ‘sugar ‘could Fisé" £ -
». 124%, although Sasa is anw to add that
:“this will be the maximum unoﬁoacou

§_6a= Under GATT, Em nnnﬁ would
fall to 105%! over six years. % !
Sasa industrial affairs director-Peter
Nourse says: “The werld is-mo¥ing, to-
wards a situation where sugar’prices

- reflect the costs of production}and jwe

will have to follow this trend. IE.GATT
-succeeds, everyone' will. oovaom on a
- level Em.ﬁbm field.”, e

‘_ .. Sugar is highly m:cm.&mmn in Eomﬂ ro-
:.n:omn countries, . .
* The Land and-Agriculture womnw Oa: -
tre, which is preparing agricaltural pol- .
A ‘the revenue split which gives growers
; ho__wEw 70% and millers 30%. Revenue
~. is'split according to a formula based on

* ¢y options for the ANC, says sugar isone
...of South .KES s most euo_.hnnmu.moosﬂm

“Some wuonuoﬂ,m -are mmﬁwm ‘that: wm..

“eduse sugar is subsidised amoasmwo in :
the'world, we should do the safrié" swum_..
says uosmm_mu Beynon of the _...gn »Em

..wo_mn %M:g&@n continue over a gmﬂm
can bhecome very expensi’

ﬂ_u ere are good arguments for faking
advantage of subsidised agriculiural
commodities elsewhere in the worldand
importing them.”

- 'There are reckoned to be tasgum
growers.in South Africa, 40 000 of whom

. aresmall, mainly black farmers produc-

~ing less than 200 tons of suerose:a’year

" for which no guota is required.- i

- Most cane is grown by 2 000 corhmer-
‘cial farmers who are protesting against

,-fixed returns on capital. The millers
> ghare of revenue increased ._E.Em "the
~drought years.
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o First ﬁnported
sugar, arrives

Ovn Correspondent .
URBAN — A 30, 000-

\ton CArgo of raw sigar —

he first to'be 1mported-

\by South Africa in'more

@

than 10,years — arrived
m Durban’ harbour* yes-
terday i‘rom :Australis.
It is’ part of 75 000.tons
being' 1mp0rted by the
sugar: industry, .after: a;
shortfall caused by pro-_
longed drought. - -
An ‘industry’ spokes- .
man 'said no ,further 1m—

[ports"wdre' enivisized.. | i
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et Own Corresponden@q@ﬂﬂ
JOHANNESBURG. — The continled efféet of

the dyought on Durban-based C G Smith/Sligar’s
operations saw it drop earnings by 4370 31,7¢
(55,3¢) a.share in the year to en.d-Septéﬁ};?wé'r.
, ‘Directors said the 3% rise in turnover; o
R1,2bn from. R1,1bn was because of the 1nclu-
gion of the Umfolozi mill’s contribution forafull
year. Operating. profit was down 36% at'ﬁRQtZ,lxﬁ
(R142,9m). . o e
‘Net finaneing costs were marginally réduced
to R26,5m (R27,6m), and taxation was lower at
R13,3m (R26,4m) on the back of lower prevailing
rates. Profit after tax was 41% down at 'R52,3m
(R88,9m), and after outside shareholders; attrib-
utable_ profit was 43% lower at R60m(RETmM):,.
A final dividend of 7c a share was declared;
pringing the full year dividend to 14c (23¢),8
share. . , gt f
Directors’ said that'the lower profitstwere
cansed by the drought, which-resulted ih'a"na-
jor crop failure for the second suceessivéyear.
Estimated 1993/94 season. sugar produetion
was 480 000 tons, compared with a normalilevel?
of 1-million tons. : e
_Directors said the most badly affected ‘area
was the Natal South Co%st,"‘af’ﬁd“’,c G7Siith Su-

gar's own cane growing operations;;sustained
losses._Smltl}chemj;‘gg’{t"grﬁurlalggp_l‘ant reached a

bréak-éven position. " * 7
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‘| CAPE TOWN — Good rains In September and

‘Qctober would help drought-hit CG Smith
Sugar but a return to normal growth was some
way off, MD Don Macleod said.

Addressing analysts, Macleod said even if
Natal had normal summer rains, CG Smith
would still have to replant cane flelds. “Tt will
be difficult to improve our results until 1995.”

But the company was confident that, given
normal rains, it was geared up for long-term
growth, It would invest R250m over the next
three to five years, from retained earnings and
the sale of cane lands for development. “We
may have some peaks in our borrowings, but

C G Smith looks to recovery

after,

believe we can contain these. Beyond that, we
could go for a rights issue,” Macleod said.

The company also planned to rationalise its
millg. The Illovo mill would be moved closer to

producers and giversification would be
strengthened. “SAQar

SA Sugar iation chairman Glyn Taylor,
speaking in his capacity as chairman of CG
Smith, said world sugar prices were set to sta-
bilise and the next round of GATT should level

the playing fields for producers in developing
countries.

Financial directer John Russell said price
volatility had decreased because the world

E v et LY

T

arket was 0o lorﬂ?ﬁ omgnsated by “price-in-
sensitive” buyers such as Europe, the EC and
Japan but by much more price-sensitive Afri-
can and Middle Eastern buyers.

Russell predicted the sugar price would
range from $0,08/1b to $0,16/1b for the foresee-
able future, and probably average out at $0,10
to $0,14.

The new round of GATT would cut back pro-
tection offered to world producers, opening the
SA market to about 65 000 tons of sugar imports
a year within six years. As a low-cost producer,
C'G Smith was “happy to face competition” as
long as this took place “where the playing field
is not a dumping ground”, he said. — Reuter.
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EONGAAT-HULETT
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Forming

There are no longer any sugar barons in
Natal, the industry assures the FM, but
there were in the province’s imperial past
and one wonders how they might have felt
about recent changes in structure and strate-
gy at Tongaat-Hulett, traditionally viewed
as a leading sugar organisation.

The strategic growing, milling and refin.
ing of sugar remains a core activity, account-
ing, at last year-end, for about 25% of turn-
over and 37% of group profit. However,
Tongaat can no longer be considered Just a
sugar operation, as the refocusing and re-
structuring of the past two years have im-
proved performance in other divisions, and
more recently has set it on an increasingly
marketing- and export-driven path.

Fundamental changes are also happening
in the sugar division, part of a general move
into downstream activities. Group MD Ce-
dric Savage frankly admits Tongaat is “not
generating good returns from agriculture,”
It’s therefore selling nonstrategic land, about
R12m worth in the past year, to sugar far-
mers under a 20-year g:ntract to supply
Tongaat with cane(H)yougar

But the big changes are in the foods and
textiles divisions. Last month Tongaat
signed a deal with CPC International, an
American food giant with turnover of R23bn

Fia L2iiijaz

and which trades in 55 countries: Tongaat
will make and market some CPC food
brands under licence in SA and export

A new recipe .

tesy
i
Tongaat Consumer

“Source: TONGAAT-HULETT .

CPC’s full range to sub-Saharan Africa.

About 10 years ago CPC soid some of its
brands to Hunt Leuchars & Hepburn sub-
sidiary Robertsons. Tongaat won’t be able to
market these brands, which includes the
Knorr range, in SA, but will export them into
Africa, along with other leading CPC
brands.

The deal has led to the formation of a new
company, Tongaat Consumer Foods, which
includes the CPC products and some oper-
ations from what was the foods division.
Other operations which were not consumer-
food orientated, like cotton, animal feeds and
commercial caterers Supervision Services,
have been repositioned under control of head
office, which seems to imply their future in
the group will be reviewed.

Besides CPC’s strong brands, Savage says
an advantage of the deal is the international
marketing experience the connection can
bring. Alain Loss, CPC Europe’s marketing
director of Knorr Products, has been ap-
pointed marketing director of Tongaat Cop-
sumer Foods, CPC has the option of taking
upa R100m investment in the new company.

New developments can be seen as an ex-
tension of the refocusing and restructuring
programme. Initially it invoived concentrat-
ing on lossmakers, either by selling them or
downsizing operations. Most of the pain,
which included a 15% reduction in staff and
a salaries and wages freeze in some divisions,
seems to be past. Now management can
concentrate on developing new markets and
investing in its profit centres.

Savage says two principles underlie recent
changes: a move to become more export
orientated; and a realisation that the group
had to become more internationally competi-
tive with sanctions falling away. “We could

have tried to grow organically, but the route

(2) Sugco—
we have chosen is t6 form joint ventures,” he
says. “This increases export opportunities
and allows us to draw on our partners’ ex-
perience in world markets, while we offer
them a gateway into other African markets.”

This applies to the more recent deal with
Singapore-based textiles group Tolaram.
Tongaat has sold its Prilla Mills in Maritz-
burg to Tolaram, which plans to source raw
materials locally and set up an export opera-
tion. Tongaat and Tolaram are discussing a
joint venture in textiles.

“In foods we are moving downstream to
more profitable, value-added products and
the same applies to textiles,” says Savage.
“We have sold two mills and are focusing
instead on design, printing and dyeing of
fabrics,”

Management is concentrating exports on
markets in Asia, including China, which
Savage says appear to offer better margins
than the competitive markets in America.

The building materials division has 50%
spare capacity after closures of inefficient
plant. Savage says Corobrik is now poised for
the upturn. When that comes, with the likeli-
hood that a new government will emphasise
development of new housing, the potential
for the division seems vast.

Interim results, to be published this
month, will probably still show effects of the
drought on the sugar crop, one of the reasons
turnover declined by 2,4% at year-end. But
internal changes have stemmed lossmakers,
and international links could offer good
growth prospects. Some analysts believe
earnings growth could be as high as 15% for
the full year; at least one is predicting growth
of 25% in the 1995 financial year.

The changing focus could also improve
perceptions of the share, now trading at
R23,75, after reaching R25,50 earlier this
year. Part of the problem seems to be that
Tongaat is still viewed as a sugar group,
which with the drought and volatile world
prices are not particuiarly exciting. Changes
which have taken place, and the new empha-
sis on marketing and exports, could change
that perception, Shaun Harris
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- 1201192 .
Green shoots sprouting

' LA
I!ulnwgu or has remarkable properties — it

seems it can even make share prices grow.
That seems to be the main reason behind the
one-third appreciation of C G Smith Sugar
over the past few weeks, which coincides
with good rains on the Natal south coast.
Despite the 43% drop in EPS and the 39%

cut in the dividend, though, Smith Sugar’s
results may not have been as bad as the
market was expecting. After two years of
drought and resuiting crop failure, which has
been severe on the sough coast, nobody was
expecting good resulté ar

If any feature on the income statement
can be considered encouraging, it's the 3%
growth in turnover (competitor Tongaat-
Hulett saw turnover decline 2,4% at its year-
end). This is largely thanks to Smith Sugar’s
new mill at Umfolozi on the north coast (less
affected by drought), which was included in
full-year results for the first time.

Biggest surprise comes in divisional con-
tributions to earnings, provided by MD Don
MacLeod. As expected, sugar’s contribution
dropped to 59,4% (1992: 70%), warehousing
and -distribution, not affected by drought,
increased to 36,2% (16,7%), but chemicals,
the growth area, slumped to 4,4% (13,1%).

Chemicals performed poorly largely be-
cause of the Smithchem plant at Sezela on
the south coast, which was also affected by
drought. Its major raw material is cane, used
to make furfural and furfuryl alcohol. In
addition, R2,7m had to be spent importing
water to keep the plant going.

Prospects for the 1994 year do not look too
bright. MacLeod says about 50% of profit for
this year depends on the present cane crop,
which is.in the ground and won’t be saved by
rains. He says it will be hard to improve on
1993 results, but expects Smith Sugar to
resume its normal growth in financial 1995.

That’s looking quite far ahead, but it ap-
pears some investors are taking the same

‘view. The share was arguably too low at

about 280c towards the middle of the year,
when ratings were not far off the rest of the
sector. At 360¢, the price is now approaching
the annual high of 370c.

The large exposure to sugar contains an
element of volatility, though the long-term
prospect of an improved performance is
clearly attracting some investors. A lot of
water could flow under the bridge between
now and financial 1993, but there could be
more sweetness in the share. Shaun Harris
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LONRHO Sugar has reported a slide in ”
interim ear ings to 193¢ (286c) a share i MATTHEW CURTIN r]
the half-year to September 30, partly a ity interests of E9,6m (E21,6m). Attritug-
result.of commissioning problems at one of  able earnings fel] to E21,8m (£32,2m),
its largest mills, Sucoma in Malaw, As forecast by chairman RenéLerlezio

A company spokesman said yesterday  in the company's 1993 annual report, teeth-
the slide would be g one-off eccurrence. ing problems with the expansion at3Sy-
’ Magggement’g;,confidence in strong.earn-, coma, continued to dent profits, .y
" ingsnext year ,was-:eﬂqqteg.in;tj:edegsiom-- rrnland undereultivation at:Sucoma grew

to maintain- a2 110¢ interim.dividend and_ by 2 700ha to 10 500ha in the interim, lifting
hold the final payout. at 159 b potential sugar output to 160 000t/year.

The Swaziland-baged company;asutisid-  That left the company well-placed to, take
lary of UK multinational Lonrho,. owng. advantage of regional markets hard hit by
Sugar plantations in- Malawi, Mauritius, the drought, the spokesman said,
Swaziland and SA, as well a hote] in Mauri- He said Lonrho Sugar's plantations ypere
tius, 2 Swaziland livestoek business, and a irrigated and therefore not severely affect-
distilling plant in Nata], Results are re- ¢4 by drought. Sales should grow strongly
ported in the Swazi emalen i, 0n a par _ from 1984, Also, the group’s Magritian
with the commereial'ran, é.l&af hotel and sugar businesses were profiting

les improved to F26 246m)-but  from the thriving island economy. 1 |
pre-tax profit fell a thirg to E43,6m The spokesman added that the groip had
(R63,2m). Tax. provisions rose to E122m  not beep affected by the struggle forg’con-
{E9,39m), contributing to a steeper decline  tro] at Lonrhos headquarters in London
in after-tax income to E3lL4m (E538m) between main shareholder Dieter +Bock
before reduced contributions from minor. and founder Tiny Rowland, i
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DURBAN.— Teongaat: Group has

“lifted ;interim . attributable earn-
ings$: by 8,2>to R70;8 million, de-
gpite. the drought and, barring un-
rest/ahead of the .elections,
“expecty full-year -earnings to_im-
prove aswell. . ... . °
- 'The; group’s: interim report: for
the six,months .to September- 30,
released today, shows furnover
marginally up at R197 billion but
opérating profit down 18,7 to
R115 million (R141,5 million).
However, a lower effective tax
rate, combined with lower inter-
est rates ind concéntration on

cash-generation, helped earnings

improve, by 8,2 percent to 94,6¢
(87,4).. ‘The" interim ‘dividend has
been lifted tg,25¢ (23).-
'Tongaat. says the drought and
difficult:trading conditions limit;

ad growth'and impairéd margins. -

- However net:financing costs were
recducedDespite estimated capex

of-R212 milliom this year,inet bor-..
‘pwings'are eéxpected 0-fall somié -

g,

|:R120 milliogtbyzMarch 31 -4
- O RACTS
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‘THE, . drought - agam took its toll on
Tongaat-Hulett, ‘which reported turnover
virtually unchanged at R1,97bn (R1,95bn)
ior the half-year to September 30.
“QOperating profit declined 18% to Ri15m
(R141my)-but a fall in net interest paid, to
R22,9m (R38,9m), stemmed the drop in pre-
tax. profit at-10%- to- R92m (R102,6m).
A sharp drop in the tax bill:to R21,6m
{R37,4m) led to an 8,1% improvement in
after-tax pmht at R’Iﬂ 5m {R65,2m).

= Tongaat-HuIett
. Share price, weekly close {cents)
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RDBYN CHALMERS

Attributable earnings rose 82% to

‘R70,8m (R65,4m), equivalent to earnings of

94,6¢ a share (87,4¢). The interim dividend
increased 8 7% to 25¢ (23c) a Share,
Chairman Chris Saunders was bullish
ahout earnings in the full year. He said the
group expected to improve on last year’s
earnings of 200,5¢ a share, provided trad-

ing wasnot affected ﬁt in the run-up
sugar 1smn was

to April's election.

Saunders said th
again hard hit by the drought and adverse
weather conditions had a material effect
on agricultural activities.

“With most of Tongaat’s six sugar mills
closing for the off-crop by mid-December,
sugar production is likely to be about 50%
of a normal year. The division's sugar pro-
duction in a normal rainfall season is about
900 000 tons — slightly more than 40% of
the industry,” he said.

However, if the good spring rains contm-
ued through the growing season the mills
could reopen by mid-May and productmn
return to normal levels.

O To Pago 2

Tongaat-Hlllett Blbqﬂ 13 “”qail From Page 1

& Government proposals deregulate the
sugar industry were ely to have a
significant effect on the .group. The new
fixed division of proceeds formula pro-
vided for a changed allocation.of proceeds
between the milling and growing sections
of the industry. Saunders said the effect
would be offset by increased opportunities
to improve Tongaat's competitive position.
*« The building materials and aluminium
divisions continued to be adversely affect-
ed by the recession, but the textiles, starch

and glucose divisons performed well,
Saunders said the group's focus on con-
sumer branded foods would be increased
following the signing of a joint marketing
and licensing agreement with US-based
food giant CPC International, !
“Tongaat is continuing to concentrate on
improving its competitive edge by re-
investing in core businesses for growth,
reducing costs, unlocking asset values and

restructuring erperforming oper-
ations,” he said, ‘e |
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Tongaat overcomes setbacks

== : R115 million. The joint keting, li @
DEREK TOM . ] marketing, licens-
.“ EREK TOMMEY Net interest paid dropped ing and technology agreement
A sharp reduction in interest  from R389 million a year ago with US food producer, CPC
and.tax payments helped Ton- to R22,9 million, thanks to bet- Tnternational, by Tongaat Con-
gaat-Hulett offset a serious ter cagh_generation and lower —sumer Foods will result in'a

Toss +of income from its rates(2>) St O sharper focus on branded
P

dronght-hit sugar crop and re- Tax payments Were lower, foods.
rt an 8,2 percent rise in at- partly because of the 102 per-  CPC International hag.an

iributable earnings in the six  ecent cut in pre-tax profit, and option to acquire 50 percent of

m%ths to September. . ~ fartly llyiacause of ag;‘icult;ul;al Tongaat Consumer Foods, 5.
arnings rose from 874c1o ax allowances for ihe . s
04,60 and the interim dividend  R100 milion Feg 2y rrign. i S‘}c‘i‘nfgfggscggﬁ?}gtwd;
Los-been raised from 23¢ o Hol scheme oo of R212 million fxl-)teh
OB The buildifig materials divi- : for =140
year, net borrowings, amount-

, Chairman Chris Saunders gion (Corobrik) and the alu- 3 o
and MD Cedric Savage say minjtm divisions (Huleits Alu- lcﬁgstgpm?ﬂlslﬁguﬁ ?}% eﬁg
sugar production is likely to be minium) contimed to feel the  R190 million by next M. h.p

only:half that of & normal year,  effects of the recession. .
Tiirnover rose 1,4 percent to But the textiles division (for- Provided trading activities

[4
.

R1,97 billion, reflecting difficut  merly Whiteheads) and the 8re not affected by unrest
congitions, Operating profit , starch and glucose divisions ahead of the election, attribut-
dropped 18,7 percentito ' performed well. . ;- LR able earnings should improve.

o . [ d
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Encouraging trends

There are no surprises in the interim results.
After two years of drought on the Natal
coast, only recently broken, much reduced
production from the mainstay sugar division
was to be expected. But the accounts show a
few encouraging trends{@ ar

Even the marginal gairof 1,4%"in turn-
over is significant against the 2,4% decline in
financial 1993. More important is the 41%
reduction, to R23m, in the interest bill, re-
flecting the four-pronged management strat-
egy introduced more than two years ago to
reduce costs, reinvest in core activities, un-
lock asset values and restructure under-per-
forming and nonstrategic operations,

It shows better usage of Tongaat-Hulett’s
considerable cash generating ability, which
MD Cedric Savage says is a tribute to man-
agement. “Concentration on cash generation
has helped reduce loans to R491m (1992:
R551m), which we expect to reduce further
to about R120m by year-end.”

110 » FINANCIAL MAIL « NOVEMBER » 26 « 1963
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Planned investments "and considerable
spare capacity in some divisions also point to
improved results. Perhaps the greatest po-
tential for growth and increased profits is in
the sugar and building materials divisions.

Rainfall above the long-term median in
September and October and good rains this
month are too late to help the present sugar
crop and results for the second half. Sugar

‘production is expected to be roughly 50% of

the 900 000 t of a normal season.

-If summer rain continues, though, the next
crop should roughly double. Unlike competi-
tor Smith Sugar, based largely on the Natal
south coast, Savage says there has been little
drought damage to canefields on the north
coast. Little replanting will be required,

Corobrik has spare capacity of about 50%
and, while there are still no signs of an
upturn in demand, Savage says the consider-
able money set aside for housing must be
released sooner or later. But Corobrik is not
just waiting for the upturn. Effort has been
directed towards exports, particularly to the
Far East. It recently negotiated a R16m
order for red face-bricks to Singapore, a
market traditionally supplied by Australia.

Savage says it gives him great pleasure to
see Corobrik internationally competitive,
especially since it costs as much to transport
bricks to the Bast as to make them.

Savage estimates that, at present prices
and costs, usage of existing spare capacity
within group companies could add abont
R120m to operating profif R 's

The aluminium division, fiow exporting
about 25 000 t, around 30% of its volumes,
could be boosted if a preliminary report
tabled at the Tongaat-Hulett's last board
meeting to build 2 R1,4bn aluminium rolling
mill at Maritzburg s passed.

Full-year results will be dampened by re-
duced sugar production, though Savage
thinks it’s possible to improve on the first-
half 8% growth in EPS. Financial 1995 could
be the year of strong growth.

But that is not yet reflected in the R24,50
share price, which, despite holding up
through a difficult trading period, is still at
roughly the same level and ratings as when
the FM reviewed the annual report. What's
needed is a set of results that clearly shows
the benefits of management’s actions in the
past few years,

Meanwhile, investors prepared to take the
risks associated with the weather and the
influence political development could have
on housing-aad gross domestic fixed invest-
ment could already find value in the share,

Shaun Harris
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SA’s major sugar producer C G Smith Su-
gar, whose earnings to end-September re-
flected the effect of the drought, had made
no forecast for the coming year, chairman
Glyn Taylor said in his annual review.

He said a forecast was difficult in the
aftermath of the drought.

If the Natal cane belt had a normal
summer, with average rainfall, there

- would be a recovery.

However, a significant area required re-
planting to cane and it would take some
time to return to normal production levels.

The group would update shareholders on
its progress at the January AGM.

In the year ending September, attribut-
able income dropped 43% to R50m on a 3%
rise in turnover to R1,2bn,

Taylor said the decline was largely due
to a major crop failure as a result of the
drought, with a significant drop in sugar
output. L

The South Coast was worst affected and
the paucity of cane supplies caused the
Tllovo mill to remain closed and Umzim-
kulu to operate for only eight weeks,

”»

The cane ¢rop dropped and heavy finan-

clal losses had been sustained in the cane-
-1’ losses ¢ Deen d )

C G Smith Sugar hitby
effect of Natal drought

° MARCIA KLEIN

growing operation, he said.

Commenting on the GATT agreement,
he satd the EC, US and SA were all protect-
ed in some way. suagar

Should a trade be reached on agri-
cultural products, protective tariffs would
have to be reduced over time. :

This would put pressure on domestic
sugar prices, and cause the industry to

. reduce its cost of production.

Ultimately, the application of these
principles in global terms should result in
an increase in the world price of sugar,
which would benefit the SA industry, a
significant exporter, Taylor said.

In the SA sugar industry, the partnership
of millers and growers was involved in
discussions with several aims including
eliminating cane quotas and allowing de-
livery to any mill,

He said the industry needed to improve
its competitive edge and develop incen-
tives to operate within the partnership that
will encourage a lower cost of production
for SA sugar.
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CG Smith pays stiff

B BY STEPHEN CRANSTON

The damage caused by the
drought to the sugar industry
is graphically illusirated in the
CG Smith Sugar annual report
for the year to September.

“ Sugar output fell from
731 000 tons in the 1992/3 sea-
son to 480000 tons this sea-
son.

The Ilovo mill was closed
and Umzimkulu operated for
only eight weeks, The com-
pany's own cane crop fell from
743 000-tons to 481 000 tong. At
Sezela the crop fell to 26 per-
cent of its potential.

In the circumsianges Smith
did well to report profits as
high as R50 million — repre-
senting a 43 pereent slide from
1992, .

Per capita: consumption in
SA continued to fall and sales

e 7 TS At a R

China 4
Ukraine |
Guatemala
Mauritius [fE

South Africa [ Drought affected

0 1 2

to manufacturers of soft drinks
and confectionery fell below
figures, for the previous sea-
son(B) Sh

THE sugar prlee rallied to
$286 a ton, but SA producers

3 4 5 6 ?
million tons

were unable to expert because
of the drought and because
contractual obligations to
Japan, Korea and Israel had to
be met by a substitution of for-

eign sugars.
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price of drought

jiphla

Smithchem broke even. In
order to produce enough fur-
fural and furfuryl aleohol to
meet commitments, cane was
diverted to the Sezela niill.

The Merebank plant in-
creased its contribution, with
high production volumes of su-
perior quality alcohol, and
sales of lactulose rising.

The warehousing operations
had a particularly good year.
The milling season was one of
the shortest on record and
domestic market sugars were
stored for a much longer
period than usual.

CG Smith Sugar at a price of
385¢ sits on & P/E of 12,1 and
has a dividend yield of 3,6 per-
cent.

With the prospect of a betier
season in the 1994/5 season,
there is some recovery poten-
tial in the share.
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Tongaat Hulett has muh_oemn.m_hw

substantial rerating since O&?m_ﬁ. ;

ber, with the share price more

than doubling from R20 toR45. .

Until recently, it was consid-},,
ered & rather siaid, undynamic,
- group, dominated by Natal's old--

boy network. U T

But the current MD Cedric
Savage has undertpken substan-
tial restructuring-and the group
has gained new respect.

The effects of the restructur-
ing already came through in the
year to March, with earnings per
share up 16,1 percent to 213,8c.

The dividend was up 13,7 per-
eent to 83c.

Sales increased by just 2,7
percent to R3,98 billion and
operating profit was down slight-
ly from R270 millien to
R266,3 million.

The main contributor to better
profits was the sharp fall in fi-
nance charges from R77,4 mil-
lion to R55,1 million.
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Apart from the benefits of
lower interest rates, Tongaat
was bolstered by a R107,9 mil-
lion net reduction in borrowings
resulting from strong operation-
al cash flows, the purchase by
US-based multinational CPC of
50 percent of the consumer foods
operation, and the sale of Prilla
Mills and the group's pouliry op-
eration.

A4 \& 19
31" " Savage says ‘there' wad a
7+'strategies to improve competi-

.am

SZains new respect

.marked improvement in operat- | — though unfortunately the

ing income in the second half as

tiveness were implemented.

to cost cutting but also included
capital expenditure to mprove
the group’s competitive edge'of
R180 millioft, which iricluded the

. Heatonville sugar- irrigation
=:project, the expansion of the
- - African Products Bellville starch

mill and the instailation of the
Hulett Aluminium lacquer line.

Two major expansion projects
are being investigated — the ex-
pansion of the starch and glu-
cose facilities and the aluminium
hot rolling mill expansion —
which would cost as much as
R1,6 billion.

Savage says that the expected
post-election emphasis on infras-
tructural development will
directly benefit the brickmaking
and sluminium divisions.

The joint venture with CPC In-
ternational gives access to glob-

CeqT

§ .
This sirategy was not confined .3 | The suger division is recover-

. al technology for food processing
i rights to the top CPC brands in
this country are already owned
by Robertsons, part'of the HLH

. group.

% ing from the previous two years

# = of drought and the deregulation

of the industry will benefit the

company.

. Tongrat’s balance sheet is in
very good shape.

It has cash resources of

R321 million and net gearing of
just 1,1 percent.

It also has considerable spare
capacity in most of its divisions,
so it can cope with increased de-
mand from the economy without
major capital expenditure.

Tongaat has quite a demand-
ing rating of 21, ahead of most
food shares except for blue chips
such as Premier Group and
Tiger Oats, but its dominance of
the brick and aluminium mar-
kets give it greater growth po-
tential over the next few years
than other food shares.
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THE drought-hit 1993/4 season
had been one of the most disas-
trous on record for the sugar
industry, the SA Cane Growers
Association said in its annual re-
port.

“'The association also warned that
the industry could be in for another
drought-hit season.

“Following on the disastrous con-
séquences of the 1992/3 drought,
many growers find themselves in a
precarious financial position,” it
said,

' Although drought-relief measures
had helped out “qualifying growers”,
thany growers could either not ab-
sorb more debt or did not meet the
Land Bank's lending criteria.

““While initial early rains appeared
favourable, the prospect of a further
drought-affected season is very real
and a cause for great concern,” the
association said.

:Earlier this year the SA Sugar As-

drought

: Y el
sociation (Sasa) estimated that two

seasons of drought had cost the in-
dustry about R1,5bn in lost produc-

tion, iug&%::;? R600m in forex
earnings) M@l(
The reportadded that the'continu-

ation of the drought had had an even
greater impact on the industry than
the previous season.

Lecal market production fell to
1,17-million tons in the 1993/94 year,
against 1,39-million tons in 1992/93,
and 1,38-million tons in 1991/92.
While tonnage for exports steod at

g e

Sugar growers may face

913 123 tons in 1991/92, the figure had
been cut to 123 173 tons last year. In
1993/94 there was no production

available for exports. The industry
instead had to import 115 000 tons.

The cost of substituting sugar to
meet export commitments also hit
industry finances.

The production problems have
caused sugar prices torise sharply in
the last six months.

The Cane Growers Association
was confident that the industry’s
newly deregulated environment
would “better serve the interests of
growers in the long term”.

Executive director Jack Wixley
said recently that over the next four
years many of Sasa’s services would
be deregulated so that they could be
run by individual sugar mills.

Sasa, which was the industry’s cen-
tral organisation, would switch to a
“yger pays basis” instead of provid-
ing services funded by a central levy,
Wixley said.
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Drought trims sugat, exports

Durban — Prolonged drought
has undermined South Afriea’s
chances of establishing new
sugar export markets as apart-
heid and sanctions were
scrapped, the SA Sugar Associa-
tion said.

Drought had caused erop fail-
ures in the 1992/1993 and
1003/1994 seasons, it said, ad-
ding: “Unfortunately the forth-
coming season will also not pro-
duce sufficlent export availabili-
ty to establish new markets.”

Current estimates for
1994/1995 season which ends
next March indicated a ecrop of
1,69 million tons, up 45 percent
on the past year and compared

to & “normal” crop in years pre-
ceding the drought of 2,1 miilion
tons.

South Africa, normally an ex-
porter of high quality raw and
vefined sugar, exported no sugar
during the 1993/1394 season and
had to import around 115 000
tons of sugar .

Local sales in the past year
totalled 1,35 million tons.

Prior to the latest drought, the
Far East — and especially
Japan and Taiwan — was a
major export market, industry
sources say. The association
usually does not disclose export
details.

The association said relation-

ships \(@th possible new clients,
which it did not identify, were
being maintained and would be
strengthened in the coming sea-
son. (= § ol

Pro % from 1993/4 sugar

sales at R2,3 billion were virtual- |

ly unchanged from the previous
season and the sugar industry
had to again postpone loan re-
payments, it said.

South African cane production
at 11,25 million tons was 13 per-
cent below that of the 1992/1993
season and less than 60 péreent
of 2 normal seasolL. -

Local sugar sales slipped 1,4
percent as a result of the slow
economy- — Reuter.

—
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13% earnings rise

M BY CHARLOTTE MATHEWS

CG Smith returned a 12,6 per-
cent rise in attributable earn-
Ings in the year to September
to R489,3 millicn, against the
previous year,

The results are satisfactory
in view of major restructuring
undertaken to respond to
changes in almost all markets,
including both deregulation
and the need to become global-
ly competitive, chairman Derek
Cooper said yesterday.

Turnover grew 9,1 percent

. to R20,9 billion. Funding costs

halved to R60,2 million, reflect-
ing better cash management
and gearing, now down to 9

.percent, but the tax rate rose

on higher STC and the transi-
tional levy. -

An extraordinary item of
R134,8 (R51,6) million was in-
curred, mainly on the R1i1,1
million cost of discontinued op-
erations. @ ‘

On a slightly higher~humber
of shares in issue, earnings a
share lifted nearly 12¢ to 108¢.
A dividend of 36,8¢ (32,7c) has
been-declared. o

CG Smith Foods, which
holds controlling interests in
Tiger Oats, Illovo and ICS
Holdirigs and the whole of US-
based :Monitor Sugar Com-
pany, is.81 pereent-dield by CG
Smith. = . ",

2CG Smith Foods improved

 aftributable earnings by 7.1

. pereent 6 R319,1-million in the

year to September, against the
previous year, on a 10,4 per-
cent increase in turnover {o
R15,3 billion.

The group benefited from
strong cash flow from opera-
tions, which helped reduce
debt. Funding costs dropped to
Rb7 million from R94,4 million.

, However, theé tax rate was
higher-and the share from as-
sociates was lower beeause
Seg Harvest's figures have

bee‘n‘jg:bln_st)]idaa,te;q1 si;;gg ‘April |

19937 "5,
CG Smith' Foods, made earn- '
ings off 3??,13 (305,5¢) angd is

[

CG SMITH SHARE PRICE
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paying & dividend of 106¢
{(99¢).

Cooper said more profits
had been made in the second
half, partly because a better
sugar crop had enabled Blovo
to report higher earnings for
the full year (78 percent drop
in the first six months).

Another reason was that vol-
umes, after a long period of no
real growth, had started to
pick up at the tail-end of the
financial year, .

Traditionally, spending on
nen-durable consumer goods
lagged the rest of the economy,
CG Smith.Foods chairman
Robbie Williams said. P

On rumours the groiipsmight
consider unbundling its.inter-
ests, Cooper said.there. were
no plans.tedoso, - ;

“We are delighted that peo-

‘ple-want to buy ihe underlying

subsidiaries since it endorses
our view that we hold good
quality companies. :
“If thare were an endemic
large and growing discount be-
tween CG Smith and its vari-
ous companies, we would be
concerned, but at present it is
onapar.”,. - : '
v+ .CG Smith- shares eased 50¢
to R18,25 yesterday, while CG
Smith Foods was unchanged at
R52. This puts CG Smith on a

P/E of 17, on latest figures, un-

dervalned against 21.for the
food sector and 20 for the
packaging sector.
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Sugar interests the fly in

CG Smith’s p rofit l(:)g{?[ic:’melﬂ:

B BY STEPHEN CRANSTON

CG Smith, reporting for the
first time since its unbundling
from Barlows a few months
ago, saw satisfactory eontribu-
tions from all subsidiaries ex-
cept CG Smith Sugar.

Smith Sugar's earnings fell
78 percent as a.result of the
drought, which limited CG
Smith's earnings growth to just
8IX percent at 48,7¢ a share,

The dividend has been

centage

raised by the same
t0 12,4¢. ﬁ
Chaijr erek Cooper

says there was no volume
growth in any of the group’s
operating markets, which are
food, pharmaceuticals, packag-
ing and textiles,

But he is confident CG-Smith
will enhance shareholder
growth in the longer term.

Most recently, it sent Nick
Dennis from ICS to Tiger Oats
as MD to trim its costs, it
merged Smith Sugar's three
divisions into one operation,
which will soon unveil its new
identity as Dlove Sugar, and

restructyring continued at Ro-
matex. éé&u%ﬁtf’
Group turnover incregsed by

:siX percént to R10,17 billion,

but operating profit was up
just thrée percent to

R750,7 million, reflecting the_

e

collapse by sugar and a gen-
eral tightening of margins in
other operations,

But the interest bill fell from
R68,5 million to R30,1 million
beeause of lower interest rates
and lower average borrowings.

Nampak was the largest
contributor to attributable
earnings, with 47 percent, or
R108,4 miliion,

Volumes fell by two percent,
but an emphasis on improved
efficiency and cost control and
lower finance costs enabled
earnings to increase by 15 per-
cent.

There were substantial turn-
arounds at the glass and cor-
rugated eardboard divisions,

[ i L

CG Smith#oods, the holding
company for Tiger Oats, ICS
and CG Smith Sugar, reported
& six percent decline in earn-
ings to 142,8¢ a share, but has
maintained the interim divi-
dend at 36c.

Tiger Oats lifted earnings by
12 percent, despite losses from
baking, maize milling and
poultry, thanks to improve-
ments by pasta, oats, wholesal-
ing, confectionery, eggs and
edible oils,

Adeock Ingram and Logos
maintained their good growth
performance and reaped the
benefiis of cost eontainment.

ICS reported a six pereent
Increase in earnings, despite
reduced profits from meat and
continued losses at the trou-
bled Clayville dairy.

Its poultry interesis re-
turned to profitability after the
merger with OTK's interests to
form Earlybird Farm.

There was a strong recovery
in Romatex's earnings. The
bulk liquid storage division
handled increased. volumes
and the profitability of both the
fabrics and carpet ‘operations
inereased, 1 .

Gains were made by éxtrud-
ed fabrics, Filtaflo and foam,
but these were -offset by diffi-
cult eonditions in the automo-
tive and non-woven sectors.
atet e L 1 TR
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i7" Tongaat-Hulett Group
©° i yesterday reported a
+ v -risedof -16;1% -in’ earn-

o

AT

; mgs ber Share for: the
yeariénded March&;
L e to 21&3 e 184,10)* .
1 ’fGroup WD Cadric:Savage
% said during thesecond
T half of the year all di-
¢ L yisions :mprovedl\’hem '
K perfcrmances despite
: theidrought and diffi-
cult(x rading condi-
’ tlo ns.,
Tu'r‘ndver rose by 2,7% to
+ B3 98Pn, (R3, 87bn),
o .wpxlé operating profit
1.5 fo¥.the year remained
f-?;r}rel‘atwely static at
,,gj';" R266 3m (R270 0m),
‘Ew,.agamst a-reduction of
-18/7%:. at the interim
: stag“ Net ‘findneing
4t gosts reduced .to
. R55‘ m (R'77 4m),. re-
eht sult; g in a 9,6% in-
¢rease in proﬁt before
_faxation to R211,1m
- (R;ls."sm) Profit after
e ‘ 3 hereased. by.,;15 8%
Hj i;o;f.R 59m (R137,3m).. ¢
£ A;yet“meductmn iri bor-
B Towings of R107,9m re-
i %g}téd fromy; strong
it 0D ationdl” cash
“ flows, the purchase by
s CPCL "International of
92" 0% of the consumer

‘-

4.4
B food' operatiolis, the
s sA1EDf Prllla Mllls and
the.group’s poultry op-
. ératibns.
gﬁ'1‘ota1»'net borrowings
S dropped ‘to R25,3m.
Bf Gearing 1mproved
from16 4% to 1;1%
r\THe interim dividend
. and the proposed final
N d1v1dend rose 13,7¢c to
w83 per share (73c)
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f Tongaat-Hulett's divisions expe
féﬁgeg a sigrﬁficantly better second half to

enable the Natal-based group to report a

e

16,1% rise in earnings to 213.8¢ é’gﬁl&la o

in the year to end-March
Sh?l‘life lélmup, Iiwith interests in sugar, df??ed:-’
aluminium, building materials a; bex
tiles, lifted turnov:rdonly Zg?&tﬁpeﬁaﬁng
R3,47hn, and dropp
frr%rfr;t margjnally to R266,3m (R270m).
P MD Cedric davage sgld opirtaht;ni%tg;
i 18,7% down a -
tm st whlcl;;v as?mwn ;n improvement in

i N vement in
?}?e sst:gnn\d'f half due to strategies mplfi—
mented to improve the group's cpr_np:ns
tiveness. Restructuring of the divisions,

"which was largely completed last year‘,
i1To Page 2

F
-resulted in lower operating costs,
“*"Thé small decline in operating profit
was ofiset by lower net financing costs,
_which’ enabled the group to lift pre-tax
profit nearly 10% to Rei1,1m (R192,6m).
" “This Was ‘achieved through a R107,9m
‘reduction in net borrowings on the back of
the generation of operational cash flow,
proceeds arising from CPC International’s
acquisition of half of the consumer foods
‘operations for R92m, and from the disposai
of Prilla Mills and the poultry operations.
The reduction in borrowings — with gear-
ing now at only 1,1% (6,4%) — would allow
the group to take advantage of “ems=rging
Opportunitiqs”;
=+ Attributable earnings before abpg
items rose 16,1% to R160m from Rls{g::l.
But taking into aceount tax rate adjust-
ments in the previous year, the earnings of
R160m compare with R178,7m previously.
It declared'a final dividend of 58¢ 2
"share, which shareholders can take in cash
or scrip, The full year dividend was 13,7%
higher at 83c (73c) a share,
" Savage said the results reflected an im-
provement in the performance of al) of the
group’s divisions in the second half.
- Tongaat-Hulett continued to focus on re-
ducing costs, and to invest in core activi-

Jongaat-Hulett Sy F1Sig,

rom Page 1

ties. During the year, capex of about
R180m was spent, largely on its Heaton-
ville sugar irrigation project, the expan-
sion of the Bellville starch and glucose
mill, and the instalation of the Hulett Alu-
minium lacquer line,

It was currently looking at investing in
additional starch and glucose facilities and
had approved R10m to investigate a pro-
posed aluminivm hot rolling expansion —
the total cost for this project is estimated
at R1,6bn.

Savage said that through the three years
of recession, management had focused on
rationalisation. But now the focus was on
growth, and higher liquidity placed it well
to look at investment opporiunities, The
portfolio was being reviewed, and a man-
agement team was “scamning local and
foreign markets for new investments”,

In the coming year, the brickmaking and
aluminium divisions would benefit from an
emphasis on infrastructural development.
The joint venture with CPp International
would give the group access to global tech-
nology in food processing, In addition, the
Sugar division was recovering from two
years of drought,

The new financial year had started off
well, and the group was budgeting for in-
creased earnings,

e
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STEEL and sugar group Tongaat-Huleit,
boosted by its recent restructuring, report-
ed a 43% rise in attributable earnings to
R101,1m for the six months to September.
Earnings a share rose 41% to 111,3¢ and
a dividend of 30c (20,8c) was declared.
MD Cedric Savage said the group was

lik'é}ir to cogtigt_@ngjm strocgly in

thé 'second half. slg N
‘Turnover increased 18%?0 R2,3 bl@@

spite'trading disruptions in April and May.

Tmproved margins as a result of cost cut-
ting at its operations saw operating profi
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surge 50% to R172,7m (R115m .
Interest charges fell to R17,9m (R22,9m)
aftér a strong cash flow and substantially
reduced borrowings. This left pre-tax pro-
fit 68% higher at R154,8m. Net borrowings
fell: 42% to R2854m and Savage said the
group expected to have no borrowings by
year-end. The tax bill surged 134% to
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of R18,7m arising from tax credits, but that
was offset by abnormal payments related
to the transition levy and a R13m provision
for retirement medical benefits.

The dividend would be awarded ‘as a
capitalisation issue but shareholders could

R50,6m as certain tax: allowances/in:its?. Jelect to receive it in cash. .

i ™ i

farming ;opérations 7no'slonger - ‘dpplied.
Aftér-tax profit rose 48% to R104,2m.
The group declared an abnormal income

o

< All divisions showed an improved per-

‘formance. The biggest contributor/to profit

4

- —r

Tongaat L—@"DO*I

was the sugar divisten, which showed “sat-
isfactory” growth In earnings, alﬂloughﬁ&e
drought was still affecting is perform-
ance. The division reported a net operating
profit after tax of R46,7m (R29,5m). Ton-
nagerose 38% to 458 000 tots and the group
had benefited from “good” export prices
The Heatonville irrigatiun scheme:

The building materials divisich exper-
ienced stronger demand off a low basel::l:i
net operating profit rose to R8m (R1,9m).
Capacity levels had reached about 80%.

Net operating profit from the consumer
foods division rose to R8.9m (R7,9m) after

-
LE1 L E—

‘it refocused its operations on retajl, cater- ..
* Ing and exports. A number of new pll-odlfz{s :
would be launched next year through the .
venture with CPC International. :
w The st,;arch and glucose division showed +-
steady” growth and earnings from bota ...
Ell:d als:l:‘:gntum ﬁinfhte:om:j divisions dou- -1
which was opened this month wEug have {i ‘ Son-in Mareh on & praone 2
y nal decision in Mare v
a beneficial effect on earnings, 1,6bn expanston of rol!gd';:nro‘tilugt? ﬁ;ﬂ e
city In the aluminium division, .
“The group had coramitted R286m to cap- r.
ital expenditure to reinforce the compet- -
tlveness of its core businesses and Savage «+

expected earnings to contf
the second halflga mﬁ“&%ﬂn "
=E T  ~
"

-
ot
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Drought costs sugar industry R1,5bn

TWO seasons of drought had cost the sugar
industry,rabout R15bn in lost production,
jncludirig R600in in forex earnings, the SA
Sugar Association (Sasa) said on Friday.

The industry forecast for the 1993/94
sugar crop was 1,2-million tons — more
than a million less, thay that produced in
the 1991/92 seasﬁ?ﬂ DU

The crop would be the smallesf since the
industry expanded into the Natal Midlands
and the eastern Transvaal in the mid-
1960s. Production would just about cover
domesti¢ ¢onsumption, Sasa said.

In its latest information bulletin, Sasa
said the first hint of drought had come in

[ MICK COLLINS |

Deceiber 1921 when only 63mm of rain
had been reported. The trend h? bee
reversed only last September.k>

The bulletin said it was difficult to pr
dict how the 1894/95 erop would fare dur-
ing the vital growing months of April and
May. The season ends in March 1995.

“The rain received in Natal/KwaZulu so
far has laid a good foundation for the new
season and has brought much-needed relief
to drought-affected growers and millers,”
Sasa said. Still of concern, thou%h. was the
eastern Transvaal region.|3 11{q4o
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Sugar profit shown

o

in-spi yught
1n-spite of %%g%ﬂ

V\.{Eekend Argus Corresponden

;-JOHANNESBURG. - The damage cansed by, the
drolight to the sugar industry is graphieally ilius-
trated'in the CG Smith Sngar annual I?port for the

year to September. APLy /S/ 1/9¢

;Sugar output féll from 731 000 tons in the 1992/3

season to 480 000 tons this season.

sThe Illovo mill was closed and Umzimkulu oper-

ated for only eight weeks. The company’s cane
crop fell from 743 000 tons to 481 000 tons, At Se-
zéla the erop fell to 26 percent of its potential.

:In the circomstances, CG Smith did well to re-
port profits as high as R50million, representing a
43 percent slide from 1992,

{Per capita consumption in South Africa contin-
ued- to fall and sales to manufacturers of soft
drinks and conféctionery fell helow figures for the.

Pprevious season,

'The sugar price rallied to 286 a ton, but SA pro-
ducers were unable to export because of the
dronght and contractual obligations to Japan, Ko-
rea and Israel had to be mef by a substitution of
foreign sugars. ‘ ‘

*Smithchem broke even. In order to produce
enoiigh furfural and furfuryl aleohol to meet com-
mitments, cane was diverted to the Sezela mill
and water, transported.

- The Merebank plant increased its contribution,

- with high production volumes of superior quality

aleohol, and sales of lactulose rising.

»A ten percent import tariff-on hydrogen perox-

ide was introduced early in 1993, which has stabi-

lised prices received by Alliance Peroxide, a joint
venture with AECI, » ‘ '

- The warehousing operations had a particularly
good year. The milling season was one of the shor-
test 'on record and domestic market sugars were

stored for a much longer period than usual,




From BEATRIX PAYNE

JOHANNESBURG.
Steel and sugar group
Tongaat-Hulett reaped
the benefits of its recent
restructuring to report a
43% rise in attributable
earnings to R101,Im for
the six months to end
September, MD Cedric
Savage said yesterday.

Earnings a share rose
41% to 111,3¢ and a dividend of 30c
(20,8¢c) a share was declared.

He said the group was “delighted”
with the results and it was likely to
continue to perform strongly to the
year-end.

Turnover increased by 18% to
R2,33bn despite trading disruptions
during April and May. Improved
margins as a result of cost cutting at
its operations saw operating profit
surge by 50% to R172,7m (R115m).

Interest charges fell to R17,9m
(R22,91m) after a strong cash flow and
- substantially reduced borrowings.

This left pre-tax profit 68% higher at
* R154,8m.

Net borrowings for the period fell

42% to R285,4m and Savage said the ’

group expected to be unborrowed by
the end of the financial year.

The tax bill surged 134% to R50,6m
as certain tax allowances in its farm-
ing operations no longer applied.
After-tax profit rose 48% to R104,2m.

The group declared an abnormal
income of R18,7m arising from tax
credits, but that was offset by abnor-
mal payments related to the transi-
tion levy and a R13m provision for
post retirement medical benefits.

The dividend would be awarded as
a capitalisation issue but sharehold-
ers could elect to receive it in cash.

All divisions showed an improved
performance for the half-year.

The biggest contributor to profits
was the sugar division, which showed
“gatisfactory” growth in earnings, al-
though the drought was still affecting
its performance. “It has done well to
come through two and a half years of
the worst drought in history and still

remain profitable,” Savage said.

Earnings®,
at Tongaat
surge shead

The division reported a net Operat-
ing profit after tax of R46,7m
(R29,5m). Tonnage -over the period
rose 38% to 458000 tonnes and the
group had benefited from “good” ex-
port prices. BRI !

The Heatonville irrigation scheme
which was opened this month would

have a beneficial effect on earnings '

in the future. i

The building materials division
experienced stronger demand off a
low base and net’ operating profit
rose to R8m (R1,9m). Capacity levels
had reached about 80%, he said.

Net operating profit from the con-
- sumer foods division rose to R8,9m
(R7,3m) after it refocused its oper-
ations on retail, catering and ex-
ports. The cost of the rationalisation
had affected profits, but Savage said
these were set o increase on the

back of the expected rise in consum-

er spending on food, .
New products _ -

A number of new branded pro-
ducts wouild be launched next year
through the joint
International.

The starch and glucose division

showed “steady” growth and earn-

ings from both the aluminium and

textiles divisions doubled. ':

Savage said the board would make
a final decision in March on a pro-
posed R1,6bn expansion of roliled
products capacity in the aluminium
division. . e

He said the group had committed

. m jp capital expenditure to re-
; - Ji286m fo 1 expe ¢ to re-

venture with CPC

the competitiveness of ‘its .

eore businesses.

!
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SUGAR to aluminium pro-

“would dividé sorme of its Su-
gar cane areas into farms
for black growers as part of
its  black economic

- theweekend~ .-
Speakmg at the Natal
companys annual general
méeting, "Saunders said "
. first-quarter ;operating,re:..
_sults reflected a “satlsfac-
"tory” ‘iriproverient "ovér’
Jast: year,. .while the redue-
tion in,the tax rate would
further, benefit. the Amic-
owned group
" Thé recent rains hid pro-
vided some relief to.the su--

ditions which had préevailed -

bewallevnated
spring rains. @

MD' CedricSavage 5aid -
Tongaat-Hulett’s total in-+

_ducer, »Tongaat—Hulett,

empowerment drive,-chair- -
_-rnan Chris, Saunders smdr at: 7., “More than R106m of this

. gar.crop, although dry con-

| . ‘JOHN pLuoLy |

vestments would be more
than R250m this finaneial
- year, mainly in the sugar,
textiles, starch and glucose
*and-alummmm divisions.

- amount has been commit-
tedf-"fo the starch and glu-
cos  division ‘to reinforce
“our cost leadershlp posmon
. and:lo enisure that capacity
stays ahead of demand ?
Savage said.
» A decision would be tak-
. enin November on whether
to proceed with the pro-
posed “Ridbn aluminium
'+ rolled” products expansmn
+ project, Savage said.’
This comes after: ani an-
nouncement that the:i US

for'three yedrs would only?t-Trade “and Development
good sAgency will assist the

ey group with a R2,3m grant
~ to fund the feasibility study
= for the aluminium pro;ect

Yz
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M BY STEPHEN CRANSTON
| Disifipointing financil results ..
. and poor returns from: certain
| investments; plus:thie. forth-
coming deregulation of the
sugar indusiry, have foreed CG
. Smith Sugar g restrueture its
business,. - A
Smith ‘Sugar's. track: record
, over the:last seven years has
" been dismal. Attributable earn-
ings have'increased at an an
nual compound rate;of just
L four percent since 1987. .
Last year was particularly
poor, with earnings per share
_down 43 pereent 10 81,7¢, th
return on -shareholders’ equity

" down from 23,5 percent to 11,6
percent and the return’on total
assets down from 12,8 to 8 per-
cent;’ 7%

The current divisional struc-
ture, is replaced by 2 single
cotipany ‘structure. The sepa-
rate;chemical division and the
warehousing and disiribution

division fall awa;
L ) Sugaf
Amalgamated .

R U
- Sottie-of the existing-busi-
ness_units are amalgamated
and:the-head office -service
-furigtions are to be amalgamat-
ed and downsized: -
" All production units; wheth-
{. er'for sugar, syrup or;aleohol,
| report to production director
Bernard Ravno,” until riow di-
[+ rector of the sugar divigion.
Marketing and commercial
‘warehousing fall under mar- -
Keting director Glen Chiristie.
. MD Don MacLeod says’
{hirbugh' these changes Smith
Sugar aims to focus on its core
busiriess, to be the Jowest-cost
 producer, to, produce, quality
"products-and meet LSustomer -
" ‘neéds withhigh seFvice levels.
" Atjumber-of employees have

beeir made redundant.
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Natal-based producer’s performance,
Directors * said { results - included. the
second half. of the 1993/1094 sugar season,
which was,“the second consecutive year of
devastating drought for the industry® '
The worst effects were felt-on the Natal
South Coast, where .CG Smith Sugar :has

major cane growing -interests, and.’ the.

manufacturing complef, = J>u-
Apart from Pongola, the

affected by the drought in areas supplying

the} rérhaining mills,- Overall production

dropped £0,476 350 tons compared with the

normal.lével of around 1-million, tons.

. Tiirigver .was 13%

- mote than two thirds to.R26.5m {R80,9m). .

Drought hits CG Smith Sugar

CG SMITH-Sugar’s. earnings plunged-78% ' o
to 5,4¢ (24;4¢),a share. ini the six months to " %
March as drought corifinued to affect the,

large Sezela sugar milling and . furfural - mates indicated a recovery in production
CLE" 'for, the-full season to about 742 000 tons.

rop was also."

rt % lower at R50L4m :
(R574,8m)f.and operating, profit dropped -

-

MARCIA KLEIN

|

‘Affer a reduction in net financing costs

* and lower taxation, taxed git was 76%
. down at R9,6m (R39,8my).
!, .. Attributable profit slid 78% to Ro,om

'(R38,5m), but the company declared a 36%
' lower interim dividend of 4,5¢ (7¢) a share.
. ..Directors said that the second half of the
. financial year would include the first half

“of .the' 1994/95 sugar season. Early esti-

1 «

' V./Better results were expected from the
', furfural operation and the alcohol piant at
. Merebank, where exports were good.

" Directors said earnings in the coming
six months would improve and estimated
that taxed profits would be over R40m for

iF:,-—g-—-""

the full year. In the 1993 financiai ear,
taxed profits were Rim.(p 1S 5_’(1:
= ) Al
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;OG Smith ‘Sugar will sus-
#tdin material financial
losses in the 1993/94
sagar season, says chair-
mian Glyn Taylor.
(At yesterday's annual
«general meeting he de-
“seribed the season as the
most t ever experi-
choed B SULAT
s Exeept for the Pongola
mill, which had a virtual-
ly normal season, and
Umfolozi, which was rela-
tively less drought-affect-
&4, the company achieved
only a 37 percent use of
gapaclty over its five re-
maining mills.

Total production was
;less than 48 percent of
' ihiat achieved in a normal

Sgason. .
‘woThe company's own
cane crop was only
38 percent of its poten-
tid]. At these low levels it
Was unable to recover its
Jixed costs.
"But Taylor said that
the outlook for next sea-
' sonwa,s more favourable.
On the assumption that
norma.] weather would
‘prevail, the estimate for

W

jorecasts losses
Steeur 20\ law

ihe 1994/95 season was
750 000 tons.

World sugar prices
would not drop signifi-
cantly below the present
$235 a ton, and prices
could even edge higher.

The chemical division,
though, was expected to
show sharp recovery and
could account for 30 per-
cent of taxed profits.

Warehousing and dis-
tribution, however, would
fall short of last year's
good performance.

Earnings would be
lower than last year's,
but the drop would be
limited and should be a
low point from which
good recovery ‘and
growth could be expect-
ed, he said.

Taylor also welcomed
the recent deregulafion
measures negotiated
within the sugar indus-
try. The abandonment of
“inflexible” regulatory
provisions “gives us the
opportunity of sharpen-
ing our competitive edge.

“We are looking a} op-
tione with a view to,rais-
ing throughput and-fill
the spare capacity at our
mills,” he said.

=




C @ SMITH %J‘}Rq
Soured by ro&‘ghi

Sl
Achivities: Sugar proQ. 8

Conirol: C G Smith (70%).

Choirman: G Tayior: MD: D' G Macleod.
Capital structures 157, 7m ords. Market cap-
italisation: R60O7m.

Share market: Price: 385c. Yislds: 3,6% on
dividend: 8.2% on sarnings; p:e ratio, 12, 1
cover, 2,3. 12-month high,‘4000; low, 270¢c.
Trading volume last quarter, 783 000 shares.
Year to Sep 30 9 92 ‘9
ST dabt (R .cmmnninieeeins
LT debt (Rm)

109,2 235,3 230,56
108,8 140,0 128,9
Debtiequity ratio ... 0,73 0568
Sharaholders’ interest ... 0,38 0,40
Int & leasing COVEr .ureenans 58 52 356
Raturn oh cap (%) e 10,7 6.8

Turnover (AM) s 891 1143 1176
Pre-int profit (Rm) .... 134,7 142,28 92,1
Pra-int margin {%) .. 136 1256 7.8
Earnings (&) oo 52,9 55,3 317
Dividands {(¢) 21 23 14
Tangible NAV {cl...cnanee 279 324 342

Whatever else one may think about Smith
Sugar now, there has to be admiration for
the timing of the Smith group’s decision to
reduce its holding in this subsidiary.

It is almost exactly two years since the
opening of Smith Food’s R245m rights offer,
whereby it effectively sold 30% of Smith

Conts C G Smith Sugar

400
380 -
360 ;
340 1
320
300
280 :

2T AM S JASONDJ
1993 1984

Source: I-NET
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Sugar to its own shareholders, enabling the
company to be listed on the JSE. Smith
Sugar was then a few weeks away from
completing its second most successful pro-
duction season (after the record 1988-1989
season) which would, in due course, enable it
to announce record 1992 earnings.

True, EPS in its first year as 2 listed
company fell about 5% short of the prospec-
tus forecast but, by shaving cover, it paid the
expected 23¢ dividend. The earnings short-
fall reflected the expected impact of the
intensifying drought, leading chairman Glyn
Taylor to comment in his 1992 review that a
decline in profit for 1993 could not be aveid-

ed.

Whether this adequately prepared share-
holders for what was to come is a moot point.
The effect of the drought on the 1592-93
sugar season turned out 10 be considerably
worse than expected and it’s predicted that
sugar output for the 1993-94 season (which
ends in March) will be down a further 34%
to 480 000 t, bringing the cumulative decline
since 1991-92 to 52%.

A problem for Smith Sugar is its Septem-
ber financial year-end — a hangover from
when the whole Smith group had to change
its year-cnd from March to September after
being taken over by Barlows and a rather
ironical situation in the light of the recent
Barlows’ unbundling which has once more
set Smith free. Because of this unsuitable
year-end, results of the sugar division com-
prise the second half of the production season
ending concurrently with Smith’s interim
results, plus an estimate of the first half’s
results of the season in progress at the finan-
cial year-end. This means forecasting the
results of that season as a whole.

The September 30 year-end is equally
inappropriate in terms of the balance sheet,
which is inflated by seasonal working capital
requirements. The 1993 asset total of
R1,347bn was inflated by R395m {or 29%)
through the inclusion of seasonal stock and
debtors and, by extension, there is a corre-
sponding deflation of ratios such as the gross
return on total assets when these are calcu-
lated on year-end balance sheet values,

Another negative effect of the mid-season
financial year-end which is particularly rele-
vant now is that poor results from any one
sugar season affect Smith Sugar for two
consecutive years. Even if the sugar industry
recovers strongly in its 1994-1995 season,
the group’s 1994 results will continue to be
inhibited by the poor outlook for the current
Seasor.

Over time, these fluctuations will tend to
even out. But in the short term it makes
Smith Sugar a difficult company to assess
and may partly account for the share’s poor
image. On a relative yield basis, Smith Sugar
is rated at a 20% discount to Crookes and an
even wider 25% discount to the more diversi-
fied Tongaat (both of which have March
year-ends).

Possibly of more immediate concern to
shareholders is that whereas Crookes and
Tongaat have scen at least some capital

@ suger

appreciation as heasured from their 1992
highs, the Smith Sugar share price of 385c is
26% below the 520c rights issu¢ take-up
price and compares with the best-ever 525¢
on the JSE. Clearly, Smith cannot be blamed
for the drought and its effects on Smith
Sugar. But, for the time being at least, it is
also clear who came out on top when the
group decided to lighten its holdings in the
sugar industry. Brian Thompson
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‘Govt deregulates su"’gca

DURBAN. — The government has ap-
proved deregulation measures which are
expected to bring about far-reaching
changes in the local sugar industry, South
African Sugar Association (Sasa) chair-
man Glyn Taylor said yesterday.

Speaking in his capacity as chairman of
CG Smith Sugar, Taylor told the company’s
AGM that the measures negotiated within
the industry had been approved by the
government.

Co

“The regulatory provisions that are due
to be removed have been inflexible and
disadvantageous to our company,” he said.

The deregulation measures are de-
signed to make the industry more competi-
tive and include the phasing out of quotas,
removal of land registration and expan-
siqg of new and small canegrowers, Taylor
said.

Assked when these would come into ef-
fect, Sasa executive director Michael

/
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Mathews said: e see some going into

effect from April I and some only in four
ye&s time.”
gar mills would also be allowed free

entry into the industry. Tariff protection
would continue while world markets were
distorted, industry officials said.

© SA could produce a sugar crop of up to
1,8m tonnes in the 1994/1995 season if good
rains continued to fall over the country’s
sugar-producing areas.
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| THE_Sugar industryhad
‘| launched "a R67m ‘eapital
market funding instrunlent

called the Sugar Stock jn a

-bid to provide cash to 43:500
;small-seale sugar farmers,
the Sugar Association said
yesterday. i J i;‘
‘The fund, created by The-
ta Securities, allowed in-
vestment in sugar stock'ito
be issued by the Sugar As-
sociation in two tranches,
The first tranche was for
R42m. Fedsure, 0ld Muty-
al, Metropolitan Life aryd
African Life provided®the
risk capital. s
" The proceeds of the stock
sfwould be -passed - t6 'the

| Financial Aid Fund (FAF), -

which would ‘provide ‘seed
-to small cane growers.

{.. Theta Securities MD

Leon Kirkinis said /SA%

small-scale growers — who.
normally farmed cn tribal
land — had no equity, mak-
ing it difficult to access tra
ditional forms of finance;
But their product formed
huge erop which was a sigs
nificant export earner, i

i

Kirkinis said fized rate:.

.erop depends on the dollar
-price of sugar, the rand-

variables like the weather,”
‘he saidfgt? Ll |

.Stock was six years, -
_..."“The interest paymepts '

A Shep ,
Tives |

| mMuNGo s0GGoTIiv ).

er to repay the loan de-
pends on his crop, and his

/dollar exchange rats, and

He said The fundig in-
strument “mirrored” the
cash flow patterns of sugar
production and the factors
which affected sugar pro-
duction, giving investors a
chance to invest in the risks
and rewards of the crop.

Kirkinis said the final
maturity for the sugar-

comprise fixed and vari--
able portions with the vari-
able component linked to
the value. of production.”
“In addition io a fixed'in-
terest element the Sugar
Stock includes a series of
warrants, called, Harvest
Warrants, entitling the
holder to variable rate in-
terest payments. The value
of these warrants will he
based on the proportional
ratio of industry produc-

1gans , were ,i;iapgrgmiate{'23S tion, the dollar.price of su-
‘becatide of the- risks at-igar, and the ‘rand;dollar
tached to farming sugar. * rand exchange rate” he

Rl

“The' ability of the farm-!: said.
'\Z'_?_‘l"a‘u’ “ T A T s
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Hunt Leuchars & Hep-
burn Group has cau-
tioned shareholders to
expect lower than pre-
dicted resulte for the six
months to September

1994.@ o

The company blames
the ongoing drought in
the Onderberg sugar

cane farming area.

Group chief executive
Neil Morris said in a

statement that cane crop -

estimates have again
been revised downwards

S I e I ST RN T VIR

H forecas
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because of the drought.
Both sugar cane mills at
Malelane and Komati
were operating below op-
thmum levels,

“This, coupled with the
finaneing charges of the
new Komati Mill, will sig-
nifieantly impaet on the
results of our sugar inter-
ests,” he said,

Results iror the Rain-
bow Chicken division
were affected by an ab-
normally high chicken
death rate since the Iat-
ter part of ihe last finan-

s ‘.
Wi o g, e
' ,i-.‘,.L,i AR
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A

cial year.
While the company
achieved an encouraging
turnaround in the last fi-
nancial year, production
losses this year would
have a negative impact
on earnings, Morris said,

The group's timber op-
erations were still affect-
ed by a low level of off-
take from the mining tim-
ber activities,

He said industrial ae-
tion could also impact on
the immediate prospects
of the group.— Sapa.
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CG Smith to-move sugar mill

CG:SMITH Sugar has announced a R196m
relocation and expangion scheme for its
Hlovo sugar mill. =2 &

Tl}e mill, it said, would move to Eston,
about 90km inland from its present site,
and be renamed the Eston niil, The move
would bé to a’ bétter growing area, and

would significantly reduce the '?’xf;rﬁe

transport. haul for growers. [§:4
Capacity, would be inereased to take

vantage of potential for expansion of cane

Production in the area, In the longer term,

cane supplies from areas. surrounding the '

new site would build up to 1,7-million tons
a year. This would enable Eston to double
productiongto 200 000 tons a year.

The relocation and expansion would be
financed from internal resources. At the
March interim stage, CG Smith Sugar had
deposits, cash and short-term investments
of R206,8m, and gearing of 322%. .

CG Smith Sugar, which would change its
name to Illovo Sugar, announced earlier

L MARCIA KLEIN |

78% in the six months to end-March be-
cause of the prolonged drought.

Sugar served to dampen otherwise buoy-
ant results of holding company CG Smith,
which this week reported a 6% earnings
rise. But CG Smith directors said sugar
earnings would come back strongly in the
current six months, and full Year earnings

would be dovv{;érsﬂy,lo% to 12% on the
previous yea S(A@QJ

CG Smith SugarWwas set T launch afull
range of Illovo white sugar packs on the
local market during June.

Directors said the company had re-
viewed its strueture, and decided to change
from three divisions to a single structure,
This had resulted in 350 redundancies. An-
nual cost savings arising from the restruc-
ture were likely to be more.than Ri5m,

The company was considering disposing

of some assets, including some non-strate-.

this month that its earnings had plunged _gic cane farms.
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| mBY DES PARKER

L L ' e
Durban — CG Smith Sugsr is
laying off 350: staff in a shake-
up that includes the R196.mil-
liorirmove of -its Movo mill {0
- Eston. . : .y, s
~Chairman Glyn Taylor says .
{'“the:company, which is chang-
ing its name to Hlovo Sugar, is
changing its structure beeause
| ofideregulation-of the industry.
|- »:The.three .operating divi-
-sions:will be streamlined into a
.single structure “which. will
| give-sharper focus to our-core

stream by-products”.

both-from the reorganisation
-| -and the relocation. of the.mill. .

*Those affected were em-
ployed at head office and at
i “plant level,, Redundancy. pack-
agés/early..retirements have
| been regotiated with those
veoneerned. Annual cost sav-
ings arising from these mea-
sures;are likely to exceed Ri5

=u

Ongce Novo mill was Yesited
50km ‘inland from its present
sité,sits capacity would be in-
creased to take adventage of
“substanial potential which
exists for expansion of cane
production in the area”,

The project will be funded
from intérngl resources and
the mill renamed Eston,

Taylor estimates cane sup-
plies over time will build up to
more than 1,7 millions tons a
Yyear, almost doubling the yield
to 200 000 tons of sugar,

CG Smith Sugar will launch
a full range of Nlovo-brand re-
fined white sugar packs next
month, ..

business of :sugar and down-- ‘

:+{The.retrenchments result |

o
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Lonrho Sugar’s d1V1denygq
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up as group performs well

MADDEN COLE |

LONRHO Sugar Corporation has
reported a 37% increase in at-
tributable profit for the six
months to September after a gen-
erally improved performance by
the group.

Results for the JSE- and Swazi-
land-listed company published yes-
terday showed attributable profit of
R30,9m, up R8,3m from the compara-
tive figure of R22 5m in the previous
year. Earnings a share showed a cor-
responding improvement to 26¢ (20¢).

The emalangem, the currency of
Swaziland, is at par with the rand.

Higher earnings allowed for 2 19%
increase in the company’s interim
dividend to 13c.

The number of shares in Issue,
earnings a share and the dividend
took into account the 10-for-1 share
split which became effective in Octo-

ber. Comparative figures had been

regtated, the directors said.

The published figures were haif the
estimated results for the curreni
financial year. Last year’s compara-
tive figures are half the actual profit
for that year. Actual figures for the
first six months were not used as a
basis for the interim report as they

JEMAMJJASONDE

could be misleading because of the
seasonal nature of the group’s oper-
ations, the directors said.

Pre-tax profit increased 45% to
R63,4m, with tax coming in at R15,3m
(R10,9m), leaving an after-tax proflt
of R48,1m (R32,9m). Minority inter-
ests ihcreased to R17,2m (R10,3m).

The directors said group results for
the current season confirmed the re-
covery predicted in the 1994 annual
report. There had been considerable
improvement in the performance of
the Sucoma factory in Malawi, -

Elsewhere in the group operations
were proceeding at acceptable lev-
els, they said.

Recovery in group profit would
have been better if production had
not been affected by a number of

factors. The continuing drought in SA
had again lowered production at
Glendale and the crop in Marritius
was reduced by cyclone damage,

In Malawi, disruptions to agricul-
tural operations at Sucoma durmg
commissioning of the mill expansion
last season had a depressing effect on
this year’s crop. But Dwangwa had
recorded an excellent season and
near record production was expected
from Ubombo Ranches in Swaziland,

Lonrho shares closed unchanged at
their annual high of 700c on the JSE
yesterday, having pained 20e¢ or
2,94% so far this month. The counter
touched a low of 550c in June.

It was announced last month that
chairman and joint CE Rene Leclezio
would retire at the end of the month.
He would be replaced as CE by Keith
Roberts with Peter White becoming
non-executive chairman.

Last month holding company Lon-
rho ple’s joint MD, Tiny Rowland,
stepped down after dominating the
multinational conglomerate for 33
years.

Successor Dieter Bock, who will
become sole CE of Lonrho, said this
week he might reduce his 18,8% stake
in the multinational. He said if he cut
his holding to 10% it would give him
enough control.
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Sugar production -
. | slashed by drought :

MALELANE — Prolonged drought and low rivers will
cut Eastern Transvaal sugar output for this year to )
slightly more than half of normal levels, industry
"~ officials said. %ibc»i 27 i qtf
Normaily, cane growers in the area produced aboyt
10% of nationai production, they said. But the three-year
drought would eut output to just more than 100 009 tons,
Transvaal Sugar Ltd spokesman Leon van Rensburg
said that in 2 normal season about 2,2-million tons of
cane were crushed - yielding about 220 000 tons of sugar
- at the company’s Malelane mill,

. Only about 1,2-million tons of ¢ & WiJ! be crushed this N
1 year, Van Renshurg said. ( =%, >£'U»8 '

18

P
t, 4 7. n

With the company’s new Komatt mill operational since
Mareh, the industry in the region had expected to pro- |
duce up t0 16% of the country’s sugar, v

“At this stage we will produce a little more than 50% of e
what we normally produce,” Van Rensberg said, “In any
person’s business viewpoint it is a big setback.”

The Eastern Transvaal reflected the erop outlook for .
the rest of the sugar industry. Estimates point to a ;
1994/1995 crop of around 1,7-milion tons compared with o
@ normal crop of 2,1-miilion, o

The industry expected to lose about R1,8bn from be- -
low-average crops in the past three seasons, CL

The Eastern Transvaal industry expected the milling ',
season to be shorter than in previous years, although )
mills were crushing cane slower and more efficiently to
extract the maximum sucrose, Van Rensburg said.

The Eastern Transvaal cane fields were irrigated,
uniike SA’s main sugar-producing region of KwaZuly. "
Natal, which depended mainly on good rainfall, . ‘ 910001231
Van Rensburg said the water leve] of rivers in, the 37 AR 0] 512107
Komati basin, from which most of the irrigation witer ; Lg<§ oq pimoys
was drawn, had dropped considerably. " ;

Weather bureau figures showed the Transvaal lowveld ° § SYUeA
area was experiencing its worst drought in nearly 90 .. [
years, he said, noting that the norrmal rainy season was o
due to start in three monhs, 7

The drought had seriously affected small cane £row-
ers, mainly black farmers in the former Kangwane
homeland. Almost 300 black farmers had managed to put
their first cane in the ground this year, only to be faceq -
with drought, Van Rensburg said, — Reuter.

Film ticket levy ‘could
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'it'could meet sugar export ‘iyas confident of meéting.
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| 1994/95'sug,
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A& Sugar éxports of t
DURBAN:';’,— ‘The SA'sugar-" port-manager Andrew
 industty was confident that . arr-Sim- said the-industry

1994/95 season, industry of: Lot
fi%ala s'aiq-’yestefdéy.%)[hq' He ' satd the industry
- The: SA

Growers"Association said *
on Tuesdsy. thét it feared a’ v AR«
‘third ‘sucressive, crop fail- ‘Industry. sources siid ; !
ure after estimates for the crop estimates dropped he- -
ar crop.were re- ~low-1;3-million tons 22 SA%s

tons toit:6-million:j |,

ofi target i
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“Sugar industry to undergo drastic changes’

THE, SA sugar industry would under-
" “go drastic structural change in the
§ next four years to sharpen its com-
petitive edge internationally, indus-
- -try sources said yesterday.
hee SA Cane Growers Association
executive director Jack Wixley said
»¥iany of the Sugar Association’s ser-
~ vices would be deregulated so that
tﬁey could be ryn by individual sugar
"hills, bo:;}
esunThe assocla on, whith is the indus-
°M¥ys central organisation, would
213witch to a “user pays basis” instead
>2pf providing services funded by a cen-
. I"ttal levy.
The SA Sugar Journal says GATT's

i MUNGO 80GGOT i

erosion of protective tariff policies
meant the sugar industry had to con-
tinue to compete as a leading, low

cost pl yer %be rld sugar

market

1t says md stry head ] current
regulatory measures — such as quota
restrictions — as “obstructing opti-

mum economic efficiency”.

In terms of the changes quota re-
strictions will be phased out; growers
will not be required to register quota
land; and there no longer will be a
restriction on the free enfry of new

RUT
N

sugar mills,

It adds that the Sugar Association
will pass on the responsibility for
marketing to mdwldual m1llin
refining companies.

Wixley said the sugar asso clati 21?
functions — such as cane testing —
would be devolved to the sugar mill-
ing companies,

Standard Bank's AgriReview says
in the past net revenue was divided
between the growers and the millers,
but that “from April 1, 1994 a new
fixed division of proceeds will be in-
troduced which will significantly im-

prove growers’ incomes”.
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Own Correspondent ’ e
JOHANNESBURG. — Aluniinium and'

sugar group Tongaat-Hulett has sold

an 80% stake in catering Business

Supervision Food Services (SFS) to & -
black-owned investment consortium,™ -

which includes Kagiso Trust, Invest-

ment Company and Khulani Holdings,

for R53m.

The deal would be effective from
October 1, Tongaat-Hulett MD Cedric
Savage said yesterday.

Other members of the consortinm —
each owns a 20% stake in the company
— included FirstCorp Capital Inves-
tors and SF'S management. -

The eompany had been renamed
Kagiso Khulani Supervision Food Ser-
vices and its corporate image has
been revised.

Tongaat-Hulett would maintain a
20% interest in the company in order

to “contribute to the future success of .

this business”. , .

The deal valued the entire company
at R66m, based on the potential value
of its earnings as it had no assets,
Savage said. :

The catering business had grown
rapidly and had shown “tremendous
potential”, he said, but it had not been
considered a core activity within the
group and was ripe for a venture of
this kind.

Chairman of the new company anﬂ '

Kagiso Trust Investment Company
chairman Erie Molobi said his com-
pany intended to invest in sound busi-
nesses to reap dividends for invest-

-

onsort

GRE

‘ment in pacx;é!}: % ,g'i_ . T
. «development projectss , .- hx
- - The trust liad raised its own funding
for the deal with a combination of
""foreign and local equity. . .

“The catering industry is of particu-
lar interest to ys as it is profitable
enough while providing good émploy-
ment opportunities and supplying
basic nutritional requirements to

large numbers of peopie,” he said.” - -
Nigel Dunlop would remain MD and.

new-members of the board included

Khulani Holdings spokesman Zuzi -

Buthelezi, Tongaat-Hulett director JB
Magwaza, Johnson Njeke, Edmund

- Radebe, Steven Saunders, Russel Ste-
vens and Fani Titi.- -~ -+

*, *Our principle is not to ruffle the .:
- companies we invest in and we want_,

Tongaat to remain involved for con-

tinuity, as they understand the nature

of the business,” Molobi said. . . .
Through its participation as board

members, the investment consortium |

would help the group “reposition to
meet the changing environment”, '

Kagiso Trust Investment Corpora-

tion was investigating four gthey in-

vestment .opportunities in media; in- -

dustrial groups and thet'Service

industry, but Molobi would:gi\ré no
LN L K

further details. .- 2z .

Tongaat-Hulett director JB Mag- *

waza co-ordinated the group’s black
economic empowerment programme.
He said the group was Jooking at other
non-core .interests as possible
vehicles for
business. - P

x{agts's

joint ventures with black

1
|
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prospects
for -sugar

ol
“gay production’ in-a nor-
O mal season to as much as
2,&million tons, agamst
]ust°1 imt produced in
the current season
Glyn Taylor, outgoing
chalrman of the: SA Su-
gar Assoclatlon, said at
' it AGM- yesterday that
the 'industry was. in an
; “expansionary. phase”,
and that a “normal sea-
son would see it produe-
mgﬁ und 24mt’of su-
gar. | sucThe
CAD a spokesman
said this was probable
given the recent commis-
sioning of the 150,000 ton
. per year Nkomati: 'sugar
" mill;- the incredse in
small-scale growérs to
| 45000 and a return to
.normal rainfall patterns.
i SA»s sugar -industry
: has’*been ‘hard hit re-
cently by the drought,
but’ usually produces
about 2,1mt of sugar per
: seaSon, leavmg as much
as 800 000t avai ab e for
. export L%
- The curr season
. eroptwould. leave ‘about
400000t for export.-Tay-
“lor 'sa1d although the
seaSon 's estimate. was
dowti from the 1,8mt pro-
" jectéd in Apnl it was
still: 45% up on -produc-
tlon fin: ‘the: 1993/94 sea-
sony:

/ He ﬁadded that 1t was
good ;to have the ‘sugar
industry’s US ‘quote
reinstated. The quota
.will-aceount for- about
;26 00Dt of suga}' per year,

with} the value of “the
quota bemg well’ above
thegworld sugar price. —
Sapa

L



Water shortage plays
| havoc with sugar erop
S TS

Malelane — Prolonged

drought and low rivers
will cut ‘sugar output in
the Eastern Transvaal to
slightly more than half of
normal levels in 1994, in-
dustry officials said yes-
terday.

Normally, cane grow—
ers in the area produced

" around 10 percent of na-
tional production, they
said.

But a three-year
drought will cut cutput to
just over 100 000 tons
this year.

Transvaal Sugar Limit-
ed (TSB) spokesman
Leon ven Rensburg said

" that in a normal season’
something like 2,2 million
tons of cane were
crushed — yielding about
220 000 tons of sugar at
TSB's Malelane Mill. |

But thé drought ineant
only about 1,2 millien
tons of cane ‘would be
‘crushed this year, Van
1 Rensburg said in an in-

terview.

With TSB's new Koma.-
ti Mill operational since
March this year, tlie re-
gional sugar industry had
expected to produce up
‘to 16 pereent of the courn-
iry's sugar.

“At this stage we wﬂl
produce a little bit more
than 50 percent of what
.we normally produce,”
van Rensberg said.

“From -anybody's busi-
" ness viewpoint it is a blg
setback,“ he said. ,

.for the rest of the South
Africen sugar mdustry
Industry estimates
point to a 1994/1995 crop
of around 1,7 million
tons, compared with a

4o

The Eastern 'I‘ransvaal ‘
reflected the crop otitlodk -

2.1 194

normal crop of’ about-2,1 |
million tons.

South Afmca & sugar
industry expected to lose
around R1,8 billion from
below-average crops over
the past three seasons.”

The Eastern Transvaal
sugar indusiry expected:
the milling season to be |
shorter than in previous
years, although mills
were crushing cane more
slowly and more efficient-
ly to extraet the maxi-
mum. sucrose, van Rens-
burg said.

The Eastern Transvaal
cane fields are irrigated,
unlike South Africa’s
main sugar-producing re-
gion in KwaZulu-Natal,
which depends mainly on
good

e

Van Renshurg said the
water level of rivers in
the Komati Basin, from
which most of the irriga-
tionwater is drawn, had
dropped considerably.

Weather Bureau Iig-

" uwres showed the Trans-

vaal Lowveld area was

. experiencing its worst

drought in nearly 90
years, he said, noting the
normal rainy season was
due to start three months
from now.

The droughi has
seriously affected small
cane growers, mainly
black farmers in the for-
mer Kangwane home-
land. .

Almost 300 black farm ‘
ers had managed fo put
their first cane in the
ground this year, only to
be faced with drought,
van Rensburg said. —

. Reuter.
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Lonrho Sugar Corp

‘wit-From MADDEN COLE
JOHANNESBURG. — Lonrho Sugar
Corporation has reported a 379% in-
créasé in attributable profit for the
six‘months to September afier a gen-
erally’improved group performance.
Results for the JSE- and Swaziland-
listed ¢ompany published yesterday
showed attributable profit of E30,9m,

" up E83m from the comparative figure

of E22,5m in the brevious year. Earn-
ings a share showed a corresponding
lmprovement to 26¢ (20¢).

The emalangeni, the currency of
Swaztland, is at par with the rand.

Higher earnings allowed for a 19%
increase in the interim dividend to
13c. The number of shares in issue,
earnings a share and the dividend
took ihto account of the 10-for-1 share
split effective in October. Compara-
tivé: figures had been restated,

The published figures were half the
estimated results for the current fi-
nancial year, Last year’s comparative
figures are half the actual profits for
that year. Actual figures for the first
six months were not used as a basis for
the “interim report as they could be
misleading because of ‘the seasonal

-this

IJ&PrgIA;_ by 37%

e of the group's operations.

Pre-tax profit increased 45% to
E63,4m, with tax coming in at E15,3m
(£10,9m), leaving an after-tax profit of
E48,1m (E32,9m), Minority interests in-
creased to E17,2m (E10,3m).

The directors said group results for,
the current season confirmed the re-
covery predicted in the 1994 annyal
report.

Recovery in group profits would
have been hetter if production had not
been affected by a number of factors,
The continuing drought in SA had
again lowered production at Glendale
and the crop in Mauritius was reduced
by cyclone damage,

In Malawi, disruptions to agricul-
tural operations at Sucoma during
commissioning of the mill expansion
last season had a depressing effect on
year’s crop. But Dwangwa had
recorded an excellent season and
near record production was expected
from Ubombo Ranches in Swaziland.

Lonrho shares closed unchanged at
their annual high of 700c yesterday,
having gained 20c or 2,94% so far this
month, The counter touchied a low of
550¢ in June.

I —
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ALUMINIUM and sugar group
Tongaat-Hulett has sold an 80%
stake in catering business Super-
vision Food Services (SFS) to a
black-owned investment consor-
tium, which includes Kagiso
Trust:Investment Company and
Khulani Hoidings, for R53m,

The deal would be effective from
October 1, Tongaat-Hulett MD Cedric
Savage said yesterday.

Other members of the consortium
— each . owns a 20% stake in the
company — included FirstCorp Cap-
ital Investors and SF'S management.

The company had been renamed
Kagiso Khulani Supervision Food
Services and its corporate image has
been revised. .. .

Tongaat-Hulett would maintain a
20% interest in the company in order
to “contribute to the future suceess of
this business”.

The deal valued the entire com-

pany at R66m, based on the potential
value of its earnings as it had no
assets, Savage sald,
. The catering business had grown
rapidly and had shown “tremendous
' potential”, he said, but it had not been
considered a core activity withir the
group and was ripe for a venture of
this kind.

Chairman of the hew company and
Kagiso Trust Investment Company
chairman Eric Molobi said his com-
pany intended to invest in sound busi-
nesses to reap dividends for invest-
ment in parent Kagiso Trusts’s
development projects.

_n black

business

venture

1
The trust had ul’s%c, 1@5@1 fund-

ing for the deal with a combination of
foreign and local equity.

“The catering industry is of par-
ticular interest to us as it is profit-
able enough while providing good ;
employment opportunities and sup- |-
plying basic nutritional requirements |
to large numbers of people,” he said.

Nigel Dunlop would remain MD.
and new members of the board in:
cluded Khulani Holdings spokesman
Zuzi Buthelezi, Tongaat-Hulett direc-|"
tor JB Magwaza, Johnson Njeke, Ed-
mund Radebe, Steven Saunders, Rus-
sel Stevens and Fani Titi.

“Our principle is not to ruffle the
companies we invest in and we want
Tongaat to remain involved for con-
tinuity, as they understand the nature
of the husiness,” Molobi said,

Through its participation as board
mermnbers, the investment consortium
would help the group “reposition to
meet the changing environment”,

Kagiso Trust Investment Corpora-
tion was investigating four other in-
vestment opportunities in media, in-
dustrial groups and the service
industry, but Molobi would give no
further details. o

Tongaat-Hulett director JB Mag-
waza co-ordinated the group’s black
economic empowerment pro-
gramme, He said the group was look-
ing at other non-core interests as pos-
sible vehicles for joint ventures with
black business.

#
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TONGAAT-HULETT

Sweetleners combining forces

bou 25l lame

Through four years of recession, the Ton-
gaat-Hulett Group has been refocusing,
cost-cutting and sharpening efficiencies.
Management action began to show in the
small improvement in results recorded at
the March year-end, which came with little
or no help from the economy.

The interim results released this week
were cxpected to show a strong recovery.
But the 43% jump in earnings was at the
top end of forecasts and certainly better
than most of the market was expecting,
even after the strong rerating of the share
over the past year which has seen the price
more than double.

Results show Tongaat-Hulett benefiting
from the beginning of an upturn in the
economy — which with its tightened cost
structures adds increased volumes at little
additional cost — and the end of the
crippling two-and-a-half year drought
which ravaged the sugar industry.

The really interesting part is still to come
in results for the full year and into the next
financial year. A number of factors indicate
that full-year earnings could grow more
than 50%. An analyst believes Tongaat-
Hulett will show average earnings growth
above 30% for the next three years.

Strong results came largely from an
operating margin which has firmed from
5,8% a year ago to 6,7% at year-end and
7.4% now. That took the 18% growth in
turnover to a 50% jump in operating profit.
MD Cedric Savage says this reflects the
lower cost structure as well as the firming
demand and resultant volume growth the
improving economy has provided, With
high fixed costs in many of Tongaat-
Hulett's businesses, better volumes trans-
lated into lower unit costs.

A 44% increase in the

the improved performance of all six di-
visions over the first half. With many of
its businesses entering peak demand season,
this is essentially a second-hall group.
All divisions recorded higher profits over
the first six months than at any other time
in comparable periods in the preceding four
years. The same trend emerges in con-
solidated results since 1990. Last year,
sccond-half earnings growth was 126%
higher than in the first half; in 1993 it was
118% higher. This second-half gearing
points to sound earnings for the year.
Biggest boost should come from the
sugar division. Savage says tonnage is up
38% to 632 000 t. But with this year’s crop
stil! affected by the drought, he says that's
only about 65% of the crop that can be
expected in a season of normal rainfall,
So far, early rains have been good. If they
continue to March, Tongaat-Hulett could
get close to 850 000 t of sugar, well within
the maximum 1 Mi capacity of the division.
It would be aided by the estimated 45 0001
coming from the Heatonville region now
the R100m irrigation scheme is working.
Prospects are also being sweetened by a
world price of about US13c/lb, the highest
for some time and a level that Savage
believes could be maintained. Cost benefits
from the recent closure of Mount Edge-
combe mill will also filter through.
Most other divisions also show strong
growth prospects, reflected in a capex bill
of R286m. The bulk, R110m, is going on
an accelerated programme to expand ca-
pacity in the starch and glucose division.
Capacity at brick plants is up from about
50% at year-end to 83%, while the alu-
minium division is nearing full capacity.
A new management thrust is to seek joint
venture or co-ownership

dividend payout — more
than the 41% EPS growth
— shows the board an-
ticipating a sound full-
year performance.

Increasing help will
come from the balance
sheet. Strong cash flow
has helped cut borrowings
by two-fifths to R285m.
This in turn reduced inter-
est payments by R3m to
R17.9m. Debt tends to be
seasonal for Tongaat-
Hulett, but Savage ex-
pects the group to be
unborrowed by year-
end.

Perhaps the firmest in-
dication of full-year re-
sults can be taken from

Savage ... looking for partners

partners for black eco-
nomic empowerment
projects. Savage says an
announcement could be
made soon — though he
does not give details.

This latest strategy al-
so reflects a change of
thinking. “We are get-
ting away from the mind
set of total ownership
and being the biggest.
What’s important now is
sustaining competitive-
ness and profitability —
we are looking for part-
1 ners with whom we can
| share skills and syner-
gies,” he says.

After these interims,
and based on 12-month

R fers
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ON THE UP

Sep 30Mor 31 Sep 30
1983 1994 1994

Six months to

Turnover (Rbn) . 1,97 20 233
Operating Income {Rm) 115 152 173

Aftributable (Rm) ..... 70,8 895 1011
Earnings {¢}... ..... 788 997 113
Dividends {¢) ... .... 20,8 48,4 30,0

EPS, the p:e at the current R51 price is
24,2, That looks expensive and is well
above the 21,3 average for the food sector,
where the share 15 listed.

However, numerous factors are adding
interest to the diversified Tongaat-Hulett: its
cost-cutting and refocus will magnify ben-
efits of improving markets; its profits will
be sensitive to infrastructural and social
spending; sugar. building materials and
aluminium are expected to do particularly
well; the textiles division is in a recovering
industry; and a decision is expected early
next year on the proposed R1,6bn rolled
products aluminium plant, probably as a
joint venture. These should help keep the
share on the boil.

Shaun Hanes

“ABSA
Right direction

Abso is slowly recovering. But the market
is waiting for a marked turnaround before
it rates the share in line with major
competitors. At least the banking group is
now producing real returns and no longer
losing market share.

Though the share price has risen lately
and some rerating has occurred, it will
probably remain around current levels until
the turnaround comes, Staff morale is better
than it has been since the two mergers and
the group’s tarnished 1mage is slowly im-
proving.

Half-year results to end-September show
a fairly pedestrian increase in net income
after tax of 10,7% to R337.9m. This was
more or less in line with forecasts. Analysts
are predicting a year-end increase of around
13%-14%. EPS rose 10,7% to 39,7c.

After-tax income suffered from a higher
corporate tax rate, which rose 21.5% be-
cause of STC and a reduction in the
deferred tax asset. CE Danie Cronje expects
this asset to be exhausted by vear-end.

A poor performance by the short-term
insurance interests — held in Absa In-
surance Company and Commercial Union,
in which Absa has a 30% stake — also
curbed growth. Underwriting losses by
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By KHANGALE MAKHADO

7 f
THE Eastern Transvaal Region receiv-
ed a shot in the arm following the re-
cent opening of the giant R450-million
Komati Sugar Mill near Komatipoort.

The mill overlooking the mountain-
ous; border with Mozambique is to cre-
ate. job opportunities for over 3 500
people in the region employed by about

250 new small growers from the Nko-

mazi region.

"Addressing a colourful ceremony at-
tended by 900 guests including top
business personalities and well-known
sugar barons, Premier Mathews Phosa

. commended Transvaal Sugar Limited
(TSB) for having created so many jobs
for people.

“Through the selfiess efforts of TSB
new sugar planting projects have been

promoted in the area which will beneflt" \.a ‘Referring to the unions, he warned
(-l;fthem Hiot toiregard employers as the
v o I'E enemy, saymg that Both were i’ the
_ss5ame boat. ©

< some &'280small growers in the process
£ sald Pﬁosa
Apart,from crcatmg jobs, he salﬁ

TSB Was on record as havmg made :

PR B

‘Sweetener

C\Po . 14alg (1.

Komatipoort

——m e e
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- J\.».«-w._.s‘

available to their employees almost
R4 million for the building or buying
of houses in the area.

There are also four primary schools
built by the company as well'as a centre
geared towards scieqtific and techmcal
specialisation, 6 o’

“TSB has a very commendable rec-
ord in terms of its focus upon develop-
ment and reconstruction and the im-
pression one gets is that they arelook-
ing at broader societal trends and social
upliftment not only in the workplace
but also outside of it,” said Phosa.

Rembrandt Group chairman Johann
Rupert told the gathering that it was
only through a joint effort by both busi-
ness and labour that the Reconstruction
and Development Programme could
succeed, fSAT L

rill a hole in the’ bottom
and we all smk * said Rupcrt

w ‘
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Sharply. improved resulis in.
the second half of the financial |
ye%q;;,!ﬂ reflecting recovery from .
the effects .of the drought,:
helped Illovo Sugar to lift at-
| tributable profits 11 percent to
#R55,5, millioft:in -the. year to-
" Septemmber ‘against 'the previ-,
ousyeal .
‘he first half-year:generated
R8,5 million, ‘or 15 percent, of ;
those profits ‘and the.remain-
derr arose in the second half.
I the current season; the
. ¢ompany's .¢stimated. sugar -
 Drodicfion is: 745,000 tons,
"'269,000 tons above. 1993/94,
which: will:give it 8145 .percent
- share of oyerall industry pro;
 duction..’ () S |
5 iibngver was R12 billion
« (1,1 billigh): *After lower fin-
.ancing costsiand' a higher‘“thfé
rate, -the {Botoni lingwas',

of R8 million, arising: mainly .
from sugar indusiry capital al-,
locations, 'which no longer
need to be repaid because of
deregulation. Lo
On earnings of 35,2¢. (31,76)"
{. a share, the dividend /is held;
at 14e. e
“Mgnagement. said yesterday.
{ astrong rise’in earnings in the.
“coming year'could be expected;
if weather patterns returned to!
normal beeaunse the cost 'base
was now lower. .

et
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boosted. by an -abnormal. item «




Drotght blamed for b

SUGAR cane production could take at
least, five years to regain normal levels
because of the three-year drought in Natal,
SA Cane Growers' Agsociation economics
director Brian Sudgen said yesterday.

Sudgen said the expected sugar cane

crop this season was a mere 15,3-million
tons. From this 1,7-million tons of sugar
could be produced — far short of the usual
crop of about 2,2-million tons and a mere

60% of domestic-consumption.

About 40000 small-scale farmers in
KwaZulu, KaNgwane and Transkei had
been hardest hit.

* The association’s latest survey showed
that average debt levels of commercial

farmers risen 30% from 1992 to
R7820 §q8c3.r
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SUGAR PRODUCTION

(=) 5:’81%; o
Sugor producers, after a season in which

production fell to a 25-year low, see signs for
cautious optimism. No-one predicts a major
recovery but industry officials now expect
better results,

Last season’s 1,2 Mt crop — well below
normal — couldn’t have come at a worse
time. The drought-hit crop occurred as inter-
national markets were opening up to the
industry and the world price has shown more
buoyancy and stability (3 / S,

Even so, says Sugar Association Chairman
Dick Ridgway, the industry has gone ahead
with a top-to-bottom reorganisation and der-
egulation exercise
which should enable it
to be internationally
competitive even un-
der the Iatest Gatt
rules.

Ridgway says the
combination of two

years of drooght, reor-
Nk ganisation and the
 Ridgway need to adjust to the

new political dispens-
ation, made the 1993-1994 season the most
difficult and complicated.

Last season’s drought caused production
to drop to 1,2 Mt compared with a normal
year which yields about 2,2 Mt.

Over the past two seasons, adds Ridgway,
production was more than 1,7 Mt down on
the norm.

This season, industry estimates suggest
preduction will be limited to just under
1,7 Mt with good rains.

Ouiput blow

Ridgway says domestic demand has re-
mained stable and the industry continues to
meet international commitments. Once
again, though, diminished production has
hurt potential export earnings, coming as
international sugar prices hold above
USI2c/lb because of depletion of world
stocks over the past two years.

With Gatt looming, Ridgway says the su-
gar industry realises it must contain costs.
That is one reason why in April the sugar
industry took its first steps towards deregula-
tion,

The most significant offered free access to
the industry through phased abolition of the
quota system. Other measures, though
agreed on, have still to be implemented.

Ridgway says the changes give growers
and millers greater freedom and responsibil-
ity for managing their own affairs and the
ability to improve efficiencies and cut
Costs. |
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Tllovo recovers

ILLOVO Sugar — previonsly CG Smith
Sugar — just managed to shrug off the
effects of a drought-ravaged first half to
post an 11% rise in attributable earnings to
R55,5m for the year to September, the
directors said yesterday. '
An abnormal item of R8m relating to th
deregulation of the sugar industry resusei-
tated the group’s 5% fall in after-tay profit
to R49,5m {R52,3m).
Earnings a share rose to 35,2¢ a share
from 31,7¢ for the previous year,
Turnover increased 7% to R1,2bn but
operating profit for the year was virtually
unchanged at R92,2m (R92,1m),
Finaneing costs fell 12% to R23,3m on
the back of lower interest rates and pre-
tax profit rose 5% to R688m.

{rom drqugsht

The tax bill jumped to R19,4m {R13,5m)
as the effective tax rate increased to 28%
from 20%. After-tax profit fell to R49,5m
(R52,3m) and an unchanged dividend of 14¢
a share was declared.

The R55,5m atiributable profit consisted
of R8,5m during the 1993/94 sugar season
and R47m for the remaining six months to
September 30 1994,

The group reported a 78% slump in earn-

ings a share to 5, share for the six
months to March, Slﬁe.re
The directors sal early prdspects for

the group in the coming year were “prom-
ising” because of substantially improved
results for the 1994/95 season.
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New sugar

‘mijll opened
~JOHANNES NGCOBO

A NEW -sugar mill at Ko-
matipoort in the Eastern
Transvaal would crush
about 1,2-rnillion tons of su-
gar a, year, Transvaal
Suiker ;Beperk said; .. . .
‘The company said at the
off1c1al opening of the mill
- Yast week it had spent about
; R430mconstructmg the
mill near Malelani.
1+ Rembrandt group:chair-
* man -Johann. Rupert said
" the mlll—Awhlch would em-

© + ployee 3500 people — had

", been .completed in record
" time and the company had
saved R50m. from the ap-
proved budget of R480m.
SA. Suger Association
chalrman RK Ridgway
said about 300 new farms —

.- 200.situated, in the former

KaNgwane, — Wnu rve
-the new mill’'22Z

»“With the. stablllty pré-
) v1ded by -irrigation I am
sure that_these new far-

merswane will be
-+ viabl

.. ‘The initial anmual suger
+"prodietion of 130 000 {ons

 will:release a like'amount

", onto the world export mar-
: "kets," Ridgway said.
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SUGAR INDUSTRY
On a recovery track

Though SA’s sugar industry ciaims to be
a cost-efficient producer in the top bracket
of exporting countries, it believes import
tariffs are needed temporarily to guard
against subsidised imports.

New SA Sugar Association and Hulett
Sugar chairman Dick Ridgway says the
industry is important. It employs 142 000
people — many of them in KwaZulu —
and exports about 40% of annual pro-
duction of 2,2 Mt of sugar. This figure
should rise to 2,4 Mt/year.

But Ridgway says the industry’s future
depends on maintaining and improving
productivity and on government continuing
to adopt responsible economic policies.

“On the productivity side, deregulation
has encouraged competition and efficiency.
Provided labour remains responsible in
wage negotiations ~— wages in SA tend to
be much higher than that of other labour-
intensive sugar producers — SA will ben-
efit as Gatt becomes effective,” he says.

He says SA is the world’s sixth biggest
sugar exporter and its sucrose is recognised
as the best, The EC supplies about 25% of
the world free market (about 20 Mt ex-
cluding preferential agreements and trade
pacts). But its production costs are double

- 2= 214
that of SA, which is in the (nid-cost range
of the main exporters. ™

“When Gatt is fully operational, prices
will, in theory, rise because supply and
demand levels are close. The world market
is about 114 Mt. In the last three seasons,
the first reflected a 3 Mi-4 Mt surplus,
supply and demand were even in the next,
and this season looks set for a deficit.

“This means there are no surplus tons of
sugar looking for a market. If protection is
abolished, high-cost producers will need
high prices t0 keep up production. The
more efficient producers will reap the
benefit through higher margins,” he says,

In addition, high-cost producers could be
forced out of the market, allowing the more
efficient producers to expand.

But the industry is battling to recover
from a succession of droughts. Two years
ago, production was below 1,5 Mt against
a norm of 2,1 Mt-2,2 Mt.

“Severity varied according to growing
regions. Some communities suffered se-
rious losses in the first year, only to be
floored again by a second dry season which
resulted in an output of just over 1,1 Mt
— the smallest yield in 25 years”

That compounded the financial woes of
many growers, in particular the dry land
farmers, though some irrigated areas also
suffered. Many growers incurred substantial
additional borrowings and deferred replace-

ment of essential capital equipment,

In spite of this, Ridgway says, there has
been no land exodus partly because it takes
time for the financial problems to bite and
because growers established a committee to
examine individual problems. The com-
mittee spent a lot of time with growers and
bankers, structuring financial deals to en-
able growers to stay on the land.

He says that, after the droughts, the
industry had hoped to stage a “fairly
reasonable” recovery this season, even
though it wasn't expecting a return to
normal production. About 1,9 Mt-2 Mi
would have helped bring about a recovery.
Now, though, the projection has dropped to
less than 1,7 Mt. Another year of severe
drought in 1995 could have serious im-
plications for the industry. |
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Protection remains

Partial deregulotion of the sugar industry is
expected to result in producers fighting for
more lucrative shares of the local market.
But don’t expect to see prices tumble, as
protection of the SA industry remains high.

The recent launch of Illovo Sugar’s own
retail brand (its white sugar was formerly
sold under the Hulett label, under decades-
old distribution and retailing arrangements)
signified the first shots in what could develop

into a lively fight for space on supermarket
shelves. SusteS
H

Setting the Tone for the “new” industry is
a deal reached by growers and millers.
Among the changes, producers can sell their
own brands on the local market, the joint
distribution arrangement between Huletts
and Illovo will end from April 1995 and the
profit-sharing agreement between growers
and millers has been amended.

The current arrangement whereby SA Su-
gar Distributors (63% owned by Illovo and
37% by Hulett) handles their joint distribu-

U

[ 1212 19
tion, will fall away, allowing each group to
seek the most competitive distribution route.

Other important changes facing the indus-
try include freedom of entry for all new
growers; the end of statutory linkages of
growers to mills (Illovo is spending R1%6m
to move its sugar mill from Illovo to Eston,
closer to growers); removal of restriction on
entry to new sugar mills; and the fixing (for
10 years) of the division of sugar industry
proceeds between growers and millers.

While some of these changes are signifi-
cant, they are overshadowed by the degree of

rotection and regulation which remains.

his is primarily due to the level of tariff
protection against imports, currently stand-
ing at an cffective 60% ad valorem. With
world prices for white sugar currently about
R1 000/t, against the local market price of
about R1 800/t, local consumers would obvi-
ously prefer unhindered imports. Industry
officials, however, peint out that this would
wipe out Natal’s largest industry which sup-
ports about 1m workers and dependants.

But there’s no danger of this, even allow-
ing for Gatt regulations. SA Sugar Associ-
ation market director Frans Oosthuizen
says: “Our Gatt undertaking kicks off with a

124% ad valorem level as from January 1,
reducing to 105% within six years.”

He says a reason for Gatt’s liberal ap-
proach to the SA proposal is that the Europ-
ean Union massively subsidises its own pro-
ducers and allows its 4 Mt a year surplus to
be sold at huge discounts on global markets.
With the effective European producer price
of R3 000/t for white sugar, against a global
export price of R1000/t, it is clear that SA
producers feel they have a strong case for
protection,
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Sugar millers chairman - *|
urges support for KDP -

Durban -— The chairman of the
Sugar Millers' Association, Dick
Ridgway, has called on busiess
to support the Reconstruction
and Development Programme
(RDP) Sa.aaﬂ.latf

He told the annual general
meeting in Durban yesterday
there was now good reason to be
optimistic about the future and

that many positive factors had

emerged.

“Among these is the fact that
President Nelson Mandela has
emerged as a leader and states-
man of considerable standing
and has been welcomed
by the rest of the world.

Membership of major world
organisations such as the UN,
the QAU, the Commonwealth
and the International Labour Or-
ganisation would constitute a
sigmificant part of the process of
re-establishing communications

e

and access to the rest of the ;
world, SR
“In short, the socio-political.
and economic climate is now
conducive to growth and, al- |
though the road ahead will béx
difficult, I am confident that SA
has the natural talents and skills™
to take advantage of the situa-;'<
tion. ‘ P
“However, the inhibitions im- )
posed by the protracted period
of isolation and sanctions have:
resulted in a decline in produe-
tivity, which will have to be im-
proved. g B
“It is essential that business
join with the Government in,
shaping our future. This sheul
include support for the RDP, .
which will require appropriate” -
and co-ordinpted consuliation to &
ensure that it is compatible with} i
the long-term well-being of the’
economy,” Ridgway said, -
Sapa- v ‘r!{v}' .," 4
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"' SOUR SEASON FOR SUGAR

The sugor industry has just had its worst
season in years. Production for the
1993/1994 season was 1,172 Mt com-
pared with an average 2,1 Mt, according
to SA Cane Growers’ Association chair-
man Rodger Stewart in his annual review
this week. “Most parts of the industry
continued to experience devastating
drought and the result was that this was
our smallest crop since the 1965/1966
season.” fean 1 U

He adds that R1,8bn was lost itf indus-
trial revenue and foreign exchange earn-
ings from the last three successive disas-

trous seasons. The growers share of this
loss is R1,1bn. There was a correspond-
ingly depressing knock-on effect to rural
economies in parts of the eastern Trans-
vaal and KwaZulu/Natal. Says Stewart:

" “The financial position of many a capable

sugar farmer remains a cause of great
concern.” EB S

He adds that The associdtion has, how-
ever, negotiated extended rehabilitation
programmes for cane growers hit by the
1993 drought, with government depart-
ments, the Land Bank and the SA Sugar
Association’s Financial Aid Fund.
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DURBAN —'A spell .of cold ‘weatlie}. which had seen '
/ temperatures drop sharply and snow fall in Kwazulu/ .
Nata] would have no negative effect on SA’s 1994/5 sugar*
crop, the SA Cane Growers' Association said yesterday. ©
- Association economist Neil Frean said the sugar crop
_could benefit from the cold weather as it brought with it .
) welcome ram to cane—producmg areas on the southern;

tolerate onlya certain amount of frost but recent fro
- the, cane-producmg ‘areas ‘was neghglble 5‘—}-

. Initial- erop. estimateés for ‘the 1984/95 season, wlnch
:ends in-March 1995, wére about’ 1,7-million tons,

e Usually there s httle raif. in June and July, but

: -Frean satd early ramsm ‘3 rwou]d certamly help

{ 'boost tlns séason’s outpu

‘ SAt( usuajly an’ exporter,o quahty gar, normally'
A produces about 2,1-million tons'a season’but the two-year.
drought and an invasion of Eldana borer, beetles had cost!
the industry aboit:R1,5bn. — Reuter. '




sy,
A

Sl i\lslq.}\ 1
Sugar erop

' , iV
under threat
The country’s sugar crop
for the 1994/95 season
could fall to 1,6 miilion
tons “or even less? if
the Natal coast and East-
ern. Transvaal do not re-
ceive good rain inithe

" next six weeks, an indus-
try spokesman said.- |

“The industry is still
. very much under ‘the
threat of drought,” said
Chris Saunders, chair-
‘man of one of the coun-
try’'s biggest sugar. pro-
ducers Tongaat-Ht'gllet

. Group Ltd, wj
ial es-

' The eurrent offie
timate given last month is
1,77 million tonnes; A
crop of 2.3 to 24 million
tonnes is considered
good, bui last 'year’s
drought-hit crop was 1,4

'

'| "+million tons— Sapa-
- Reute L aq(
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E BY STEPHEN
CRANSTON

. The turnaround at asso-

ciate Rainbow and im- ",

' proved ‘sugar productlon
have enabled Hunt Leu- -
chars & Hepburn (HLH)
to report an encouraging
*149 percent increase in

. earnings 'per share to 70c
in the year‘to March,

... The dividend is up a

" conservative 26 percent
“to 27c. Suqgeu™

"CEO*Neil Morris: says -

the improvement was off
a low base, and the group
* has not*\qtute Tecovered”
‘to 1992 earnmgs levels

‘ Sugar was the mam )

: contributor to the bottom

line, with. iis .share now.

46 pereent, s

& Anunprovement inthe
cane sucrose content,
‘better factory recoveries,

sulis. !

The  Komati sugar mlll“
wds commissioned just -
‘before- year-end, and -
within, budget but, ber

cause’ of contmued
drought, is not expected

», o eurrent ye&r
‘in¢reased, selling prices -
-and higher volumes have .
contributed to better re-:.

to operate at full capamt
“in the 1994/95 season.
. Roberisons, whig
makés food ard st
hold products,, wasgith
other ‘large contmbuto
" a.ccountmg for 42 perce:
of earnings. It continugd
to gain market share and
maintamed good, map-

eo-:‘(D_fb_" ‘4

The blg d1sappo1nt-

ent was HLH Timbey.
hung Timber suffer d

from, lower volunes and
was “unable 1o recover
cost, increases from’c
tomersrs‘

¥ Morms says- proble 8
. should‘have been. 1den i
fied esrlier; and:the si
of theioperation reduced
sooner: But last year it fi-
- nally.bit,the bullet,”
» gome’ management, ¢
ges and reduced-cosis,
which ‘angurs we]l for the

fs) c

Siiva0 el, wh;ch expogis
hardwood chifs'to Jap

exceeded exp ecitahons
its first year/of peratic

HLH 'I‘ImberEProc ds-
gors returned: 'to profjt-
ability. and -expanded
port markets for val .
-added pine'Products. |
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Sugar stock A

The sugar industry has raised R42m in the
f:apntal market this year to repay a loan made
in 1990 by the Indeperident Development
Trust. The instrument is intended to provide
marlfeg-related returns to investors while
pfowdmg much-needed capital to the single
‘t).lggest agricultugal private sector job-crea-
tion programm é Sugal

It _has been designed by Theta Securities
and issued by the industry’s administrative
body, the SA Sugar Association, which has
already raised a first tranche of R42m from,
among others, Fedsure, Old Mutual, Metro-
politan Life and African Life. A sccond
tranche for R25m will be issued later in the

£
Pk

" un AT

should make the notes ideal rand-hedge in-
vestments.

Repaymen(s ar¢ then calculated as fol-
lows: 86&

] The esfimated small growers share of pro-
duction is 9,5% of the gotal; and
0 25% of the attributable proceeds go to-
wards the sugar stock payments.

The association guarantees that investors
will earn a minimum return over the life of
the sugar notes equal o a rate of 70% of the
likely outcome of the three variables as stat-
ed in the placing document.

The issue of the notes will free the funds to
assist the industry’s largely black and Indjan
small growers who have little or no collater-
al, such as jand, to gain aceess 10 convention-
al avenues of finance.

The loan will be used to establish
30 000 ha of new cane fields for 15 000 small
cane growers and the maintenance of an-
other 15000 ha of cane land.

Typically, R4 400 worth of fertiliser and
seed is supplied to each farmer to establish
each ha. This is repaid over an average of six
years. Instalments are deducted as a fixed
percentiage before the grower is paid for the
crop (substantially improving the loan col-
lection process).

Assistance to small growers is adminis-
tered by the sugar association’s Financial
Aid Fund, established in 1573, before which
small growers accounted for only 2% of pro-




SUAR NOUSTRY
The toll of urbanisation

Tongaal-Hulett Sugar and some of its em-
ployees are tasting the bitter side of progress.
One of the organisation’s oldest mills, a vic-
tim of Durban’s urban sprawl, will close at

the end. of Sgptember and put 270 out of
work. E'%% %ugcﬁf" '

Just over half of the 500-strong workforce
at the 133-year-old Mount Edgecombe mill,
near Umhlanga, north of Durban, will be
retrenched when the mill closes after pro-
cessing the next season’s cane crop, says
Dick Ridgway, the sugar company’s chair-
man. The remainder either qualify for early
retirement or will be transferred to the
group’s Maidstone Mill. Retrenchment and
severance packages are being negotiated.

It was suggested that the recent drought,
coupled with sugar-industry deregulation,
may have contributed but Ridgway says the
fundamental cause is that there is simply not
enough cane preduction in the area for the
mill to be viable, It has been lost to urban
development. The problem is that more than
80% of milling costs are fixed and unaffected

o 22119
by the level of cane throughput.

Deregulation may have played a part in
that but the abolition of the division-of-pro-
ceeds structures (the method by which mill-
ers and growers divided the net proceeds of
each season’s output) now makes it far less
attractive to keep a relatively unproductive
mill going. Luacts

He adds that arising frgm the closure, the
company is spending R75m on increasing the
capacity of the Maidstone and Darnall mills
near Stanger. “These will be able to accom-
modate the remaining Mount Edgecombe
cane supplies and the company will subsidise
the additional cost to growers of transporting
their cane to the other mills. Mount Edge-
combe mill is now supplied by about
16 000 ha of cane-growing land, of which
about 9 500 is owned by the company.”

The SA Cane Growers’ Association says
the Tongaat announcement was not unex-
pected. The main concern for those growers
who intend staying in sugar cane is the
extent to which Tongaat-Hulett’s transport
subsidies will cover their additional transport
costs.

Mount Edgecombe is not the enly mill to

be affected by the problem of non-agricul-
tural activities encroaching on cane-growing
land. It is understood that Tongaat-Hulett’s
main sugar industry rival, C G Smith, in-
tends relocating its Illovo Mill on the Natal
South Coast to the Eston district in the
Natal Midlands. Like Mount Edgecombe,
much of Illovo’s traditional cane-growing
catchment area has been swallowed up by
residential and commercial development.
The reason for the relocation is that cane
production has been boosted in the Eston
Richmond area,

In general, the takeover of cane fields for
~—development is nothing new. It was partly
responsible, along with sugar-industry
rationalisation, for the closure of six mills
{out of a total of 23) between 1944 and 1962
— ircnically at a time of exceptional growth
in the local sugar industry.

There are now 17 mills in the country,
including Mount Edgecombe and the new
mill being built by Transvaal Sugar near
Komatipoort. The blame for the loss of cane
fields after the war was put on the need for
additional dormitory towns around Durban
and a growing demand for industrial and
commercial enterprise. The post-war boom
in coastal resort development also resulted in
much subdivision of cane lands into residen-
tial lots.

Some people feel, however, that the en-
croachment of the forestry industry on to
land formerly under cane and the two-tier
quota systems (a means of regulating cane
production that is now being phdsed out) had
a far greater impact on the overall amount of
land lost to sugar cane.

Mount Edgecombe mill, built in 1861, was
originally owned by Natal Estates, which
was taken over by the then Hulett Sugar Co
and then after a titanic struggle by S&I
Investments (a consortium formed by Ton-

gaat and C G Smith) in 1962. |
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Tllovo Suga
(& )suGARr

STAFF WRITE
South Aftica’s major sugar produc-
e, Durban-based Ilovo Sugar, is
still not out of the grip of drought -
and now faces its first labour action
over wages.

Almost 1900 unskilled and
semi-skilled workers downed tools
last night to back demands for a
13 percent wage increase, bringing
cane crushing to a stop at five of the
company’s seven mills.

The plants are Pongola in far
northern KwaZulu Natal, Noods-
berg and Eston in the province’s
midlands, and Umzimkulu and Se-
zela on the south coast. Gledhow
and Umfolozi mills accepted Illo-
vo's initial 10 percent offer. :

The company has pegged its

a5

final {Jffer to Food and Allied
Workers” Union negotiators after
mediation at 11,56 percent.

Neither side is prepared to guess
the outcome or extent of the action
— the first procedural work stop-
page in the group.

Hovo — CG Smith Sugar until
assuming the name of one of its old-
est mills and the brand name of its
leading product 12 months ago — is
playing down the sericusness of the
action.

In percentage terms, the differ-
ence between offer and demand is
slight, and the offer compares
favourably with the seftlement fig-
ure of 10 percent at Tongaat-Hulett
Sugar a few months ago.

In addition, the CG Smith
group's sugar business has returned

a‘“ | aces first wage strike
gar 8

strongly:to profit after poor rainfalls
stumped yields in 1993 and last
year.

Glynn Taylor, the chairman, has
forecast taxed profit of R86 million
~— not far off the 1992 level of
R8B9 million - when the group
closes its books at its September 30
year-end. Last year's bottom line
was R49,5 million.

After months of patchy rain,
crop yields remain low and mills are
working below capacity, so the
group can absorb a certain amount
of downtime.

“Tt might add a few days to the
crushing season, nothing much
more,” a source said.

Taylor yesterday put the latest
crop estimate for the group's suppli-
ers at 825 000 fons of cane.
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Awaiting finance details

Tongaat-Hulett's share price touched its
high for the calendar year of just over R46
soon after preliminary results were an-
nounced late in April, and has since drifted
down, to R41,25 earlier this week.

It’s surprising, considering that the strong
results recorded in financial 1995 were by
far the group’s best this decade (see table),

© Apart from a generally lacklustre stock
market so far this year, the most likely ex-
Planation is that investors are waiting for
formal finalisation of Tongaat’s joint ven-
ture in the R1,75bn expansion of the alu-
minium division’s rolled products mill,

Group MD Cedric Savage hopes an an-
nouncement can be made in about six
weeks. The proposal — whereby Tongaat
will sell haif its interest in Hulett Alumini-
um to joint venture parteers the IDC (30%)
and Amic (20%) — remains on track, but a
few important pre-conditions still have_to
|be ironed out. /=777 47/ /2) 78

Some relate to government, mcluding in-
vestment incentives for fixed investment

——
FINANCIAL MAIL » JULY » 14 + 1935« 85

Activities: Sugar, building materials, consumer
food, aluminium, textiles, starch and Qlucose and
property.

Control: Amic 43,5%,

Chairman: C J Saunders, MD: CM L Savage.
Cupital structure: 91,8m ords. Market capitaj-
isation: R3,78bn.

Share market: Price: R41,25. Yields: 2,4% on
dividend; 6,6% on earnings; pie ratio, 15,1; cover,
2,7. 12-month high, R52: low, R36. Trading volume
last quarter, 712 000 shares.

Yeor to March 31 2 ‘g3 ‘4 ‘95
ST debt {(Rm) ....... 64,1 65 2087 1110
LT debt (Rm) ... ... . 216 288 139 61
Debtequity rati . . , . . 014 002 o001 n/a
Shareholdars’ Interest 061 059 o062 0,64
Int & leasing cover . | . 27 35 48 10,7
Return on cap (%) ... 9.9 8,9 87 122
Turnover (Rbr) . ., . . . 397 387 397 4,42
Pre-int profit (Bm).... 284 270 287 409
Pre-int margin (%) ... 6,9 7.0 6,7 93
Earnings (g} ..., .,. 200 239 179 a7
Dividends (c) ....... 73 73 692 0o
Tangible NAV (q). . . . . 2218 2502 2188 2 439

and the rate at which tariff protection is to
be phased down, Probably the most impor-
tant, though, is the conclusion of a raw ma-
terial supply contract with Alusaf,

_ But while it may take a little more time,
It seems unlikely there will be impediments
_here. What appears to be keeping investors
in limbo is finalisation of the financing op-
tions for Tongaat’s 50% of the project.

“We are looking at options,” Savage says,
“with the overriding principle that whatever
form financing takes it will not affect BPS
growth adversely”

Asa precautionary measure, Tongaat wiil

iy
1995  sore:rner

ask shareholders at the AGM on July 28 for
permission to increase authorised share cap-
ital. Savage says a rights issue is not being
considered — rather, Tongaat might want to
issue new ordinary shares for cash in terms
of JSE regulations, that is, up to 10% of
issued share capital in any one year and no
more than 15% over three years.

“It’s possible however that we will use a
combination of options, including offshore
finance for the purchase of equipment.”

The balance sheet has ample capacity to
gear up. Cash holdings exceed total borrow-
ings by nearly R200m, and it can be as-
sumed that a fair proportion of the cost of
the expansion will be met through the sale
of 50% of the aluminium division,

; . be
’s also likely any borrowmg,s can
quIitckly retired through Tongaat’s stti:;gg
cash generation — net cash flow for
more than doubled to R222,4m.

But until details of the financing structure
are spelled out, investors may remain cau-t
tious. While Tongaat is now a very dlffereé'l
combination of businesses than a decade
ago, memories of historical overgearing

probably remain.

85+ FINANCIAL MAIL » JULY » 14 « 1905

The sound operating performance
notched up by what are now seven Tongaat
divisions (property is now a division in its
own right) look set to continue, Particularly
Pleasing is the improved outlook for what
remains the mainstay division, sugar,

Earlier forecasts expected production to
remain hampered to an extent by the
drought. But iate rainfalls into the winter
months in KwaZulu-Natal put early produc-

| tion estimates at just under 600°000 t which

would be about 5% less than last year’s out-'
put. .
Aluminium continues to perform well
with buoyant world prices, and the textiles
division is achieving record volumes, turn-
over and profit. Savage says the building
materials division continues to grow with
the upcycle. _

“Generally, we are gearing for growth,
We remain driven by the need to increase
EPS, and are now working off a low cost
base,” he says.

There is a significant firming in the re-
turn on capital ratio, an area Savage says is
constantly emphasised to managers. The
FM, due to a different definition, calculates
12,2%, though the trend is there, Tongaat’s
ratio is 15,8%, and Savage says it will im-
prove further this year; he is targeting a re-
turn at least equal to the cost of money at
about 18%.

Apart from the overhang of the mill ex-
pansion, the share may have run ahead of
itself last year when interim results indicat-
ed Tongaat was in for a good year,

The significant investment the group is
making in growth and profitability should
bear fruit later. Once the aluminium project
is confirmed and benefits become clearer, it
would not be surprising to see the share.
move into a higher trading band.  Shous ko



NEWS IN BRIEF
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~SWAZILAND and SA would be
« two of five southern African coun-
tries to benefit from the realloca-
tion of almost 18 000 tons of sugar
1mport quotas, the US embassy in
- abane said yesterday.

It said Swaziland, SA, Malawi,
Zimbabwe and Mozambique
- pwould-benefit from proportionate

twhares. of sugar quotas unused by
.|, dndia, Madagascar, Philippines,
Taiwan and Thailand,

|



-

“Sugar industrv ‘internatic 11 etitive’
Sugar industry “internationa y comp

survey by the London-based Landell Milis commodity

E brokers listed SA as the world’s ninth cheapest producer
burean — The SA suga%gdus%yﬂﬁé Z:“osme a with the cost of production 90% that of Europe,
L1

imajor global competitor when the General Agreement In Europe there are massive farmer support sehemes
on Tafiffs and Trade (GATT) ruling had broken down and the protective tariff necessary to support the indys-

trade barriers, $A Sugar Association chairman Dick try is $531 per ton compared with SA’s $160.”
Ridgway said yesterday. The government-commissioned Monitor Report gave
- He told the association’s annual general meeting the’ the sugar industry “5 very positive ranking” on most
SA industry was internationaily competitive on a sus. issues in comparison with competitive industries, Ridg-
tainable basis. It would benefit when GATT had de- way said. It also recognised the fmpact of the European
stroyed trade barriers, creating a Supply and demand Subsidy and tariff protection policy on the world market
situation related directly to market forces, A recent and the consequent need for protection to be granted to

1 domestic industries on 2 worldwide basis,

— — Looking at domestic pricing the report concluded that
“theprice differential between; local and international
Prices compared favourably with other Sugar producing
colntries”. He said the sugar indusiry would comply with

The industry should align itself to government to developl
{ |_Strategies beneficial for SA and the Tegion,




»

£
i

DOoK oo

e oy AT e TR AR ¥

Ty kst ——

o e

X

TC"'"II

expansion sweel

JOHANNESBURG. — Tongaat-Hul-
lett’s expansion projects and perfor-
mance were on track and the group
could expeet strong growth for the
year, according to group chairman

" Chris Saunders.

Speaking at Tongaat-Hullett's annu-
al general meeting, Mr Saunders said,
“we confidently expect to achieve our
objective of real growth in earnings
per share, and attributable profits this
year should show an improvement of

“at least 25 percent over last year”.

“Earnings for the first quarter of
the financial year reflect a satisfac-
tory improvement over those of the
first quarter last
year,” he said.

In yesterday’s statement he said the
board of Tongaat-Hulett had approved
the Afprod’s greenfields project, to be
located east of its Meyerton A
factory.

Work cn the new facility would be-
gin in October and was scheduled for
completion in early 1997.

The plant would have an initial ca-
pacity of 1200 tons of
glucose syrups, corn starch and ani-
mal feeds a day and would enable Af-
prod to resume expofis to Africa and
the Far East, which were suspended
when local demand caused capacity
constraings.

“This development:supplements ex-
pansion of the three plants at Germis-

'Sugar’s prospect; for

L] .
t inde
SUGAR .

fon, Meverton and Bellville o their

maximum capacities,” Mr Saunders
said. '

Final approval for the planned
R1,75 billion expansion of the rolled
products and extrusion operations of
Hullett Aluminiom in Maritzburg
would be given probably within three
months. .

The statement said Anglo American
Industrial Corporation would acquire
20 percent of the project and the In-
dustrial Development Corporation 30
percent with effect from October 1,
subject to the finalisation of share-
holder agreement.

A ten-year raw-materials supply-
agreement was expected to be con-
ciuded by the end of August. The con-
tract was a major pre-condition to the
project because of the high propor-
tionate cost of materials in the fin-
jshed manufactured product, the
statement said.

The project would enable Hullett
Aluminium to meet local demand for
rolled products for the pext 15 years,
Mr Saunders said. g it

W
Addressing sharholders and staff af-
ter thé€ meeting, group managing di-
rector Cedric Savage said the group’s
strategies for sustained real growth in
earnings were working and all divi-
sions had improved their results.

— Sapa. & s
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BY JoN'BEVERLEY

SPECIAL WRITER

The Tongaat Hulett group fook
another step in its expansion plans
on Friday when Chris Saunders,
the group’s chairman, announced
the go-ahead for a R600 million
glucose and starch mill at Meyer-
ton and said that the R1,75 billion
expansion of the aluminum rolling
mill' at Maritzburg would be
announced in about three months,

Speaking at their annual meet-
ing, Saunders said the group was
expecting to lift attributable profit
by 25 percent in the year to next
March -

There would be a real growth in
earnings a share,
Attributable earnings in the

" year to March 31 were R249 million

(R160 million) which translated to
earnings a share of 273,9¢ (178 5c).
Later, at a staff meeting, Cedric
Savage, the managing director, said
the group-had not achieved its tar-
gets..in{ respect of margins
(%"i percent) dnd:ireturn on capital

gzl

Tongaat-Hulett on

track f)'or expa
| ) 3498

employed (15,8 percent) but That

e aluminum, textiles and starch
and glucose divisions were meet-
ing the minimum standard.

“Those trying to close the gap
and who have definite plans to do
50 are sugar, building materials,
foods and property.”

Savage said all divisions were
in a growth mode and investing for
incremental expansion: “We have
more proposals for expansion than
funds available, which is a wel-
come dilemma after the restructur-
ing and retrenching problems of
the past.”

Saunders said the new African
Products (Afprod) sugar and glu-
cose mill would begin construction
in October and was scheduled for
completion early in 1997

It would have an initial capacity
of 1200 tons of glucose syrups,
corn starch and animals feeds a day
allowing Afprod to resume exports
to Africa and the Far East. They had
been halted when domestic de-
mand could not be met,

The plant would permit expan-

sion
(BsmarR

sion to 3 000 tons a day. It supple-
ments expansion of the three plants
at Germiston, Meyerion and Bell-
ville to their maximum capacities.

Regarding the Maritzburg
rolling mill, Saunders said the
shareholders deal with Anglo
American Industrial Corporation,
(due to buy 20 percent), and the
Industrial Development Corpora-
tion, (also buying 20 percent), was
being finalised and would be effec-
tive from October 1,

Akey 10-year raw material sup-
ply agreement in which Hulamin
would buy R1billion worth of
metal a year should be concluded
by the end of August. “The contract
was a major pre-condition because
of the high proportionate cost of
metal in the finished manufactured
product,” Saunders said. .

Other issues still to be resolved
lay with the department of trade
and industry where it was hoped
that a favourable ruling on the
phasing out of tariff protection and
support for investment incentives
would emerge.

[
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* DURBAN — Food-baded Tongaat-
Hulett should show a 25% improve-
ment in attributable profit this year

. as first quarter earnings reflected a

! v ugatisfactory” rise, chairman Chris

Saunders said at the AGM.
Saunders told the meeting the

board had ap~~~ved the RE00m Afri-

can Products Afprod) greenfields
project at Meyerton.
Work would begin in October and

!c P_?‘:};ﬂ. § =_,j

re was scheduled for completion in ear-
R R o
L The starch and glucose plant would
— ‘j * have an initial daily output of 1200
i+ toms and would enable the group to
? . resume exporting to Africa and the
%+ Far East. Design would allow for ex-
pansions up to 3000 tons a day.
Saunders said final approval for
the R1,75bn expansion of Hulett Alu-
minium in Maritzburg would be giv-

' Tongaat-Hulett shareholders

- apprm&%as -rai%ngﬁajﬁjlz%ne'

was expected to take another three
months.

The preconditions included invest-
ment incentives, the rate at which
tariff protection would be phased
down and a Rlbn-a-year raw mate-
rial supply contract with Alusaf.

At a general meeting which fol-
lowed the AGM, shareholders autho-
rised the directors to place for cash
up to 10% of Tongaat’s shares in any
one year — with no more than 15%
over three years — to help fund the
aluminium project.

Saunders said the group was in a
“gound financial position” and capa-
ble of accepting additional borrow-
ings. However, it would not allow the
debt-equity ratio to exceed 40%.

Current projections indicated bor-
rowings would not exceed 25% over
the next decade should both projects
come on stream,
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transforming itself rapidly. More details
will be available in October.”

As part of the consolidation of Nethold,
Richemont injected cash of about $150m
and convertible redeemable preference
shares of $200m (convertible to ords should
Nethold list or which can be bought back
by MIH) into the new company.

At the consolidation, about two months
ago, it was estimated Nethold held cash of
around $200m. That will not cover the ac-
quisition cost, and with Nethold expected to
absorb development costs and show losses
for the next two to three years or so, the
purchase price will not be financed from
cash flow.

Debt could be taken on, though “funded
internally” seems to rule this out. Another
possibility is that Richemont will inject
more cash into Nethold, raising speculation
that Richemeont might increase its stake and
thereby gain control.

Bekker denies this. However, until details
of the funding are clear, such speculation is
likely to continue.

A public relations spokesman for Nethold
was anxious to point out earlier this week
that it was Nethold, not Johann Rupert and
Richemont, which negotiated the deal with
Mediaset’s Silvio Berlusconi and which
formed part of the consortium which is ac-
quiring 19,8% in the Italian former Prime
Minister’s media empire for about $1,1bn.

Initial reports from Europe named Rupert
and Richemont because they are familiar
names in Italy, he said. Cobus Stofberg, for-
merly with MCL and now oversecing the
Italian market for Netheld, and Rob Hersov,
CE of Richemont’s former media arm Ichor
and now a Nethold director, represented
Nethold at the negotiations.

A good working relationship appears to
be in place between the two groups which
control Nethold. Considerable value must
be attached to Bekker and MCL’s experi-
ence in developing pay-TV.

Easier to understand is Nethold’s moti-
vation for the acquisition. Apart from the
need, previously spelled out by Bekker, to
penetrate new markets and rapidly gain the
critical mass necessary to compete globally,
Mediaset is described by analysts as a ma-
ture, profitable business.

Operating three channels in Italy and the
largest advertising subsidiary, it had turnover
of 3 trillion lira (about $1,9bn) in 1994. This
is forecast to rise by about a tenth this year,
with net profit of about 330bn lira. It will not
fall into the loss-making development cat-
egory of other Nethold operations, including
Italian pay-TV company Telepiu, in which
Nethold has a 25% interest.

That means it should not affect Nethold’s
projected turnaround time of two to three
years unless the company has to gear up 1o
make the acquisition. It could speed up the
route to profitability by providing stable
dividend income.

Shaun Harris

2)SUGAR

TONGAAT-HULETT
Ending the drought

The success of maﬂnggt’s re-engi-

neering programme of the past four years
was summed up last week when MD Cedric
Savage told the AGM it was the first time in
eight years -— during which staff numbers
have declined from 50 000 to 23 000 —
that the group could announce an increase
in EPS of more than 50%,

That underpins Tongaat’s strategy of
achieving a basis for sustained real growth
in earnings. A significant

investment programme is |}
under way. Apart from [Y
incremental expansion to [
support the growth of all |
seven divisions, two ma- |
jor planned projects — a
new plant for the starch
& glucose division and
the expansion of the
Hulett aluminium mill —
will absorb at least
R2,1bn over the next few
years,

This has implications
for Tongaat’s share price.
So, too, might board and |
senior management ap-
pointments made last
week, which usherina
new order of young exec-
utives in a flattened man-
agement siructure.

The short-term outlook for earnings
growth is strong. Chairman Chris Saunders
says the first quarter showed a satisfactory
improvement. He is confident full-year at-
tributable profit will rise by at least 25%.
The forecast should be regarded as conser-
vative — 30% or more is likely.

In the longer term, earnings growth will
depend partly on capital projects about to
be embarked on, in particular the successful
conclusion of agreements around the alu-
minium mill expansion and the timing of
the project.

The R600m greenfields expansion for the
new starch & glucose mill, near the Meyer-
ton, Gaunteng, factory has been approved.
Initial grind capacity will be 1 200 t/day,
with the ability to expand to 3 000 t.

The move will enable the division to re-
sume exports (curtailed to meet domestic
demand), develop new markets and meet lo-
cal demand for at least eight years, says
Savage.

Preconditions for approval of the alu-
minium mill expansion still need to be met.
Clarity from government on capital invest-
ment incentives and the scaling down of tar-
iff protection is required. Finalisation of
shareholder agreements with Amic and the
IDC, which together will acquire half of the

Tonguat-Halett's Suva
building for the next century

equity in Hulett Aluminium — appears to
be a formality. Savage expects the precon-
ditions to be met within three months.

Most important is the 10-year raw mate-
rials supply contract with Alusaf. Both par-
ties seek the most favourable deal. Alusaf
will want compensation when world prices
decline; Tongaat must want protection from
the metal’s spikes. Timing is significant. At
present prices, the deal would be worth
about R2m a day to Tongaat.

Lack of details on funding for the project
and the R600m to be spent on the new
starch & glucose mill has almost certainly
been curbing the share price. Savage says
., funds are in place. About

{ R400m will be realised
following last week’s
shareholder approval to
issue for cash new shares
representing 10% of is-
sued share capital. At
least R300m will come
from the Amic-IDC pur-
chase of half of Hulett
§ Aluminium. And Tongaat
has R200m cash.

The consideration now
is the most efficient, pos-
sibly most tax-effective,
form of funding. Saun-
ders says that at no stage
4 will Tongaat allow gear-
| ing to exceed 40%. Cur-
rent projections for the
two main capital projects
indicate gearing should
not exceed 25% within

ﬁ?;f*'l
ge ...

10 yeass, he says.

Succession planning has taken concrete
form. Steven Saunders (35) is to chair the
sugar division and joins the boards of the
starch & glucose and property divisions.
Bruce Dunlop (41) was recently made MD
of the sugar division. Former chairman
Dick Ridgway, Walter Strachan and Kees
van der Pol retired from the main board last
week. Wiseman Nkuhlu has been appointed
to the board and Dunlop has become an al-
ternate director.

Geoff Cleasby and ] B Magwaza have
been made directors of the building mate-
rials division. Magwaza's responsibilities
are to be extended from black economic
empowerment (he has been instrumental in
selling large areas of cane land to small,
black farmers) to include corporate affairs
and public relations.

Richard Baker (44) is MD-designate of
C P C Tongaat Foods and Peter Staude (42)
takes the same title at Hulett Aluminium.

The appointments, especially the infusion
of younger management, should be well re-
ceived by the market. But some analysts be-
lieve the elevation of Steven Saunders may
be viewed as a continuation of the old Dur-
ban family, and Anglo American, custom of
promoting family members., Whatever his
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alter river runs dry
- U—C%) ¢ ql %gtobeexpandéd.

. e
By Jon BEVERLEY

i SPECIAL WRIER

The Glép'dale sugar mill will open this month to
crush about 40 000 tons of cane and then close,
with any further supplies of cane being divert-
ed to the Gledhow mill, )

This is the result of the severe drought in the
Umvoti valley, which, in Febraary this year,
saw the river stop flowing for the first time.

The mill, owned by Lonrho Sugar, will not
close completely as it hyas a contract fo produce
500 tons. of organically grown sugar for which
there is & i)'xf‘oﬁtable niche export market,
Pesticides - T

The company was recently visited by
European experts yho gave permission after
inspecting the fields and the processes at the
mill for the production of organically grown
sugar which is without any of the usual cherni-
cal pesticides. t

Thete is an increasing demand, at premium
prices, for this type of sugar in Europe,

Some modifications and maintenance, pre-
viously deferred because of austerity, is to be
carried put and mill workers will be re-
deployed in the building of a self-owned town-
ship for Glendale's workers,

The directors haye welcomed the govern-
ment's clpe,cision to build a dam on the Umvoti
River. . "t

Much of the cane grown. for 'thé! ill-

depends on irrigation and ' if, "axpécted to
supply Water by 1998, will enable the growing

L R NN i

Sugar mill to

close

The dam will also help to overcome the ray-
ages of past droughts,

A value-added aspect of the mill is a dis-
tillery, which the directors say enjoyed another
successful year.

“Interesting progress is being made with
light-rum products, distilled from cane Juice,
and export markets are being expanded.”. Ly

Lonsugar operates mills and sugar cane
estates in Malawi, Mauritius, Swaziland and
South Africa. .

Earnings for the year to March this year
were up by 49 percent and dividends up by
2 percent and financial results presented &
record for the group. :

Results in Mauritius were affected by
cyclone and in South Africa by the drought, but
Swaziland and Malawi recorded better resudis,

Production of sugar this year is expected to
be about the same as last year, but sales will
benefit because the European Union has alig-
cated additional quotas to the African Carib-
bean Pacific countries of about 330000 tons, -

 Some of this tonnage will come the way of
Lonsugar mills, v

The company has also secured an agree-
ment with Portuguese refiners which..will
enable Mawrifius to cut its exposure to the
world market,

Lonsugar expects an improved average
sugar price for this financial year, which, with
carefully controlled costs, reduced interest
charges and ‘Tncome-frominon-sugarackivities
stich as'toutrism and citrus should ses its profit
grow,
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Sugar estjmate trimmed for poor cane crop

3)SUGHA

DURBAN — SA’s latest Sugar es-
timate for the 1995/96 season hias
been trimmed marginally to
1,680-million tons of raw and re-
fined sugar from the previous es-
timate of 1,686-million, an indus-
try sgokeaman said yesterday.

SA Cane Growers Association
industrial affairs manager Hans
Hackmann said that the estimate
was slightly-lower because of a
poorer quality cane.

“The quality of cane went down .
which delivers less sugar,” he’

said.
“Hopefully the quality will lev-
eloffnow.”

8p14]9]| 1S

He said the cane’s quality was
affected by very late seasonal
rains.

Ideal harvest conditions are
when itis dry.

Hackmann said that about 1,3-
million tons of sugar would go to
the local market, while the rest
would be exported.

A final estimate was expected
by November, shortly before the
geason closed early next year, he
said.

SA’s sugar crop has been sub-
jected to a four-year drought, but
late rains this year could push
next season’s production closer to

“normal” levels of about 2,2-

million tons of sugar, Hackmann
said.

“We just have to hang on and
see what nappens. We pray the
rain comes in the early summer so
the crop can grow.”

Most of the country’s sugar
cane growing regions had received
good rains.

However, Mpumalanga, which
produced about 10% of 8 's sugar,
had experienced a dry year this
year. s
SA exports sugar to, among
other countries, Japan, Korea, Is-
rael and the US, —Reuter.




Sugarbeetplan coulng sdléc;j'ob crisis
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BAST LONDON — The establish-
ment of a sugar beet industry in
the Eastern Cape could be part of
the answer to the provinee’s un-
employment and poverty prob-.
lems, according to agriculture
MEC Tertius Delport.

Delport said yesterday that the
provincial government had spon-
sored a team to travel overseas to
investigate the acquisition of an
inexpensive, or free, sugar beet
mill to énable the industry to get
under way.

A number of sugar beet-grow-
iglg( experiments had been under-
taken in the province and had

KgIBOZG,;?d%/ C 46g the cro

. gone yéry smoothly.

Experts from England had also
visited the province to assess the
suitability of conditions for grow-

éudﬁe
tal p%o s were

“The experim
of a very high quality,” Delport
said. “We will have a better idea
when we can start growing when
we know if they have been able to
secure amill.”

“Obviously the industry must
be viable or we would not be sup-
porting it financially,” he said.

The cost of buying a new sugar
beet processing plant could run in-
to hundreds of millions of rands,
and there could be a saving if the
overseas team was able to secure
the donation of a redundant plant.

Trial plantings were originally
done near Cradock after the end of
the First World War with the idea
of settling ex-servicemen as farm-
ers. However, opposition from Na-
tal cane farmers put an end to any
further development.
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Sugar exports -
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WASHINGTON 'L Thglﬁty

ofraw:siigar SA will be permitted
tirexport;to the US at minimal
taviff-levels is to fall in the year
begiinning October 1 by 15% from
thisuyears figure, under alloca-
tions announced by thé office of
the US Trade Representative.

_SA’s 1994/96 quota was 28 672
metric tons. This drops for the
coming year to 24 220 tons. The
tariff on imports within the quota
ceiling is $0,06 a pound, bui
$0,17¢/1b on-imports above it, a
trade official said.

However, if past experienceis a
guide, SA’s effective quota may in-
erease as a result of the trade of-
fice reallocating the unused quo-
tas of other producers.

-Since June, SA has received
three: separate reallocations tot-
alling more than 5000 tons.
These, including one of 2 967 an-
nounced just last week, will lapse
if not used before September 30.

_Thie office has made the real-
locations at the request of US re-
finers whose demand has. been
outstripping actual -imports.
Countries whose unused quotas
were: shared out in the latest
round included Haiti (21 840 tons)
and the Philippines (15 400).

The unused quotas are given to
producers the office and agricul-
ture 'department believe will be

?B;SF agqeﬂto gli})e%nl 4 5 7. 7
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Hérare — Triangle Sugar Estates in
Zimbabwe said yesterday it had
taken over the entire shareholding
of the Mwenezi Development Corp-
oration from Aberfoyle Investments
with effect from October 1.
Company sources said Triangle,
wholly “owned' by Huletts, paid
Z$30 million -for the company,
among whose assets are the 32 mjl-
tion cubic metre capacity Manyuchi
Dam, Zimbabwe's fifth lafgest dam,
the 15000ha Mwanezana ranch
where the dam is sited, extensive
irrigation: canals and a substantial
housing development scheme,
. The. company’s .asset value is
Z$150.million, the sources said,
Mwenezi's chairman, David
Lewis, 'said Triangle, whose own
15000ha irrigated sugar estates are

g
e .

subsidiary buys
wean corporation
SeeCra g

)U./ IO/ T situated east of the ranch, would

spend Z$250 miltion over the next
two years on developing 3 000ha for
irrigated sugar cane and the clear-
ing remaining 12000ha for cattle
ranching, ‘

The new estate is forecast to pro-
duce 45 000 tons of sugar annually,
using the water of the Manyuchi
dam,

Zimbabwe's annual sugar out-
put is forecast to reach -about
400000 tons in the harvest now
under way, down from last year’s
record 524 000 tons, after five suc-
cessive years of below-average rain-
fall slashed available irrigation
water,

Triangle produces nearly: half of
the output, with most of thetrest by
Anglo America Corporationtowned
Hippo Valley Estated i the
Lowveld. %

L
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"Tongaat-Hulett invests
rment

dEh

: DURBAN - Tbﬁgaéf—ﬂﬁle&'was m\‘lr'é) vedin astring

of black’ eripowerment; ii'rojects‘wbrth more -than

.Rl',2b;|1~,;g1:oupMD Cedric Savage said yesterday. -

. The projects included: an R800m casino invest-
ment; a R400m lov\qecqst;_lljiqi;sing‘ development, and
planis to su%ply Eskom's elect ification programime.
The diversi ed.industrial group gaid it expected the
projéctstobe finalised by the year-end.

. The ¢asino development, .on ‘prime land at Zim-
bali," would be 50% owned by’ vegional black en-
trepreneurs, The housing, development — for 8.000
high-density units at Mount Moriah —was awaiting
official approval from the provincial department of
local housing. : ' ]

Tongaat was currently finalising plans with Es-
kom and the Tndustrial Development Corporation 10
establisha R10m clectrical insulator plant.

Other projects included developing medium-seale

‘black sugar farmers in the'Kearsney and Maidstone-
Darnall areas: /5 5% L '

.. Farmers woul ];ﬂ.:l'f:]flaa.sei aboih 7 Oha each for de-

. d:
5 ‘,velopment,',fﬁndéd by: tHe'<K\wj§Zﬁlh-Nata1 Finance

4 gnd Investment Corporation..- "

0195

The group was a]so ‘c')'dk1 ¢ at reopening a quarry’

.‘:and brick gitéin Grahamstownto ‘create employment
1‘inthearea.s. Lo L

- The facto '“.f-fhad"?"ri'égr'i théi’ﬁay;vn’s second largest:
gmployer after RhodesU niversity. '

However,; ﬁnaﬂcigl approval was still needed from
. PR Vet A '

Savage said the group would meet its targeted
25% growth in attributable income for the six months
to . September, despite the negative effect<of de-
pressed demand. - Iy

Sales of. building materials could have been
tripled had work from the RDP come through, while
the drought had left.the gugar division with tonnage

| down5%at an estimated 590'000 tons for the current

geagon. » % .- P A

ﬁé],‘e:s‘tiﬁu‘.the starch and glucose division and In

alufhinium.were marginally higher, but food product
and textiles had been static.
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By Sean Ro

SAPA

Total sugar production from south-
emn Africa’s three leading produe-
ers, South Africa, Zimbabwe and
Swaziland, ‘is, expected to fall this
season as a result of declining rain-
fall in the regiof.

South Africa, which usually pro-
duces about 2,1 million tons, is

Jooking at a rediiced cxop of proba- |

bly 1,68 million ‘tons this 1995/96
season, which started in April.

The South Aftican —Sugar
Association said late rains had
Affected cane quality, which had in
tiirtaffected yields., . 7- gy

“Expoit : availability yolumes
‘have: subsequeiitly - fallen to about
400000 tons fromi-about 800000
tonsaseasonayear. . . . .

: Dormestic consyjmptionis about
‘1 3milliéntors.” . 4

. Jack Wixley, the chairman of the
association, said, South Africa’s
Jong-term export cominitments o
‘Japan and South Korea had to be
reduced because of fhie smalley ¢10p.
- However, he would not be
drawn or'thie actual volumes des-
tined for Japan and South Korea,
but normal seasonal supply to those
customets was about 500 000 tons.

Wixley also said the agsociation
would not be buying sugar off the
market tossupplement long-term
supply shortfalls.

South Africa’s sugar export pro-

ramme would.probably-continue- .

fhrough to early November, he said.

Tn last year's season South
Africa ‘p];‘oduced 1,67 million tons of
sugar which left 350 000 tons for
export, while in the disastrous

1993 /94 sédson apout 115000 tons

had to belimported, mainly from
Swaziland and Australia following

[EEELE)

‘drawn on likely export volumes

.tion, islooking ata decline in output

‘Sugar Association said output was
. expected to decline t0 420000 tons

it

T me)-ds[mf‘i@
a paltry harvestof 1, 7 million tons.

Meanwhile, Zimbabwe is look-
ing to produce about 485 000 tons of
sugar this season, according to the
Zimbabwe Sugar Assoctation. ,

Although less than the record
523 000 tons harvested last season,
the forecast is an improvement on
recent Crop averages which had
been hit by the near-drought condi-
tions in the regjon.

Earlier this season the refineries
of Zimbabwe Sugar, which monop-
olises the country’s sugar trade, had
to import 25 000 tons of sugar from
Brazil to cover its stocks after the
industry had delayed milling in the
hope that cane fields could take
advantage of late rains.

Zimbabwe's domestic market
consumes about 260 000 tons, which
leaves 225000 tons available for
export this season.

" However, the Zimbabwe associ-
ation’s spokesman would not be

given that stockpile and carry-over
allotments still had to be decided.
In the 1994/95 season Zim-
babwe exported about half of its
523 000 ton Crop; including 46 000
tons and 25000 tons t0 the
Furopean Union and the United
States respectively.
~ Swaziland, which usually pro-
duces a stable sugar harvestas most
of its cane fields are under irriga-

this season following poor rains.
A spokesman for the Swaziland

from about 490 000 tons normally.

However the spokesman said
Swaziland’s contractual export
obligations would not be compro-
mised by the decline in domestic
output this season.
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Illovo Sugar sees output

rising to 8

Nicola Jenvey

DURBAN - Tllovo Sug-
ar expected production
toincrease 45 000 tons to
817500 tons in the
1995/1996 season,- with
the company accounting
for 49% of total sugar
output, chairman Glyn
Taylor said yesterday.
Movo’s production in
non-drought years was
42,5% of total output and
its contributién in the
1994/95 season was
46,6%. Taylor said crop
estimates indicated the
improvement on the
company’s figures last
year, with Sezela and
Umzimkulu on the south
coast leading the field.
The south coast had been
‘the first area to recover
fromthe drought. |
Each area had experi-

estimates . to
tons from 773 000 tons in
the 1994/95 season., ..
IMovo operated seven
sugar mills,

cane-growing  -estates,

and the group produced .

four . of ;
which had refineries at-
tached. There were five

a variety of downstream
by-products.

The drought experi-
enced on the north coast
had reduced the group’s
contributions to the in-
dustry, Tongaat-Hiilett
group MD Cedric Savage
said. This was estimated
at 590 000 tons for the
1985/96 season, a 5%
drop on last season’s
630 000-ton contribution
and accounted for only
60% of Tongaat-Hulett’s
full sugar capacity.

It meant the group
would contribute about
36% towards total sugar
production in the cur-
rent season,

Poor rainfall was
mainly to blame. Savage
said raing had been “on
target” uritil June this

. year, but over. the: past

" three months, KwaZulu-
enced a. 15 000-ton im- * :
provement in output and
:would push Illovo’s érop”
817 500"

. Natal'had 'experienced

term méan average. -
: “These figures could
be altéred 'if there are

- good, ‘steady rains over

;;‘theTnfxtfewmonths.”' 1
;v ~The' group operate
[five sugar mills, a cen-
tral refinery in Durban,
| several. sugar estates
dnd a’cane and sugar

only '35% of the long-

17 000 tons

&0 g/lojas (BD=ueAr

transport division.

An SA Sugar Associ-
ation spokesman said
the October estimates
were down marginally
from September at 1,68-
million tons. The crop
cycle was almost com-
plete and the figure was
not likely to change sig-
nificantly for .the re-
mainder of the season.

However, good rains
until April would im-
prove the 1996/97.crop.
Before the drought, av-
erage production’ ‘was
2,2-million tons, but
since 1991 several new
glayers,' whose capaci

ad yet to be realised,
had entered the market.
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[llovo beats drought and
posts year-end sweetener

Nicola Jenvey”

DUBBAN — Illovo Sugar hoisted at-
tributable profit 68% to R93,2m in the
year to September after recovering
from the extended drought in the
EwaZulu-Natal sugar belt, and
sharply increasing production.

Share earnings rose to 59,1c from
35,2c, and a 14c (9,5¢) final dividend
was declared, lifting total distribution
to23¢ (14c) -

Chairman Glyn Taylor said the CG
Smith-controlled sugar producer grew
turnover 31% to R1,5bn (R1,2bn) as it
continued its drought recovery. Oper-
ating profit nearly doubled to R179,5m
(R92,1m), of which 83% was derived
from sugar and the balance from down-
stream by-products.

Costs related to the relocation of the
Eston mill pushed net financing costs
up 24% to R28,8m, while higher prof-
its, a reduction in the value of new
plant brought into use and increased
provision for bad debts raized the ef
fective tax rate to 39,4% (28%).

Taylor said higher production in-
1924/95 had enable Illovo Sugar to
achieve first half earnings of R41,7m
(R8,6m), while earnings for the second
halfhad amounted to B51,5m.

‘ AHIES

+ year was promising and ‘forecasts for

SUGTR

- The ey éuitleok for the current

the first six months were for a 20% in-
ereasein earnings,

“Provided that the weather condi-
tions and rainfall in the coming sum-
mer months are near normal, the earn-
ings for the full year will show a sat-
isfactory improvement in real terms,"
he said.

Crop estimates for 1995/96 of
819 000 tons represented a 46 000-ton
improvement on the previous year and
the group expected its industry share
toamount to 48,5%.

“While pleasing, the tonnages still
remain well below our capacity to pro-
duce a million tons of sugar in a normal
season. Drought conditions did contin-
ue, but their effect on Illovo was less-
ened by a wide geographic mill spread
and a mix of cane supplies — irrigated,
coastal and inland,” Taylor said,

Commenting on the downstream in-
dustries, he said significantly higher
rﬁtuil"lilrsﬂ]\-v!v;le aclﬁielveld at Sezela with
the cohol plant operating at
full capacity. The Merebank plant had
again produced record volumes of high
quality alcohol and significant growth
in exports was achieved in both tradi-
tional and new markets.
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BY JOHN SHERROCKS

Durban — lilovo Sugar’s attribut-
able edrnings imptoved 68 percent
to R93,2 million for the year ended
September because of substantially
higher sugar productiott. .,
“Drought conditions continued
to persist in many areas of the
industry but their effect on the com-

wide geographic spread of its mills

managing director Don MacLeod.
Turnover rose 31percent to
R15 billion (R1,2 biliion). .

cent to R179 million (R92 million);
83 percent of operating, profit ‘was
detived from sugar with the balance
accrying from by-products.

. 'Earnings a share climbed 6§ per-
cent 1659, 1c (35,2c). A dividend of
23c (140) yg;j"}shdeclared. e

Net fianciig costs rose 24 per-
cent:fp? R2 5_;8 million and.the effec-

tive tax ,,r%g’ "Was 39,4 percent com-
%

‘pany was lessened (because of) the -

and mix of cane supplies,” said )

P e
P

Higher $ugar production

MMovo’s earn

vetating profit jumped 95 per- -

| pared with 28 percent last year,

MacLeod attributed the increase
in financing costs to the relocation
of the Eston mill and higher interest
rates,

Above-average rainfall on the
south coast and the diversion of
cane from Eston had a positive
effect on the Sezela furfural opera-
tions and production was restored
to near-normal levels,

Lower furfural production in

Y%
S 0

:4% er(pm )% | I%
China and the Philippines pushed
prices to four-year highs.

“The Merebank plant again pro-
duced record volumes of high qual-
ity alcohol and significant growth in
exports was achieved in both tradi-
tional and new markets,”

Noting that rainfall would be a
pivotal factor, MacLeod deseribed
prospects for the year ahead as
promising, The forecast for the first
six months shows increased earn-
ings of about 20 percent.

There have been further crop
improvements this season and the
production estimate of 819 000 tons
of sugar represents an increase of
46 000 tons over 1994/95. The com-
pany’s share of overall industry
production is set fo rise to about
48,5 percent. '

MacLeod said the programme to
sell more than 50 cane farms of
between 55ha and 100ha to emerg-
ing black farmers was on target. To
date, 5600ha have been sold for
R22,3 million.
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Durban —In a multimillion rand
black  economic empowerment
drive the country’s two leading
Sugar companies are to sell 100
medium-sized farms in KwaZuly
Natal to black growers,

To help ensure the success of the
ventures, Tongaat Hulett and Hlovo
Sugar are to subsidise interest pay-
ments on the loans being provided
by the KwaZulu NatalFipance and
Investment Corporation C} for
five yearson a declining scale,

For its R44 miilion préject,
Tongaat Hulett has selected prime
cane land in the Maidstone, Darna]l
and Kearsney districts for subdivi-
sion into 70ha units,

~ The first four farms, being sold
for an average of just under R1 mil-
lion each, were officially handed
over to four former Tongaat Hulett
employees yesterday. A forther 13
farms should be under new owner-
ship by the end of this year. Al 50
farms targeted by the group should
have changed hands by 1997.

Tongaat Hulett employees are
to be given first option, but consid-,
eration will be given to outside
applicants meeting business acu-
men, technical capability and credit
rating criteria,

Tlovo is to sell 50 farms under
cane, ranging from 55ha to 100ha.

to

Glyn Taylor, the Tiovo chair-
man, said the black growers pro-
gramme was Exm of a fuller farm
sale project, which has already seen
5600ha sold for R22,3 miliion,

Twelve black buyers, selected
from 120 applicants, would take
occupation this month, with anoth-
er eight due to move in by year-end
at Mid-llovo in the Midlands and
Shakaskraal on the north coast, In
the pipeline for subdivision is

anather. §000ha of. land on the

south coast. .

Long-term cane supply deals
have been signed befween the buy-
ers and Ifovo,

Both companies are offering
technical and managerial support,

Cedric Savage, the Tongaat
Hulett managing director, said the
group was involved in a number of
black economic €mpowerment pro-
jects ranging from a joint casino
development to the sale of a brick-
works in Grahamstown,

JBMagwaza, the Tongaat Hulett
group executive director, wamed
that unless South African compa-
nies “embraced and engaged very
seriously black economic empow-
erment, the future would be very
bleak”.

Marius Spies, the KFC executive
director, said loan subsidisation by

the companies had enabled the,

financial barriers to be cleared,

|
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Sugar groups
give boost
farmers
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Durban — KwaZulu Natals b1ggesﬁ corpo-
rate; group, Tongaat-Hulett, outdid fore-
casts, posting a 353 percent increase in
earnings a share to 150,6¢ (111,3¢) for the six
manths to the end of September. -

+ Sales volumes from the sugar ¢ dmsron
were marginally higher but the drought *
continued to affect performance. Rainfall
during the July to November penpd was
only 50 percent of the long-term median.

Sugar production from group esrates for
the year was expected to be about 6ipercent

down. on last year's quota, equallmg a .
" amounted to R124,4 million and an estimat-

35 percent industry share. ©

Turnover for the half-year improved by
16,3jpercent ito R2,2 billion (R1, 9!b11110n)
and operating profit from continuing oper-
ations-for the half-year rose by 33,7 percent
to R214,7 million (R160 6 m11hon) on
improved margins,

Net interest paid was also sharply
reduced to R2,9 million (R17,3 million) as a
result of lowerdverage. bormwmgs, for a

T

casts
3 smma

imp y 37,2 percent to R138,7 million
(RI101,L millon),

‘Details of a share capitalisation award is '

to be announced on November 27.

Shareholders may elect to receive an
interim dividend of 40c — a 33 peroent
increase on last year.

“The balance sheet remains sound and
the net debt to equity ratio, after taking into
account cash resources of R136,2 million, is
10 percent, which is satisfactory at the end
of what is traditionally the cash-absorbing
half of the year” said group managing
 director Cedric Savage.

“Capital expenditure’ in the period

ed further R140,3 million .will be spent
before the year end”

The final go-ahead for the R1, § billion
- rolled-products. expansiort for Hulett Alu-
miinitun was: still . awaiting ‘4 - sausfactory
- decision’ by, the govemment ori terms of a |
phased reduction in tariff protechon

Savage said " financing’ arrangements

4 were being; negotlated He attribuited" the’

40,1 percent improvement in pre-tax proﬁh 2 disapthmhng performance of the}b%ﬂmng

to R221,8 million (R151,2 million), Taxation ..
absorbed R73,3 million (R50,3 million) and .
after-tax earnings before exceptional items :

,(

_materials division to the continued’ delay in
.RDP delrvery and the-failure:of the usual
August to Decembet seasonal surge o

b
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Tonga
benefit of

Nicola.Jenvey

DURBAN — Tongaat-Hulett’s at-
tributable earnings rose 37,2% to
R138,7m for the six months to
September as the industrial group
continued to reap the benefit of

16,3% to R2,2bn,
with strong performances from its
g{operty, and starch

past reshaping.
Sales rose

aluminium,
and glucose

3

visions offsetting a
disappointing showing from budld

ing materials, foods and textiles.
Operating profit

34% to R214,7m, with
rationalisation bolstering mar-
Finance charges fell to
R2,9m from R17,3m, leaving pre-
rofitup 40,1% at R211,8m.

are earnings rose to 150,6¢
111,3c, while the
interim dividend rose 10c to 40c.
The group will agai

ging.
tax
from a previous
alternative.

Group MD
the earnings

restructure.
Though

Tongaat was

rose nearl

n offer a scrip

Cedric Savage said
growth had contin-
ued the rehabilitation in Ton-
gaat’s performance since its

growth in the second
half was likely to be lower, he said
still heading for a

full-year outturn of at least 30%.

Savage said the
continued to be rein

sugar division
ed in by the

v 3k
t

Hulett reaps the

y

last year's

drought and the 1995/96
tion was expected to be 6%
than the previous season.
contribution
would be 35%.

months amounte

starch and glacose
expansion.
The aluminium

agesaid.

world prices.

produc-

lower
Group
to industry share

Capital expenditure in the six
d to R124,4m
with a further R140,3m due to be
spent before year-end, as con-
struction began on its R615,7m
Greenfields

division had
turned in a record showing, Sav-

This was despite growing com-
petition from imports and lower

The group was still waiting for
«q gatisfactory decision” from gov-

the iff protection
phase-down before approving the
R1,8bn Hulett Aluminium project,
he said.

Savage would hold the first of
another series of meetings with
government today and hoped for a
final decision within a month.

Demand for starches and glu-
cose syrup had remained at ast
year’s lovel, but was now icking
up, while the property ivision
was gaining from sustained busi-
ness and consumer confidence in
KwaZulu-Natal.

But the continued delay on re-
construction and development
programme projects and the low
seasonal surge between August to
December had contributed to be-
low-budget returns in the building
materials division.

Delayed commissioning of the
CPC-designed factory at Klerks-
dorp and depressed food sales re-
duced the consumer foods division ~
results.

Tongaat-Hulett's textile divi-
gion suffered pressure on margins
following an increase in illegal
imports.

Savage said that although 1ocal
demand was weak, production
had been reduced slightly and the
financial results of the low-cost
divisionhadproved“satisfactory”. l
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NRB posts mediocre halt-ye
EELTPR) 7%

By SHIRLEY JONES

Durban — Lagging behind the rest of
the banking sector, New Republic
Bank posted fairly pedestrian results
for the six months to September this
year.

Maintaining its dividend at 7c a
share, the bank saw pre-tax income
increase 16,3 percent to R8,6 million
(R7.4 million) and income attributable
to shareholders inch up 8,9 percent to

R7 million (R6,4 million).
However, earnings a share
decreased slightly to 24,1c from 25,9¢

on a higher weighted-average number
of shares in issue.

Net interest income was down to
R30,2 million from R31 million and
total income dropped marginally from
R36,9 million to R36,7 million.

This comes against a background
of considerable growth in capital and
assets over the past few years.

Bad and doubtful debts were
reduced slightly to R5,9 million, repre-
senting 1 percent of advances on an
annualised basis. The group’s general
and specific debt provisions carried
forward were R15,6 million, or 1,3 per-

results

cent of gross advances.

Advances showed no material
increase because of the bank's policy of
containing growth in this area during
the upgrading of systems, concenirat-
ing on improving the quality of
advances and the phasing out of core
local trade finance as an advances
product.

However, managing director Mac
Mia said the group was in the grip of a
rigorous rationalisation programimne.
He said the upgrading and rational-
isation of systems would usher in
further growth.

Engen optimistic
oo wells

iy )

By CHARLOTTE MATHEWS

CTH ,I 7”7 g
]ohannesburg&—t ngci Expl?ration

(Congo), a wholly owned subsidiary of
Engen, has reported positive tesults
from the ol well Moho Marine 1 in the
haute mer exploration permit, it said
yesterday.

An analyst, who asked not to be
named, said the find looked promising
and could be positive for the compa-
ny's oil exploration arm. Engen
announced in August that it planned to
list its oil exploration and production
assets separately.

According to the analyst, the well
tests at Moho Marine 1, which showed
flow tates of 3500 barrels a day and
2200 barrels a day on two levels, were
significant in relation to Engen
Exploration’s other fields. The proxi-
mity of this field to the Nkossa field,
15km eastwards, would also enhance
its viability.

Engen said further work would be
be necessary to evaluate the importance
of the discovery. The permit is operated
by Elf Congo, which has a 51 percent
stake. Chevron Overseas holds 30 per-
cent, Hydro-Congo 15 percent and
Engen Exploration {Congo} 4 percent.

Lonhro Sugar lifts

attributable prof

eT(AR )17/ : !
Bvamom’M.mgws ) / /7 The directors said there had been a
substantial improvement at Sucoma in
Johannesburg — Lontho Sugar of ~Malawi where production was higher
Swaziland, which is 94percent owned  and good . Average prices were
by Lonrho International, lifted attribut- ~ achieved, while the-Dwangwa estate,
able profit 29 percent to 86,7 million  also in Malawi, continued to produce
Emalangeni (R86,7 million) in the six  excellent results.
months to September compared with The Glendale estate in South Africa
the same period last year,in line with  was affected by the drought while in
forecasts. Swaziland, unusually cold and dry

The company has changed the
basis of its accounting and restated the
comparative figures. Previously it
reported interim results at half the pro-
jected profit for the full year.

The directors said the seasonal
nature of the group’s business meant
;hat most profit was earned in the first

alf,

In the second half of the financial
year annual production was completed
and canelands and sugar factories
maintained for the next season.

Total turnover rose by 29 percent to
E540,8 million on which profit before
depreciation was 36 percent better at
E216,8 million.

On earnings of 72,5¢ (56,4c) a share,
an interim dividend of 19¢ (13c) was
declared.

conditions during the growing season
made it impossible to repeat last year’s
record season.

Both Ubombo and the Mauritian
estates improved their performances,
aided partly by higher average prices.

The current financial year should
show a continued growth in eamnings
over last year.

Higher production in Malawi
should compensate for lower out-turns
at Ubombo.

High average prices are expected to
hold for the rest of the year owing to
the new “special preferential sugar”
quota being delivered to the European
Union, in addition to the normal Africa
Caribbean Pacific’s quota entitlements
from Malawi, Mauritius and Swazi-
land.
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Yuri Thumibran in operating profit to 2042
R million emalengeni (147,8-
'SWAIZILAND-,based Lonrho Sug- million). The interest charge in-

ar lifted attributable profit 29% to cyeased to 14,5-million emalen-

86,7-million emalengeni for the
gix months. 1o, September after
benefiting from improved selling
priceslocally and internationally
~ Thig translated into hare

- g
carnings of 72,5¢ (_56,4(:), and a

. proposed interim dividend of 19¢

" smiltinational Lonrho

(;130.). The results, reflected in
amalengeni which corresponds to
the SA rand, showed the UK
] gubsidiary
iniproved total furnover to 540,8-
million einalengeni (417,3-
fnillion) -after good performances
from Malawian operations Suco-
ma and Dwanga. .

b Depreciation increased slightly
to 12,7-million emalengeni (11,6-
I'_nilllion), regulting in an increase
' RN

s

geni (8,4-million) with the tax bill

coming in at 42,2-million emalen-

geni; up from the previous period’s
) *‘.32-1riillion.

Directors said higher gales rev
enue was able to compensate fo
the effect of inflation on operatin,
cost during the review period.

Although the SA drought.w.
ghowing signs of abating, ' th
quality of sugar at SA operatio:
(Yendale had been badly affected
reducing its 3)roﬁt. N

They said it was not possible tg
repeat the vecord season experi
enced in Swaziland in 1994/95
due to-theunusual cold and dry
conditions experienced during the

past growing season.

-



New sugar cane variety produced

ar( %R )zl

Durban—The South African Sugar
Association’s experiment station at Mount
Edgecombe has developed and released a
more productive and disease resistant variety
of sugar cane, and couid release a further two
by the end of the year.

This marks the realisation of some of the
station’s maj = objectives: the production of
new cane varicties which provide maximum
economic returns, optimisation of productiv-
ity of varieties, the development and promo-
tion of sound farming practices and the trans-
fer of appropriate and cost effective technolo-
gy to the sugar growing community.

In the station's annual report, the chair-
man, Clive Halse, noted that despite
significant downsizing of experiment station

By SHIRLEY JONES

Injas (=

operations, the operafion had succeeded in
building a more client-driven service.

He said that the training and extension
provided from Mount Edgecombe to the
small grower community would contribute
towards the RDP in KwaZulu Natal.

Halse pointed out that austerity measures
had contained expenditure increases to less
than 7,5 percent for the third year in a row, 2
figure which was well below inflation.

Between April 1 last year and March 31
this year gross expenditure amounted to
R31,2 miltion of which R29,5 million was
recurrent and R1,7 million capital.

Income from the year was R4 million,
leaving net expenditure of R21,9 million,
which was R4 million less than during 1993-
1994,

]




CG Smith expected to

S e

STRONG earnings growth from Illovo
Sugar and ICS should help the CG
Smithk (CGS) group improve earnings
at least 30% for the year to September
— against a 12,6% rise to R499,3m last
year —when it releases resulta today.
Most analysta expect its subsidiary
CG Smith Foods — which accounts for

“~ about 60% of group earnings - to raise

earnings 32% to 35% when it releases
_year-end regults at the same time.

“But you can practically ignore CGS
Foods as most of the numbers are out
already and it is just a conduit into
CGS itself,” said one analyst, who did
not wantto be named,

. ings, posted a 27% hike
‘tlﬁgsmmonthsto Y

0%
Ay 2[7n /3¢

Diversified protein food grou ICs
lifted earnings 41% to R108m during

the review period and Mlovo saw earn- -

ings surge 68% to R93,2m, baged large-
i;lgosn a recovery from the drought in
KwaZulu-Natal.

As their growth had come off a low
base, neitll;:ll:f was hkelirﬂ:lo m.:.a.mtanl:;1 13
earnings performance this year, wi
meant CGS might show earnings
growth in the region of only 20% to 25%
during that period, analysts said.
Packaging group Nampak, one of

biggest single contributors to

CGS's earnings, reported a 31% rigein -

attributable earnings to R458m. Tiger
Oats, which CGS Foods was
responsible for about 50% of CGS earn-

in earnings for
But results from Tiger and i\Tan‘xpak

. came in at the high end of most an-

alysts’ expectations and few the

companies to maintain that level of

earnings growth in the coming year,

One analyst said the key to main-
taining growth in SA’s food industry
was to adjust cost structures and exit;
unprofitable operations so that growth
was possible in the face of below infla-
tion priceincreases.

Tiger was fortunate in that it had a
number of very strong brands which
Eoul:_idl_nelp maintgin earnings growth,
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Tongaat-Hulett develops

its taste for sweet SUC

CEDRIC Savage’s com-
ments about lower-than-
average rainfall came a
week too soon but it is a
matter on which he is hap-
py to have erred.

The Tongaat-Hulett
managing director’s com-
ments came with the di-
versified group’s interim
results to September, an-
nounced a week ago.
Turnover from the group’s
seven operating divisions
climbed 16% to R22-bil-
lion and earnings a share
by 35% to 150,6¢.

“Sugar is a fairly robust
crop but four successive
years of drought haven't
done it much good,” says
Mr Savage. The latest es-
timate for Tongaat’s 1995
sugar crop is 585 000 tons
— 6% below last year’s.
Grown on 35000ha, Ton-
gaat’s sugar accounts for a
third of the SA share of in-
dustry production.

The land on which sugar
is grown is in demand for
alternative mse and Mr
Savage says the best re-
turns have to be worked
out carefully. Tongaat's
property division carries
out the analysis. It is the
leading  developer in
KwaZulu-Natal and makes
.a substantial contribution
to cash flow and profit. In

the year to March, prop-

FROM CHANGE

(0ll) 838-7882

1650804

erty chipped in R13,5-mil-
lion and is expected to do
much better this year.

The big profit contribu-
tors are sugar, aluminium
and starch and glucose, fol-
lowed by textiles, building
materials, property and
consumer foods. Tongaat’s
biggest project, the expan-
sion at Huiett Aluminium
in Maritzburg, is also the
largest ever to be under-
taken without government
incentives of any kind.
Produection capacity at the
rolled products plant will
be trebled to 150 000 tons a
year.

Ttemised at R1,75-bil-
lion, Mr Savage says the
escalated cost wili exceed
R3-billion. “It involves the
installation of hot-rolling
facilities to produce a mul-
ti-purpose range of alu-
minium products.” One
such application will be
can ends and whole can
bodies for use in the bev-
erage industry — these
will be supplied to Rheem,
the = drinks-can maker
owned by Highveld,

The penultimate hurdle
was close to conclusion

‘this week when Tongaat

and Alusaf approached
agreement on a contract fo
supply the plant with R2-
million a day worth of alu-
minium - no smail beer.
“The cost of aluminium is
the largest input cost in the
whole process,”. says Mr
Savage. The Hulett plant

, . i
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adds 50% on to the value of
the raw material in the
downstream process.

The final hurdle con-
cerns tariff reduction. The
government and Tongaat
had agreed on a reduction
in tariff protection from
22% to 15% — a figure en-
dorsed by the Uruguay
round of Gatt {alks earlier
this year. But the govern-
ment now wants to phase
down to 10%.

“There are plenty of ex-
amples of higher protec-
tion for example,
Brazil's exceeds 20%,”
says Mr Savage. “We can
agree to go to 10%, but dif-
fer on the time horizon.
However, I am confident
that we will resolve the is-
sue before the end of the
year. Once we have, the
project can get under way
almost 1mmed1ately "It

will take three years to
commissioning, and should
run optimally from about
year six. Mr Savage says
aluminium is a growth
metal used in many new
applications.

To fund the project, Ton-
gaat has sold a half inter-
est in its aluminium divi-
sion, 30% to the Industrial
Development Corporation
and 20% to Amic. “We
started by looking at the
project’s end to:see how
much we could -afford to
keep and what fo sell. By
keeping half, we can still
achieve our group objec-
tive of real growth in earn-
ings for shareholders.”

The scale of the alumini-
um project overshadows
what in its own right is an
enormous greenfields pro-
-ject at Tongaat’s African
Products to make starches

oy |

and glucose rups. Both
projects are intended to
meet local and export de-
mand.

Tongaat manages to ex-
port textiles and many oth-
er products into what is a
hostile world.

“I went to the Far East
this year and saw how
ruthless some of the
world’s companies can be,
They simply close a facto-
ry and move it to & devel-
oping country next door
where wages are as little
as $15 a month. There is no
concept of social responsi-
bility and for South
Africans if is a bit of a
shock to see.”

A former Sacob chair-
man, Mr Savage has been
invited by the government
of Australia to visit the

" countrito-discuss mdustry
policy  matters- this
month.

Mr Savage describes the
stakeholders in Tongaat as

Team South Africa. “It is
not a cdse of management
against government or
labour, It is all of us‘to-
gether against competi-
tors from the rest of the
world. We don’t need to ar-
gue mternally, we khave to
find solutions.” ‘%%

I chose Tongaat Huletf

. as one of my top 207 "shares

over five years and I’m not
looking for an early sub-
stitution, At a year’s high,
of R54,50, the share i on 17

C@S?

times’ ‘the past 12 months 4 —

earnmgs

The whole market is: fly-
ing, but Tongaat 'can, be
bought on any setback.
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‘Concerns over cheap sugar
"3 ) SUCAR

Nicola Jen .

p %%9 19)12{4s
DURBAN — The SA sugar industry
has requésted government assistance
in curbing the growth in cheaper sugar
imports from Swaziland, Dlove Sugar
chairman' Glyn Tgf(lor gaid in the
group’s latest annual report.

Representatives from the SA and
Swazi sugar industries would meet
soon to thrash out the problem, and it
was hoped a satisfactory outcome
would be achieved, he said.

Taylor said Swaziland maintained
lower sugar prices than SA as it ben-
efited from favourable export prices to
Europe under the Lome Convention
and to the USunder the quota system.

" Beeause the SA domestic price was
higher than the world price, Swaziland
was selling its cheaper sugar in this
.country and its sales volumes had ri-
sen to 146 000 tons in 1995 from 25 000
tonsin 1991.

Tt is a serious concern that the
growth in the domestic sugar market

hasbeenmet by the incursion of cheap- |

er sugars from Swaziland,” he said.

Taylor said the early outlook for the
current year to September was promis-
ing and interim earninge could jm-
prove 20% over 1995.

Tr

dict the 1996/97 sugar season, in
tions were that summer rains would be
near normal levels and production vol-
wmes would rise. -
THovo's downstream by-product op-
erations were also to have a
good year with sharply higher earn-
ings from aleohol due to im-

Although it was still too early to d;J)re-
ca-

- proved export prices.

Mlove posted a 68% rise in at-
tributable profits to R93,2m for the
year to September 1995, comprising
R41,7m for the second half of the
1994/95 sugar season and R51,6m for
the first half of the current season.

The group’s substantially higher
gugar production in the 1994/95 season
had 1aid the groundwork for the recov-
ery, with earnings for the six months to
March 1995 up 391% on the corre-
sponding period in 1994.

“This served to remind us of the
severity of the drought and its damag-
ing effects on comfs(ny performance.
Future growth is likely to revert to
more normal levels,” Taylor said.

Tlovo's estimated production of

819 000 tons for 1995/96 was 46 000

tons higher than last season and would
contribute about 48,5% to overall in-
dustry production. ,
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Concerns over cheap sygar

Suei

Nicola Jenvey
DURBAN — The SA sugar industry
has requested government assistance
in curbing the growth in cheaper sugar
imports from Swaziland, Nllove Sugar
chairman Glyn Taylor said in the
group’s latest annual report.

Representatives from the SA and
Swazi sugar industries would meet
soon to thrash out the problem, and it
was hoped a satisfactory outcome
would be achieved, he said,

Taylor said Swaziland maintained
lower sugar prices than SA as it ben-
efited from favourable export prices to
Europe under the Lome Cenvention
and to the US under the quota system.

Because the SA domestic price was
higher than the world price, Swaziland
was selling its cheaper sugar in this
country and its sales volumes had ri-
sen to 146 000 tons in 1995 from 25 000
tonsin 1991, .

“It is'a serious concern that the
growth in the domestic sugar market

as been met by the incursion of cheap-
er sugars from Swaziland,” he said.

Taylor said the early outlook for the
current year to September was promis-
ing and interim earnings could im-
prove 20% over 1996.

Jng effects on com]p;i:y

Although it was still too early to pre-
dict the 1996/97 sugar seaseon, indica-
tions were that summer rains wonld be
near normal levels and preduction vol-
umes would rise.

Tlovo’s downstream by-gmduct op-
erations were also expected to have a
pood year with sharply higher earn-
ings from furfural alcohol due to im-
proved export prices.

Tlovo posted a 68% rise in at-
tributable profits to R93,2m for the
year to September 1995, comprising
R4A1L,7Tm for the second half of the
1994/95 sugar season and R51,5m for
the first halfof the current season.

The group’s substantiaily higher
gugar production in the 1994/95 season
had laid the groumdwork for the recov-
ery, with earnings for the six months to
March 1995 up 391% on the corre-
sponding period in 1984.

“This served to remind us of the
geverity of the drought and its damag-
i performance.
Future growth is likely to revert to [
more normal levels,” Taylor said.

Illovo’s - estimated produdtion of
819 000 tons for 1995/96 was 46 000
tons higher than last season and would
contribute about 48,5% to overall in-
dustry production. .
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Tloyo changes
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Sugar group Illovo has
announced a new executive
structuze to fit its decision to
decentralise. S

'Managing director Don
MacLeod said in the
company’s house magazine,
‘which was released in
Durban yesterday, that
operating centres, ware-
housing and marketing will
be treated as profit centres. .,

Meanwhile, the group,
whith saw annual profit
recover., to  R93,2 million,
said ‘it its recent annual
report.‘that southern Africa
needed’ a sugar protocol
under which all producers
in the region would partici-
pate in all the preferentially
priced markets on a fair and
equitable basis.

Chairman ‘Glyn Taylor
said it was a matter of

ot

er (PR )2z

concern that, over several
years, the growth that had
taken place in the domestic

“sugar market had been met

by the incursion of cheaper
sugar from Swaziland.

Price

“Swaziland’s ability to
maintain a lower price for
sugar arises mainly from the
fact that it enjoys favourable
prices for sugar exported to
Europe under the Lomé con-
vention and from the United
States under that country’s
quota scheme,” Taylor said.

In terms of these
arrangements, about 216 000
tons of sugar, nearly 50 per-
cent of Swaziland's total
production, is priced at
levels well above the South
African domestic price,

By contiast, South Africa
has an export quota of about

‘ ﬁeé)uﬁ{f

cture

=<

tons for the United
States and no other preferen-
tial markets.

“Against this back-
ground, the Swazi sugar
industry’s high fixed costs of
production ~ are largely
covered by its preferentially
priced exports, leaving alow
variable cost to be met in its
small domestic market and
the world export market.

“As the South African
domestic price has been
higher than the world price,
it has been attractive for
Swaziland to sell its cheaper
sugar into the region.

Swaziland's sales vol-
umes have increased from
25 000 tons in 1991 to an esti-
mated 146 000 tons this year.

The local industry has
appealed to the government
to assist in persuading
Swaziland fo  exercise
restraint.

S
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SUGAR INDUSTRY——ZHTAR
Sweetness and light

e 20/6/7%
Last week s{w the ]ﬁ%lcléf a/IZoject

aimed at uplifting impoverished rural com-
munities with links to the sugar industry.

President Nelson Mandela gave R12m to
the SA Sugar Association Small Grower
Development Trust’s Siyakha (building to-
gether) programme,

The money, channelled through the na-
tional community-based Public Works Pro-

gramme, is destined for the improvement
and construction of infrastructure for people
living in sugar growing areas of KwaZulu-
Natal, the Eastern Cape and the Eastern
Transvaal — an arca populated by about
2,5m people.

‘What is significant is that Public Works
Minister Jeff Radebe is using, rather than
duplicating, administrative facilities estab-
lished by the sugar industry to assist com-
munities impoverished during the four-year
drought.

There are several important spin-offs
from this, the most notable of which is that
virtually all of the R12m will be channelled
directly into projects rather than funding a
bureaucracy.

Other advantages are that the joint venture
should encourage private-sector financial
and technical contributions to the pro-
gramine. The cash injection comes as the in-
dustry tries to extricate itself from the bur-
den of bringing about upliftment in sugar
industry-dependent communities. The indus-
try insists that, to remain internationally
competitive after the implementation of Gatt,
part of this burden, which has led to the es-
tablishment of 45000 small sugar farmers
. Since 1972, must be

bome by others,

Effectively
Siyakha will use the
structure created by
the Small Grower
Development Trust’s
work-creation pro-
Y gramme, implement-
ed with a R5m Indus-
| trial Development

Trust grant (sup-

plemented by another
R2m from the sugar industry), to create
work, provide skills training and improve
the quality of community-owned facilities
to offset the effects of the prolonged
drought.

The scheme, which has already employed
900 people over 125 000 workdays, result-
ed in the refurbishment of existing class-
rooms, building low-level bridges and cul-
verts, sinking boreholes and restoring land
damaged by soil erosion,

Siyakha will also promote the implemen-
tation of feasible projects identified by
communities.

Main objectives are job and infrastructure
creation, human resources development and
comimnunity empowerment. ]

Muandela
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SUGAR INDUSTRY

After the dry white season ..~

e
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Good management through hard times is paying off for the big pgyers

Februury is a critical month for SA’s sugar
industry, after three years of devastating
drought in KwaZulu-Natal and, more re-
cently, the Eastern Transvaal. After last
season’s 25-year low when total sugar
production dropped to 1,2 Mt, this season’s
crop will certainly be better than the
preceding two years.

But the extent of the recovery depends on
how much rain falls before April. Good
rainfall would mean a moderate recovery
for an industry which employs 142000
people and supports more than 1m others.

So far, the ountlook is cautiously bullish,
Estimates for the current season ending
March 31 are now 1,67 Mt, of which about
350000t will be exported. These exports
will be fed into a world market, where the
price touched a four-year high late last year,
and despite a recent fail is holding just

Mathews Toylor
below USl4c a pound. For the indusiry,
which last year had to buy stocks abroad to
meet export commitments, having surplus
capacity to export at a firm world price is
the icing on its financial cake.

Recovery of sugar based companies start-
ed before the outlook for the industry
improved. On the JSE these companies are
represented largely by Tongaat-Hulett and
llovo Sugar. There are also Crookes Broth-
ers and Lonrho Sugar, though these shares
are tightly held. Transvaal Sugar is not
listed, though parent Hunt Leuchars &
Hepburn is.

Rainfall is vital to the large listed groups,
particularly Illovo, which is more of a “pure
sugar” share than Tongaat. At its financial
year-end in September, sugar accounted for
77% of Tllovo’s turnover of R1,21bn. Ton-
gaat’s sugar division, one of six major
divisions in the far more diversified group,
accounted for 25% of group turnover of
R4bn at its March year-end.

When the drought began in the 1992-
1993 growing season — soon after Illovo, a
CG Smith Foods subsidiary, was listed on
the JSE at 520c — it centred on the south
coast, where [llovo has three of its mills and

a chemical plant. love consequently bore
the worst of the early stages of the drought
and saw earnings plunge, having to close its
Umzimkulu mill for the season. Chairman
Glyn Taylor says prospects for the south
coast have since improved.

The drought is now centred on the north
coast., That shows in slightly revised es-
timates — Tongaat sugar division executive
chairman Dick Ridgway says the current
estimate for his division’s output is
620000t, compared to the 632000t ex-
pected when interim results were published
in November.

Tongaat’s figures are a vast improvement
on the previous season’s 458 000 t, but still
far below “normal” output, which with
good rain can exceed 900 000 t.,

Ilovo, on the other hand, has revised its
estimate upwards from 745 000 ¢ to
773 500 t. Taylor says
this will increase Illo-
vo’s share of total in-
dustry output from
| 42% to 46,6%. With
each percentage point
gained, worth about
R8m at the pre-tax
level, the effect on
[llovo’s bottom line
will be notable. Bet-
ter crop estimates
have bolstered earn-
ings. For the full year,
Illovo grew at-
tributable profit and EPS by 11%. Tongaat
grew earnings by a hefty 43% to R101m at
the interim, including a 58% rise in eamn-
ings from the sugar division.

Share prices for both groups anticipated
the recovery, performing strongly over the
past year ahead of improved results. Sig-
nificantly, Tongaat has been outperforming
the JSE Industrial index since early 1993,
though strong recoveries in divisions like
aluminium, textiles and starch & glucose
helped to underpin the upward trend. Illovo,
after reaching a low of R3,50 in April last
year, has also since outperformed the In-
dustrial index.

That puts both shares on dividend yields
lower than the 2.4% average for the Food
sector, with p:e ratios of 19,2 for Illovo and
18,7 for Tongaat, just below the sector’s
20.4. Considering that the industry is only
starting to recover, the high rating attached
to both shares shows that the market is
taking a favourable view of prospects.

Drought remains the biggest threat, de-
spite the healthy price of sugar shares and
the lush cane lands surrounding Durban
which suggest the worst is over. Cane
Growers’ Association vice-chairman

Ridgway

Rodger Stewart has a farm in Stanger
which, for example, had 38 mm of rain in
December against the 120 mm average, and
15mm instead of 130mm in January.
Stewart emphasises the importance of rain-
fall between now and April. “With good
rain, even after a dry December and Jan-
uary, cane will grow 1 m in four months for
cutting in May or September.”

But more drought would be bad for
growers, who like millers operate in a fixed
cost input industry, Stewart concedes that
the debt burden has grown across the board
for sugar farmers — by about 60% among
the larger commercial growers.

One bright light in this bleak outlook is
exports. Though these can amount to R1bn,
more than the industry’s single channel
exporter, the SA Sugar Association (Sasa),
will be able to realise this year, the
350000t available for overseas markets
this year compares with zero exports last
scason. Apart from the favourable world
price, the industry is also exploring post-
sanctions opportunities to export to coun-
tries closer to home (reducing the transport
component of cost), particularly in Africa, a
net importer of sugar.

The medium to longer term outlook for
the international market appears promising.
Executive director of Sasa Mike Mathews
says SA is one of the efficient producers,
ranked ninth in the top 20 exporters. In
terms of production costs SA is grouped
with Thailand, Brazil and Australia
(US$250-$300/t), substantially lower than
Cuba ($350/t) and the European Union
(more than $550/t). Mathews says a 15%
depreciation of the rand would project SA
to about fourth place.

Since the 1991-1992 season, world con-
sumption has outstripped production. Math-
ews says the annual average increase in
consumption is about 1,5%, or 1,7 Mt on
current consumption of about 112 Mt. Sup-
ply. however, lags demand — one reason
for the high world price. Estimates put
stocks at 28,9% of consumption this year,
the first time they have fallen below 30%
since the 1989-1990 season.

But more immediate influences on the
world price include Cuba’s drop in pro-
duction from 7 Mt to 4 Mt, following the
scrapping of its preferential sugar-for-oil
barter deal with the former Soviet Union.
There are also rumours that India, the
world’s second largest producer (though not
normally an exporter), has a good crop and
will be exporting 1 Mt. If so, Indian exports
should depress world prices. But China
could import 2,5Mt, which with Cuban
cuthacks will stimulate prices.

Factors such as these make sugar one of
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the more volatile soft commodities on
world markets. Overall the view is that
current world prices could hold, perhaps
even firm. Taylor says the world price has
been more stable in recent times and the
global supply/demand equation for the
coming year could see it edge higher.

The pity is that SA will only have just
over a third of its normal export quota to
exploit higher prices. If good rains fall to
boost production levels and the world price
does indeed hold, the 1995-1996 season
could be a bumper year for exports.

But the sugar industry’s longer-term vi-
ability hinges on it improving cost com-
petitiveness in advance of the implemen-
tation of the new Gatt provisions. Gatt will
result in reduced import duties and other
price support systems. According to Guy
Harris, Sasa’s financial director, SA’s sugar
import tariffs are already in line with world
sugar prices. That puts SA in a comfortable
position now, though that could change if
sugar dumping depresses the world price.
By the time trade frees up and world and
local market prices egualise, the World
Bank predicts that the international sugar
price may have escalated by 50%.

Central to the industry’s approach to Gatt
has been a process of phased deregulation.
This has resulted in considerable streamn-
lining and productivity improvement on the
milling side. For growers the phasing out,
over four years, of the quota system, which
restricted access to the industry, should be a
major benefit.

But at the same time international com-
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petition could affect the industry’s am-
bitious programme of small black farmer
economic empowerment. Launched 20
years ago (though the industry sees it as
mirroring government’s RDP objectives)
and backed by the industry’s Financial Aid
Fund, the number of small growers entering
the industry has grown to 43 000.

There are two threats to the programme.
Productivity needs to be boosted for small
farmers to remain competitive — they
cultivate 20% of the land under cane, but
only produce 10% of the crop. Sasa says
small growers’ international cost compet-
itiveness is blunted because the cost of the
programme, a social development function,
is borne by the industry, rather than by the
State as in other countries.

Tongaat-Hulett and Illovo have also start-
ed a programme of drawing more private
growers into the industry by selling what
they call nonstrategic cane land. Illovo has
earmarked about 9000 ha, divided into
farms ranging from 55ha to 90ha, for
medium scale farmers. Taylor says sale of
the land should earn about R80m for the
company, which will be ploughed back into
expansion. Tongaat will sell about 3 500 ha
of its best land under cane with a market
value of R46m, mainly to employees.

The sale of the land by the two com-
panies represents a partial shift out of
agriculture. Immediate benefits are that it
will unlock the value of what are essentially
under-performing assets, which can then be
reinvested in better yielding activities,
while ensuring the supply of cane to mills
through contracts with the new farmers.
Taylor admits that smaller farmers “should
be able to make a better go” of cane
farming than a large corporation,

Tilovo is also selling off company hous-
ing, no longer required as urbanisation has
moved residential areas closer to mills.
While the houses will probably be offered
to employees at a good price — Taylor says
the price must take account of the limited
marketing potential of a mill-bound res-
idence — the exercise should raise between
R35m to R40m for Illovo. Tongaat is also
selling houses to employees.

Those funds are going to be needed for
expansion. Apart from increasing capacity
at the Pongola mill, Nlovo is relocating its
former Ilovo mill about 50 km inland from
the coast to Eston. The R189m project
allows increased cane planting inland
whereas land around the old mill was
resiricted by wrbanisation and expropri-
ations. This will ultimately double the
renamed Eston mill’s capacity to 200 000 t.

Apart from adding an additional 100
000t of sugar to Illovo’s total output,
Taylor says about R12m will be saved a
year in transport costs by relocating the mill
to the epicentre of its supply area.

Tongaat is also expanding its sugar ac-
tivities. Of a group capex bill of around
R286m, about R80m will be directed at
major milling expansions at Maidstone and
Darnall. Ridgway says both projects are on
target and within budget. The sugar division
also spent R100m on the Heatonville ir-
rigation scheme.

Deregulation has meant more compe-
tition among the two major groups in the
domestic market. SA Sugar Distributors,
jointly owned by Tongaat and Illovo, has
been scrapped in favour of the individual

companies establishing their own sugar
distribution networks. Both companies now
compete directly.

Exports are still jointly marketed through
Sasa, though Taylor says he would like to
see a future stage when Illovo exports its
sugar directly, despite the current advan-
tages of the single channel system. Ridg-
way feels it is premature to consider direct
exports, saying the present system has

LR .' ‘ Soucer B4 8UPAR .ﬂuasocu;'r;oriv

proved to be efficient and cost effective.

Of major importance to both groups is
the way they have honed costs and im-
proved productivity through the drought by
extensive restructuring and rationalisation.
Both have strong balance sheets — Tongaat
had reduced borrowings by 42%, to
R285m, at the interim. Group MD Cedric
Savage expects Tongaat to be unborrowed
by year-end. lllovo saw gearing decline
during the long drought.

Under normal weather conditions, sugar
companies are strong cash generators. The
fundamentals are in place for a sustained,
perhaps even a spectacular, recovery if good
raing fall ahead of the 1995-1996 season,

The medium term outlook for Tongaat
and Hlovo seems exciting. For example, it’s
estimated that under normal rainfall pat-
terns [tlovo is capable of producing close to
1 Mt. Should that happen next season,
earnings should grow from the R80m-plus
anticipated for this year to around R130m.

In the shorter term, prospects of an
improved crop are reflected in the price of
the respective shares. At the interim Illovo
is expected to increase earnings to at least
R40m, up more than 370% on the previous
period. Analysts expect Tongaat to show
full-year earnings growth of over 50%.

Investors should therefore be looking
towards the 1995-1996 season. Perfor-
mance through the drought strongly sug-
gests a sound performance by both com-
panies. Shaun Harns and Herb Payne
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Sugar industry to

be j tigated
Dihpestioatedd)

THE sugay industry wiil pe investigated a5
tition

pe rd probe into
restrictive Practices and Monopoly sityg.

This follows complaints by white spirit
producers {why produce sugar angd Sugar
cane-bageqd g irits) that the regulated gy.-
gar industry inders competition with pro-
ducers of Erape-based prodyegs,

Sugar Act. The Customs ang Excige Act

also appeareg to protect £rape-based pro.

ducers againgt competition from sugar and
rs,

try would include the Production, distrity.

/| e -
laints included vertical Integration of the
ndustry, “where the major wholesalers
have interests in reta| liquor outlets”, and
that some wholesalers had refused to sup.
Ply certain retaiiery,
The board would also look at the alleged
anti-competitive nature of KWy'g interest
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Sugar-daddies
Em o julas

Two muitimillion-rand projects have been
launched in BwaZulu-Natal which will see
the transfer of 000 ha of prime sugar cane
land to black farmers over the next year.

The schemes, which have a combined
value of R112m, have been launched by
sugar giants Illovo and Tongaat-Hulett,
assisted by the KwaZulu Finance and In-
vestment Corporation (KFC).

Since the early Seventies the sugar indus-
try has encouraged black farmers to become
_ involved in cane growing, but so far they
| have been small-scale growers. There are

~

BUSINESS

now about 40 000 small growers supplying

' about 1 Mt of cane — or 10% of the market

in a normal drought-free year.
Under the Illovo and Tongaat schemes
carefully selected black farmers will be-

| come major sugar canc producers. The
. wealth generated by their etforts shonld

then be the engine for further black empow-
erment and wealth creation.

Tongaat Hulett CE Cedric Savage says &
major probiem with all such schemes is that
the emerging black farmers must buy the
properties they are farming, but they risk
being crippled by mortgage debt and the
interest burden.

KFC executive di-,
rector Marius Spies
explains that-one of
the biggest problems
is that agricultural
operations have a low
{about 5% a year)
rate of cash genera- |
tion and hence cash
flow in the first five |
years is constrained.

In order to OVer-
come this the KFC
has worked with the
sugar companies to
establish subsidy
schemes to assist the
farmers in buying the land — about
R14 000/ha at current market rates putting
the cost of a 70 ha farm at under R1m.

Spies. says the new farmers must pay a
5% deposit on the purchase price of the
farms in order to qualify for finance. In the
case of Tongaat, interest on repayments will
qualify for a subsidy — provided and ad-
ministered by the sugar company over five
years.

Similar subsidy schemes have been
worked out with Illovo which is to release
5000 ha of land subdivided into farms of
between 55 ha and 100 ha under cane in the
Eston and Shaka’s Kraal areas. The em-
phasis of its subsidies, however, is on the
cost of the land.

Tllovo MD Don MacLeod says the first
stage involves the release of more than 50
farms (about 5 000 ha). “To date we have
divided 1 600 ha into 20 farms and of those
12 have been sold and the buyers are due to
take occupation this week. On the balance,
agreements have been signed and the buy-
ers will take occupation soon.”

The Tongaat scheme, involving 3 500 ha,
is, initially at least, only open to its em-
ployees, though Savage says it will prob-
ably be opened up t0 outside applicants at a
later stage.

Farmers qualifying for land from both
companies must undergo a rigorous selec-
tion process covering not only cane farming
expertise and management ability, but also,
in the case of Illovo, they have to be part of
the local community.

uv age |
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The new farmers are tied into long-term
agreements with the sugar companies which

ensures that they have a market
produce.

for their
|
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ILLOVO SUGAR@FM b 1143
Recovery from drought

Recenily renamed Ilovo Sugar {gfrm::rg;
CG Smith Sugar) has borne the brun of
the three-year drought which sent the sug

industry into decline. ‘ )
" ASUSSIA’S largest sugar producer, usl ::,i{e
tunes are closely tied to the ofte‘:i:; e
i t cane EIC
factors which affec cane_BIOW e Jen
illi tors like Tongaal \
milling. Competi i
i ar product
e dependent on SUga! .
‘:ctlrlé actigity, have some msul‘atmn m?:ogrg
diversification into other businesses,

ar prices.
the weather and world sug pvided 0 an

breakdown of turnover, pro
anﬁuaﬁeport which sets 4 hlgh_ stanﬁ;gﬁofci;
fll disclosure. shows 8008 FE 21 21,
ugar. The bu »
ggnfe g?‘?%. come from sugat. The saégu?lt;
sugar prepacks. sysup and molasses ac ount
fmg another 7.5%. Downstream by-proou

] alcohol and
ike furfural, furfuryl ethy L
11;}:;111055 products — most of which are

L + JANUARY » 6 » 1085 * 51

-

FINANCIAL Ml

Activities: Sugar production and downstream by-
products.

Conirol: C G Smith Foods 70%. Ultimate holding
company is C G Smith.

Chairman: G Taylor. MD: D G MacLeod.

Capital structure: 157,7m ords. Market cap-
italisation: R1,1bn. '

Share marked: Price: 700c. Yields: 2,0% on
dividend; 5,0% on earnings; p:e ratio, 19.9; cover,
2,5, 12-month high, 750¢; low, 350¢. Trading volume
last quarter, 2,6m shares .

Yeor to Sept 30 ‘o1 ‘92 93 94
STdebt(Rm) ....... 100 235 231 218
LT debt (Rm}y ....... 100 140 129 149
Debt:equity ratio . . . .. 052 073 058 048
Shareholders' interast. 0,42 0,38 040 041
Int & leasing cover ... 5,8 5.2 35 4,0
Returnoncap (%) ..." 134 107 6.8 6,6
Turnever (Ron) . ..... 099 1,14 113 1,21
Pre-intprofit (Rm).... 135 443 82 02
Pre-int margin (%} ... 136 125 8.2 7.6
Earnings (c} ........ 52,8 553 3,7 352
Dividends (¢} ....... 2 23 14 14
Tangible NAY (c). . ... 279 324 342 365

exported — make up the rest.

Not surprisingly, then, Illovo’s bottom-
line was ravaged as drought hampered
sugar production for the third successive
season. Chairman Glyn Taylor says the
11% increase in attributable profit to
R55,5m can be divided into R&,5m for the
second half of the 1993-1994 sugar season
to the end of March — when the full impact
of the drought was felt — and R47m for
the first half of the current season, when
improved rainfall raised estimates of pro-
duction to 745000t of segar in the full
season, 269 000 t more than in the previous
period.

Recent rains, if they continue through to
March, should ensure a decent crop for
1993, It’s almost certain the 1994-1995
season will be substantially better for the
industry, and for Hlovo, which is expected
to produce about 45% of total industry
output.

Investors are clearly anticipating im-
proved prospects, A year ago the share,
then about 385c, was trading at a small
premiunm to NAV. At its current R7, not far
off its high for the year, the price is nearly
double NAV.

EPS growth of 11% compares with share
price appreciation of 79% to the September
year end. The price has since gained a
further R2.

This bullish view is influenced primarily
by expectations of a better crop. Illovo’s
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large exposure to sugar means profitability
can pick up as quickly in favourable
climatic conditions as it declines during
drought.

But it could also reflect some of the
longer-term strategic decisions taken by the
company. Iilovo is attempting to remove its
dependence on the weather. .

The most far-reaching of such decisions
is probably the R189m relocation and
expansion of the Illovo sugar mill on the
KwaZulu-Natal south coast. It will be
moved about 50km inland to Eston, the
centre of its cane supply area. Taylor says
the relocated mill will ultimately produce
about 200000t of sugar, nearly double
current production levels.

Significantly, the project is being fi-
nanced internally. Despite the drought
Nlovo kept its balance sheet intact. Total
borrowings have risen marginally to
R3661n, but the increase is more than offset
by a near doubling of cash holdings to
R91,5m. Gearing is at its lowest in five
years.

Internally, and in line with further dere-
gulation of the sugar industry, Illovo has
been restructured to sharpen focus on core
activities.

The previous three divisions have been
replaced by a single structure. Costs have
been lowered, with 536 jobs cut.

Dllovo, like Tongaat-Hulett (Fox, De-
cember 16), is also selling non-strategic
canelands to accommodate the entry of
medium-scale growers into the industry.
Taylor says about 9 000 ha of land under
cane have been identified for disposal, but
will continue to supply cane to IHlovo's
mills.

Much of this potential is already in the
share price. While earnings growth should
improve in the current financial year, a p:e
ratio of 19,9, compared to Tongaat-Hulett's
21,5 and HLHs 24,3 (both diversified
groups), must indicate the share reaching
a level where it could be considered fully
priced.

But strategic moves now underway make
the share attractive in the medium to long
term, particularly if the price weakens.

Shaun HGVA




e
3!

h_—'—“~<—-—-________‘ PR
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‘DURBAN - SA’s 1995/96 Sugdr crop-has  amoyn ng to R2,5hn in rew, nue, had been
been affected severely hy drought and in. lost to drought over the past three years,
[ “dustry soprces say the s;ituatior I8 deterio- He appealed for aid to rehabilitate the
rating daily. s YSU i
SA,‘Gaue‘r’G s Assdciation agricul-  epp Transvaal angd northern Pondoland,
tural eg‘pnomics director Brian:Sugden ap- “Many farmers bave reached the'end . of
peglg’d_’;"yesterday to government for aid,  thejr financial resources and cannot afford
* Saying' many cane Browers were facing g rehabilitate their fields, Gévérninent
the’ii:"fourth;,c;thsécuti\gg year of drought assistance js essential tp lielp Browers with
" and some s::iéqller'scale'farmers could be important field husbandry operatiofs Such
forced out 6f“b'ﬁsiness this year: The equiv- * a5 weed control and fertilising, ‘esséntia]
alent of anEntire season’s production,  for the cane plant’s survival” — ‘Reuter.
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THE Tongaat-Hulett group will gb altead
with two major expansion projects totalling
R22bn. 5.4

MD Cedric Savage said yesterday the
board had:approved, in princiole, a R1,75bn
Hulett Aluminium Rolled Products expan-
sion in Maritzburg and a R580m expansion
of starch and glucose division, African Pro-
ducts, in Gaunteng.
| Last year the group said it was looking at
investing ‘ih additional starch and glucose
facilities and was spending R12m for local
and US to investigate an alumin-
jum hot-rolling expansion. Technology
agreements with overseas aluminium oper-
ators are already in place.

Approval of the ‘aluminium project, in
which Toigaat-Hulett would have a 50%
stake, was: subject to conditions, including
the formalisation of partnership agreements
with the,Industrial Development Corpora-
tion and Anglo American Investment Cor-

poration; and discussions with Jocal and cen-

e

tral government'guthorities. *

If outstariding:issies were cleared up in
the next few moriths, commissioning of the
project would takeé place in 1997 and 1998.

“ongaat-Hulett set
(s
£Xpansion
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MARCIA KLEIN
Hulett Aluminium’s output would: in-
crease to 150 000 (50 000) tons a year, while --
its total annual capacity would grow o
200000 tons. T

The inerease in starch and glucose pro-
duction would ensure the group’s capdcity
stayed ahead of demand, Savage said. ;

Tongaat-Hulett had
R110m for expansion of this division in finan- .
cial 1995 and had approved the new R580m
planttocomeonsheaminl%?. J.!

Initial grind capacity would be 800 tons of -
maize a day, with the potential to increase to
2000 tons, e

Savage said both projects, which were in
addition to existing capex projects in other
divisions, “will significantly enhance the
medium- to long-term earnings growth po-
tential of the group”. .

At the September jnterim stage, the group
had committed R286m capex “in reinforcing
the competifiveness-of core-businesses”. At
that stige earnings were'41% up at 1113ca
share on an-18%, turnover rise to R2,3bn.
This strong performance was expecied to be
repeated in the second half to end-March.

already committed =
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No eviction after 400

‘years on the farm,,

An 85-year-old men, who claim-
ed he could not legaily be evicted
from the farm Buffelshoek near
Lydenbuig as his ancestors had
lived there for more than 400
years, yesterday obtained a tem-
porary restraining order in the
Pretoria Supreme Court.

The order granted to Matobolo
Johannes Maimela restrains
farm manager J P G Botha from
evicting, assaulting, threatening
or interfering with the Maimela
family. -

Mairiela, born on the farm in
1900, said his father, who died at
the age of 115, and his grand-

tather, who died aged 110, both
told him that they and his great-

grandfather had been born and,

bred on Buifelshoek.

“We are now the fourth Mai-
mele, generation to live contin-
uously on the farm. The Maimela
family has been on the farm for
approximately the past 400
years,” he said.

A previous farm manager had
given him permission to remain
on the farm and continue tend-
ing his cattle when he reached
pensionable age, but the situa-
tion changed when Botha be-
came manager last year.

Botha demanded monthly rent
of Rb for each cow. He shot ran-
domly at his house, locked the
gate to the farm and also closed
off the water canal, Maimela
claims,

He received a letter in Decem-
ber last year instructing him to
vacate the farm within 30 days.
He described Botha's actions as
“eruel and violent” and said
there had never been any provo-
cation from his family. e

Botha has until March 21 to
supply reasons why a finsd ‘re-
straining order should not be
granted against him. — Sapa.
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..Tongéa S R2 3—bn expansion

i The. Tongaat\rHulett
-Group has given the go-
ahead to iwo expansion
projects worth
R2,33 billion.

"Speaking after a Ton-
gaat Hulett board meet-
ing yesterday, group
managing director Cedric
Stvage said the projects,
approved in principle,
would significantly en-
‘hance the medium- to
Iong-term earnings
‘ growth potential of the
-““Tongeaat-Hulett Group.
The R1,75 billion Hu-

-lett Aluminium Rolled .

Products expansion in

PDuane

Pletermarlzburg would
increase Hulett's alumin-
fum division's output of
rolled products from
50000 to 150000 tons a
year.

Conditions

“The approval for the
aluminium project, of
which the Group will hold
50 percent, is subject to
certain conditions being
met, but we are optimis-
tic that a final decision
will be possible in the
near future,” Savage

~~said

“If the outstanding

1ssues can be cledired to
the sa.t1sfact10n of the
Board within the next
few months, commission-
ing of the major project
at Pietermaritzburg will
take place during 1997
and 1998,” he added.

Approval had also
been given for a new
R580 million plant at the
African Products’ starch
and glueose production
facility in Gauteng,

Savage said R110 mil-
lion had already been
committed for expansion
in -the -1994/95 financial

year—Sapa, ,qug_
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Taking the plunge

S

The unnoun:emen/ in prﬁcipie that Ton-
gaat-Hulett will go ahead with two large
expansion projects totalling R2.33bn is a
notable attempt to sustain real growth in
earnings well into the next century.

It shows a firm commitment to the
potential of aluminium products — the
aluminium division is to receive the lion’s
share of the capital spending — but also
raises questions about the sources of fumre
demand and funding for the biggest project
the group has yet undertaken.

Tongaat has not taken the decision t0
expand its aluminium rolled products plant
at Maritzburg lightly. R12m has been spent
on local and US engineers who helped on
the feasibility study.

In 1995 money. the project will cost
about R1,75bn; agreements still have to be
signed. but it seems likely Tongaal will hold
50% of the expanded division (rolled prod-
ucts output will increase from 50 000 t/year
to 150000 t/year), the remainder held by
major shareholder Amic and the Industrial
Development Council (IDC).

When the project is commissioned in
1998, the cost, including working capital,
will approach R3.5bn. Tongaat will be
liable for about R1,75bn of that. almost half
the group’s present market capitalisation.

That's a huge invesiment in a project
which group MD Cedric Savage says will
probably only begin to offer reasonable
returns after about five years. However, it
shows Tongaat is planning for long-term
growth now the restructuring and refo-
cusing of the past four years, aided by the
more buoyant economy, is COMinNg through
in strong results.

“The expansion has to be big to make the
division internationally competitive. Our
509 stake was carefully determined. it’s the
optimal propottion for us m terms of
funding requirements,” Savage says.

Central to competitiveness is the di-
vision's supply of aluminmm ingots trom
Alusaf. Hulett Aluminium is already
Alusaf’s largest customer. After the ex-
pansion. offtake of the metal should more

than double from the current 100000t
“We are finalising supply agreements with
Alusaf. Pricing will be based on a formula
linked to the world price of aluminium. It’s
important for us to get aluminium at world
competitive prices.”

Savage says the expansion can be seen as
a spin-off of government’s encouragement
for upsteam aluminium production, which
led Alusaf to invest about R5,2bn in its new
Hillside plant. Tongaat's expansion is aimed
at further downstream beneficiation of alu-
minium products, including aluminium
cans. But Savage lists other areas, like
products for the automotive industry, roling

| stock. and construction.

There are some reservations about the
long-term potential of the aluminium can
market, though the subject is under intense
debate within the packaging industry.
Should the US trend towards aluminium
cans be repeated in SA, local demand will
fremain strong.

Savage says about 30% of the expanded
capacity (total annual capacity will be about
200000 t) will be exported, some (0 First
World countries. Ton-
gaat will have a com-
| petitive advantage ex-
J porting to the rest of
Africa thanks to
lower transport cOSts.

Funding still has to
be finalised — and
1 this is where Tongaat
needs to give more
details. A rights issue
has been rled out.
Savage says the pro-
jects will be funded
by equity and bor-
rowings. “We have taken a 10-year view on
all our businesses. Funding for these pro-
jects will be comfortably within our bor-
rowing limits.”

Tongaat, which reduced borrowings by
42% to R285m at the September interim,
probably holds little gearing now and is
likely to be cash positive by year-end in
March, Cash flow is strong; there is con-
siderable capacity to take on debt.

But the group has historically been
overgeared and the latest projects could
influence investor perceptions. When the
announcement was made last week, the
share price lost R4, though it has since
recovered to R39.

The R580m expansion of African Prod-
ucts’ starch and glucose plant in Gauteng
shows similar long-term thinking. Savage
says the greenfields plant is looking to-
wards grovth beyond the next three years
— P1its. has been committed to the
division for short-term expansion.

The cyclical value of the share offers
potential. All six divisions performed well
at the interim when earnings advanced
43%. Full-year results are expected to be
stronger (Tongaat is traditionally a second-
half group). earnings possibly up by more
than 50% on the previous year.

Savage

Tongaat’s capex |
: programme (aj
:gebpmjects mentioned, R374m iE a;ltaxfll;?ég

e spent on other divisi i
business levels ov xt five youre)
t er the next five
;r}ll;r_zaseﬁs theh fong-term potential oJ;eatifg

. But shareholders will

: ole want m
details on the aluminium joint venture 01?52

the agreements are in place. Shavn Har
s
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BY JOHN SHERROCKS

STAFF REPORTER

At least 250 mm of rain'must fall along the
KwaZulu-Natal north, coast this month if
the sugar indusfry’s projected target of
1,8 million tons is to be realised.

Despite the prayérs of farmers facing
financial ruin, there is little hope that the

wrgently needed soaking rains will come

in time. In the past two months not even
the normal summer monthly average of
100 mm has fallen in the worst-hit grow-
ing areas.

For those farmers whose debts run
high, the situation is far more desperate
than national targets not being reached.

S0 severe has the summer drought
been that in the Natal Midlands some
growers have lost entite crops for the sea-
son, Compounding the already difficult
situation is the likelihood that the value of
farms will decline as the drought bites
deeper.

For an industry which is the single
largest employer in KwaZulu-Natal, the
repercussions could be devastating,

Fears of widespread job losses in the
region are growing as the number of peo-
ple being put on short-time or retrenched
increases,

While good rains in December and
January" gave crops on the south coast
enough water for the crucial growing
months up to April, on the north coast and
in parts of Zululand the possibility of an
unprecedented fourth-season drought are
very real.

When the SA Sugar Association made
its presentation to local and overseas
banks at the end of last year, it projected a
production target of 2 million tons.

The continued drought forced this esti-
mate to be revised downwards and it
looks likely that the final figure will be
down even further.

“We are now talking a crop of 1,8 mil-
lion tons, Good rainfall up to the end of
November and poor rainfall in December
and January forced the crop to drop by
about 200 000 tons,” said the association’s
Guy Harris.

“We saw a quick recovery in 1983/84
after the drought but this year we face a
longer period of coming out because of the
three years of consecutive drought.”

In a report submitted to a crisis com-
mittee convened by the SA Agricultural
Union, Brian Sugden, agricultural eco-
nomics director of the SA Cane Growers’
Association, said the Zululand area — the

Sugar production
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largest cane Tegion in the industry, which
in a normal season produces about one
third of the industry’s total sugar output
— was experfencing a “severe” summer
drought.

Empangeri, Felixton, Amatikuly and
Mtubatuba have recorded virtually no
rain since November 1994 and the cane
crop is severely stressed.

The sugar crop, which is planted over
103 000 ha, is expected to be about 50 per-

 cent of the region’s normal production.

Sugden said that the overall 1995/95
sugar cane crop had been severely affected
by below-average summer rainfall which
had been a feature since the start of the
drought in November 1991,

He said that the equivalent of an entire
geason’s production had been lost to
drought over the past three years,
amounting to R2,5 billion in lost revenue.

Records kept by one Empangeni
farmer show that within three years, from
1991 to 1993, his production plunged by a
massive 86 percent. The 1994 figure of
6858 tons (36t/ha) is alarmingly low
alongside the 1991 figure of 22567 tons
(114t/ha).

According to Sugden, the average debt
held by the larger-scale farmer in 1992 was
R600 000.

By the end of 1994 that figure was
expected to exceed R850 000.

The smaller farmer was not in a
position to continue cane production
without assistance from the state.

Some farmers in the Zululand area
havehad to replant their fields twice in the
last two seasons,

Harris estimates replanting costs
between R3 000 and R4 000 a hectare.,

“There are farmers who are really hurt-
ing,” he said. “A grower who has got a
high level of debt, has had below-average
rainfall and is perhaps looking at the cost
of replanting ... is likely to be in a lot of
trouble.” :

Sugden said many smaller-scale grow-
ers, who number over 20 000 in Zululand,
would be forced out of sugar production
in 1995 unless the state continued with its
support programme initiated in 1992

Larger-scale growers, particularly
those with high debt ratios, would also
require continued state support and exten-
sions to the redemption period of drought
relief loans.

The government has been asked to
provide drought aid to resuscitate badly
stressed crops in KwaZulu-Natal, Eastern
Transvaal and northern Pondoland,

Rank Country -
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t will mostly affect

sugar and maize industries

| MARCIA KLEIN |

MAJOR food companies which
have learnt to trade successfully
through droughts are unlikely to
be too severely affected by the
carrent harsh weather condi-
tions, which have seen some
areas of SA experience the worst
conditions in many years.
Market and industry sources said
yesterday this was partly because re-
sults for this year would be off a low
1994 base, and partly because there
had been rainfall in certain areas

which cpuld offsgt ditions in
=iy

Imprdéved agement efficiency
meant companies had become more
adept at ironing out the cyclical fac-
tors affecting their profitability.

Sources said the only industries
which would be affected to any ex-
tent were maize and sugar.

The National Maize Producers’ Or-
ganisation said recently the official
1995 maize crop estimate of 4,87-mil-
lion tons was optimistic and imports

_— were likely to be needed — if crops

were low, 2-million to 3-million tons
would have to be imported.

An analyst noted that last year,
when there was a maize surplus,
maize was being exported at a loss,
so a shortage would not affect results
as a lower maize price was expecied.

The sugar industry was to a large
extent reliant on weather conditions.
There had been some good rain in
December and January, although
weather conditions in the Eastern
Transvaal were poor. The growing
area on Natal's south coast was not
affected hy the drought.

The Sugar Association said the in-

e

dustry was “concerned at the very
dry conditions experienced over the
past thiree months in many of the
cane growing areas”, and good rains
during the rest of March and April
were “urgently required”.

It said it was too early to make
accurate predictions for the 1995/96
crop, but sugar production was likely
to be between 1,5-million and 1,6-mil-
lion tons,

Major sugar company Illovo Sugar
had estimated sugar production of
745 000 tons in the current season to
end-March would be 269000 tons
above the previous year, giving it
45% share of the total industry.

Tongaat-Hulett said last year the
crop to end-March would show a sig-
nificant improvement over the pre-
vious year, but would still be way
below the 23-million tons which
could be expected when‘rainfall re-
turned to normal. Analysts névérthe-
less expected fairly good- growth
from sugar companies.  .'"

The food index closed 247 points
lower at 7 177,3 yesterday, compared
with an annual high of 8 660,7 in June
and a 6672,1 low in September.
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Drought may slash suga};
crop to 1,6-million tons;

DURBAN — Industry esti-

. mates for the 1995/96 sugar

crop do not exceed 1,6-mil-
lion-tons, and many large-
scale farmers face the new
season with debts of up to
JR900000 as the prolonged

fourth season.

‘Current es
far: below the ls-million
tons forecast at the begin
ing of the year,

[ NICOLA SENVEY ]"-

needed,” he said.
Tovo Sugar MD lﬁm

McLeod said the maxlmg‘lm

the industry could

was 1,6-million tens, bu g_

be worse than
994/95 crop. d},
SA Cane Growers' Asgo-
ciation executive dir r

. Jack-Wixley said dom

%ﬁal figures would “def
1

SA. Sugar. Association .- market requirements *;a.

acting executive director

. David Hardy said at the

weekend it was “still too
early” for accurate predic-
tions. But he said the season
might yleld a crop of be-

tween 15-
million to
"“The su) ustry is

concerned by the very dry -
;condltions in. many-of the.
i cane:growing areas, and -

good rains durmg "March

talling 1,9-million ton{ 'a
year — — would not be aff
ed by the drought. -

However, exports w’gf-e

“in jeopardy"

He said the four yea of
drought had cost the in
try about 2,6-million tong or
more than one year's ayér-
age growth,

- “At, the . current ex
prioe of R1200 a ton,
_translates into R3bn in zev-

(B

[ and April are urgently iénue;lost* to; the industey™
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Top group to create more jobs

major exp
KwaZulu-Natal and G
e jobs in the two areas.

managing director Cedric
,75 billion will be
of Hulett Alu-

ating mor

Group
Savage says Rl
spent onthe expansion

By Isaac

Moledi

3 Hulett 3
cated more than R? billion for the
ansion of its projects in

auteng -— Cre-

minium Rolled Products in The Hulett Aluminium project, a¢-
Maritzburg and R580 million on the  cording 10 Savage, will provide
expansion of African Products’ starch Tongaat-Hulett shareholders with a
and ghucose production factory in  substantial growth opportunity and
Gauteng. “The approval for the alu- has been subject of amajor feasibility
minium project, of which the group  smdy. “If the outstanding issues can
holds 50 percent, is subject to certain be cleared to the satisfaction of the
conditions being met, but we are ap- Board within the next few months,
timistic that the final decision will commissioningofthemajorprojectat

be
possjble inghe near future,” says Say- o Pietermaritzburg will take place
ag f@ g} q ‘Juring 1997 and 1998,” he says.

Wk Doy
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Tongaat creates black

busi mess WO

ol

By Davip

2) q@@

ASSISTANT EDITOR

Tongaat Hulott's bla:k economic em-
powermeni pcogramme generated busi-
ness worth R120 million for black sub-con-
tractors in1994.

This was disclosed by Johannes “JB*
Magwaza, group executive director re-
sponsible for the twin-pronged pro-
gramme, at a recent meeting of the Kwa-
Zulu/Natal Chamber of Business's Cor-
porate Forum in Durban.

The programme has included the pass-
ing of control of its Supervision catering
division to black entreprenetrrs and a num-
ber of subcontracting or “outsourcing”
deals, which include washing of company
ovéralls, frucking and supply of various
components.

Magwaza, who is also national presi-
dent of the Institute of Personnel Manage-
ment, emphasised that Tongaat had not
adopted its black empowerment pro-
gramme out of benevolence. The initiative
made business sense,

In fact, companies that neglected to
implement such programmes did so at
their peril.

Tendering, for example, was mc:l'easmg-
ly dependent on a company having an
empowerment programme.

So was the securing of overseas busi-
ness. Increasingly the company was being
called on to disclose its record in black eco-
nomic empowerment when it applied for
contracts.

Tongaat had scored several Hmes

£

L2

of its activity in the field. -

Magwaza said he monitored the
mance of each of the group’s seven
divisions every week on black empower-
ment 1ssues. He reported on progress at
monthly board meetings.

Magwaza said Tongaat Hulett had run
into a steep leaming curve in its imple-
mentation of its empowerment plan and
problems it had encountered at times
included:

[ Criticism when it had favoured its
own staff for empowerment. This was a
ltiehberate policy as “charity does begin at

ome

O The problem of greed. Months of
work on lining up a project had been jeop-
ardised because would-be entrepreneurs,
with “crocodile-like teeth” had wanted too
big a cut. As a result the group would be
vigilant in analysing any individual want-
ing tosubcontracttoit;

[ Lack of finance, a persistent problem.
Litle money had been forthcoming from
foreign sources despite promises last year
of substantial amounts. As a result
Magwaza had to turn to normal sources of
finance. such as the SBDC, Development
Bank and merchant barks.

Magwaza said the group’svision for its
empowerment programme was the devel-
opment of a South Africa where a substan
tial number of enferprises — of all sizes —
were wholly or partly owned by black
entrepreneurs,

“This will lead to economic growth and
improved levels of employment across the
country,” he said.
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Ex p lic
‘ i g"ih ‘past bw,
' weeks’ ghtjuld ‘Ravé raised
the sugar crop eétimg_tes by

'8%-12% to ‘moré than 1,7-
. million; tons for the: 1995/96

Atsdcigtion director Brian
Sugden said yesterday.

Official estimates made
in March predicted 1,561
milllon tons for the season,
\ but rains averaging 300mm
" in.:several areas on the
KwaZulu/Natal north coast
-shoild raise the figure.

~ “Although the rains came
too late to affect cane due
for in May, cane

| cut in November and De-

=cember will have had time
'to beneﬁt and this'is’ ood
'~_news,t' Sugden'said,’ "

rain: -would..have “more
‘thnn ‘stabilised” this sea-

stantially prepare the soil

son’s crop, but Would sub-

i Nleou .IEHVE'I

for the 1996/97 cro
Reacting to the Momtor
Group s report on the sugar

industry, Sugden said “it
Senson,: SA - Cane Growers’ »

was time” someone coun-
tered the allegations that
SA sugar exports were
subsidised through higher

-domestie prices.

The in-depth analysis had

found that the local and in-

ternational price differen-

tial compared favourably .

with other sugar-producing
countries such as Australia,
US, Europe, Japan ‘and Sin-
gapore. The report said the
industry operated in “a dis- :
torted international envi--
ronment” ‘where only 26%

world free markets i
“In SAtariff’ protectlon
tends'to fuctuate with’ ‘the
world price and is far lower
than that afforded to US
producers,” the report said.

- of production was traded on.”
A'Sugar Associati?m W
rector Guy Harrls said the

P4
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I3
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Sugar to-go'up: The price of sugar is to increase by about
87 percention May 1, leading to ripple increases in products such as
soft drinks, canned fruit and confectionery, Pick 'n Pay Supermarkets
spokesman Michael Lafferty said yesterday, . - ¢ -
1 ee)eolulas
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Tough cost-cutting at Tongaat Hulett At se

Results exceed analysts’ expectations but, with drought likely to
knock the sugar division next year, the pressure won't let up

BY JoHN SHERROCKS
KWAZULL NATAL BUSIMESS EDITOR

Sugar and aluminium group Ton-
gaat Hulett outdid the high ex-
pectations of analysts by posting a
53,2 percent rise in earnings per
share to 2734 cents for the year to
March 31.

For Cedric Savage, managing
director, who steered the Durban-

based group through tough cost-
cutting measures, the impressive
results are especially sweet.

“The past year saw the benefits
of testructuring and rationalisation
programmes E%_mam:ﬁ_ to
reduce costs and increase competi-
tiveness, together with the impact of
selective investment in production
facilities,” said Savage.

The pressure will not let up in

sy, ;c. ...4, Tm%ﬁ}zﬁsmw\
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the forthcoming year, particularly in
the sugar division, which will be hit
by drought.

For the reported financial year,
sugar m&&ﬂnmc: was 35 percent up
on the previous year. One analyst
calculated that this year's profits
could decrease by as much as
RS0 million as a result of the
drought.

“As we move towards full
capadty in some of gur divisions,
we are investing in our core busi-
nesses to allow them to expand fur-

ther.

“Our strong er flow
position is assisting us in
this regard,” Savage said.

He said all divisions

had performed well and
each held potential.
« For the first time,
turnover topped the R4 bil-
lion mark (R4, \_.Nc_z_oa
an 11,2 percent increase
over the previous year's figure of
R3,97 billion.

Operating profit for the year
rose by 53,4 percent to R408,9 mil-
lion (R266,5 million) as a result of

es earnin

)

Cedric Savage

further cost reduction and
Eﬁnogn operating effi-
ciencies.
Financing costs wére well
" contained at R37,8 million,
resulting in a record profit
before tax of R371,1 milkion.
Although taxation also rose
substantially, to R123,1 mil-
lion, attributable earnings
topped R2487 million, a 55,1 per-
cent increase. The dividend for the
year, of 100c, is 44,5 percent above
last year.
The group’s improved financial

S u
27las  (B)sucme

53 %

position is el in its balance
sheets which show a net cash-
positive position of R119,8 million at
year end.

Responding to analysts’ ques-
fions as to how the R1,75 billion alu-
minium rofled-products expansion
in Maritzburg would be financed,
Savage said the group was negotiat-
ing to sell 50 percent of, its invest- ¢
ment in Hulett Aluminium to pro-
posed joint partners in the project,
Amic and the IDC, which would
acquire 30 percent and 20 percent

respectively.




Tongaat-Hulett reaps
benefit of ration

-

MARCIA KLEIN

1

STEEL and sugar gro:ﬁ) Ton-

aat-Hulett, feeling the full bene-

it of rationalisation efforts last
year as well as an improved eco-
nomy, reported a sharp 55% rise
in attributable earnings to
R248,7m (R160,3m) for the year to
March.

1t also announced it was negotiat-
ing to sell half its interest in Hulett
Aluminium to the Industrial Develop-
ment Corporation and Anglo Ameri-
can Industrial Corporation, its part-
ners in the proposed R1,75bn rolled
products expansion at its Maritzburg
aluminium plant.

MD Cedric Savage said the results
reflected the group’s focus on growth
following the restructuring of all its
divisions. This had coincided with the
upturn in local and world economies.

Turnover was 11% higher at
R4,4bn (R4bn), and operating profit
surged 53% to R408,5m (R266,5m).
Strong cash flow and reduced bor-
rowings enabled the company to
slash net finance costs and lift pre-
tax profit by 76% to RS7LIm
(R211,2m). After a higher tax bill,
taxed profit was 56% Dbigher at
R248m (R159,2m).

2D 28 as

Tongaat-Hulett _
) Eamings and dividends per share
B eamings (cente) * ;

Earnings were 53% up at 2734c
(178,5¢) a share. A final proposed divi-
dend of 70c a share would bring the
full year dividend up by 445% to 100¢
(69.2c) a share. Shareholders have
been offered the option of a capital-
isation award. .

Savage said the sugar division
«gubstantially increased its contribu-
tion” due to a partial recovery from
the drought of the previous year. Su-
gar production was up 35% to 620 000
{456 000) tons, but this was still low.
Following deregulation of the indus-
try, the division has established its
own sales and distribution network.

Aluminium division earnings

alisafi

L1C

e (=

reached “record levels” because of
higher world aluminium prices and
improved demand.

The building division performed
strongly in the second half, and the
textiles, consumer foods
starch and glucose divisions im-
proved profits.

Tongaat-Hulett has planned a
number of major projects, including
the rolled products expansion which
would see it triple production capa-
city, mostly for export. The project
awaited final approval, and an an-
nouncement was expected soon.

Proceeds from the sale of half its
Hulett Aluminium interest would
help to fund its share of the project’s
requirements. The project would be
funded by export credit, other exter-
nal borrowings and contributions
from the partners. :

Tongaat-Hulett has also approved

and the .

a R580m new starch and glucose .

plant as well as some smaller invest-
ments in other operations.

The sugar division was expecting a |

16% crop reduction crop to 520 000

tons due to the continuing drought.

But action taken to reduce the effects ‘

of the drought, together with growth
in other divisions, should enable the
group to report real growth in earn-
ings in financial 1996, said Savage.
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TONGAAT-HULETT

Results overcome d

=) £ cfefas
rought problems

After the initial pleasure which investors
will feel at Tongaat-Hulett’s 53% advance
in EPS and 44,5% increase in dividends, a
few important trends should be noted.

One is that these gains came despite two
years of drought

placed on return on capital, says there are
only three considerations when it comes to
funding individual businesses: the group is
prepared to invest in a business, it is
considering investing or it won’t invest.

The largest capital

which have ham- [
mered the sugar in-
dustry, particularly on
KwaZulu-Natal’s
north coast, Tongaat’s
main cane supply
area. At 620 000 t, the . |
crop was still about [
30% below a normal |:°
season, .

The other is that -
after more than four
years of recession and
drought, during which
management em-
barked on an often
severe restructuring
and cost-cutting pro-
gramme, EPS of 273¢
have passed the 1990 peak.

Resumption of real growth is partly the
result of overcoming one traditional prob-
lem: as a widely spread conglomerate, the
old Tongaat invariably had a few divisions
which pulled down group results.

Latest results, notes MD Cedric Savage,
reflect an improved contribution from all
seven divisions (property was made a
division in the past year). “Diversification
requires a subtle balance. If the group does
not diversify, it’s dangerous; if it is too
widely diversified, profit growth can be
hampered,” he says. It seems Tongaat is
getting the balance right.

" COMING THROUGH

Year to March 31 1994 1995.
Tarnover (Rbn) . ..., .... 8,97 4,42
Operating income (Fm) .. 267 409
Attributable (Rm) .., .... 160 248
Eamings {¢) ......v.u0. 178 273
100,0

Dividends {¢) ... ...... 89,2

The final point is that Tongaat has
overcome another traditional problem,
overgearing, which certainly hurt investor
perceptions. With borrowings of R171m
and cash of R371m, it is now ungeared.

The cash will be needed this year and
additional debt could be taken on as Ton-
gaat continues a heavy investment pro-
gramme aimed at sustaining long-term
growth. The difference is that divisional
Management now has to compete for fund-
g, Savage, noting that great emphasis is

Suvage . . . getting oll divisions
to perform more sweetly

.major food groups.

| project is the R1,75bn
“’I (at current cost) rolled
.| products expansion at
v"{ the Hulett Aluminium
:*| plant. The FM has
noted before that,
with Tongaat liable
for half the cost,
shareholders would
require more details
on funding. These
have now been given.
B Tongaat is negotiating
B to sell half its interest
in Hulett Aluminium
to the IDC (30%) and
Amic (20%), its joint
venture partners. Sav-
age says this will con-
tribute significantly towards the group’s
share of funding requirements.

Final details of the expansion are still
under negotiation, mainly the 10-year sup-
ply and pricing contract with Alusaf. Sav-
age expects a finai announcement soon.

Other forms of expansion include R110m
on the Starch & Glucose division last year,
with R580m more budgeted for a new plant
this year. In the Sugar division, expansion of
the Maidstone (RS2m) and Darnall (R9m)
mills will be completed in a few months.

Property operations are becoming in-
creasingly important since a deciston to
unlock the value of nonproductive assets
and sell part of Tongaat’s vast land holdings
(about 40000 ha). Cash of R80m was
realised by land sales last year.

With Tongaat now seemingly well on the
way to strong earnings growth, and with the
capital expansion to sustain that growth,
prospects for the share look bright despite
its strong rerating over the past year.

This year’s results will be restrained to
some extent by a lower-than-expected sugar
crop. Still, earnings growth should be
strong. That must indicate value in the
share on a p:e ratio of 16,5, lower than most

Shaun Harns

GENTECH
Stick it out!

It these results indicate anything it is that
the white goods business hasn’t been the
happiest of places this past year.

Gentech, the Natal-based manufacturer of
a variety of white goods — fridges, freez-
ers, stoves and floor-care products — and
importer of a range of higher priced prod-
ucts, in the Powertech/Alron stable, has
produced a sobering result for financial
1995,

The bottom line is an attributable loss
from operations of R2,4m; extraordinaries
of R12,4m take the total loss to R14,8m.

The bad news continues into the balance
sheet where net short-term borrowings now

' EROZEN UP

1994

1995

Year to February 28

Turnovar {(Rm) . ..,..... 274 307
Operating Income {(Rm) .. 82 27
Atiributable (Rm) ....... 8,6 {24
Barmings &) veevennnn.. 87 a4
Dividends {6} .......... e it

stand at R28,6m; fong-term liabilities are
small at only R1,7m.

It is certainly gloomy stuff but this
doesn’t mean investors should lose heart.
Indeed, having ridden the storm this far, it
will probably be folly to fade away now.

Gentech’s real difficulties stem from a
recalcitrant Natal labour force which, over
much of 1994, almost dared management to
react,

It is possible this was a standard tactic
with the previous owners, the Pickard
family. This time, though, it didn’t work.

After the general election-related dis-
ruption, Gentech’s managers expected a
return to normality. It didn’t come; finally, a
confrontation with the workforce was in-
evitable,

That resulted in a large retrenchment
programme accompanied by a major fac-
tory reconstruction.

While that was in full swing, Gentech
was obliged to increase imports substan-
tially — and to absorb fully the inevitable
knock in reduced margins,

Now, however, significantly better ef-
ficiencies are clearly in evidence. Also,
there is some indication of an improvement
in consumer demand. The purchase last
year of Hoover’s SA operations, which has
already produced some growth in turnover,
is expected to contribute materially over
financial 1996.

The counter is trading at 280c, not far
above its 12-month low of 255c. The
market is merely reacting to a long suc-
cession of bad news.

However, investors buy for the future and
the evidence suggests better days are not
that far off.

David Gleason
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' Good rain benéfits Illovo Sugar

JouN SHERROCKS

KWAZULL NATAL BUSINESS EDFCR

The rain gods smiled on Tlovo Sugar, enabling the Durban-based company
to report earnings of R41 million for the half-year to March 31 — a sharp
increase on the R8,5 million for the last comparable period.

While drought persisted in many areas, llovo's wide geographical
spread of mills limited the impact. Sugar production for the season rose by
207 (00 tons to 773 068 tons, with Movo’s share of overall industry produc-
tion up by 46,6percent.

Even though off a low base, [llovo’s 391 percent increase in earnings to
26,5¢ (5,4c) is sweet news.

Turnover increased by 46 percent to R7,3 billion (R5bn). Operating prof-
it was 223 percent up at R85,3 million (R26,4m). Pre-taxed income was 445
percent higher at R68,7 million (12,6m). An interim dividend of % a share
was declared (4,5c).

Chairman Glynn Taylor said the by-products operation at Merebank had
performed well and there were improved results from the furfural plant at
Sezela.

He said the relocation and expansion project for the Eston mill, which is
being finance from internal resources and is due to start production in April
1996, is on schedule and within budget.

Mifiaging director Don MacLeod said internal financing of the Eston

i

' s

R Fatk

BOUNTIFUL; The rain gods smiled on the sugar plantations
SUCAR
mill would be assisted by the reduction of core borrowings to R6,7 million.
He said that given the improved rains in March and April, the prospects
of increasing production by a further 40 000 tons were good. -
1t is forecast that taxed profits for the full year will be in the region of R86
millton.
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BITTER BAITI.E Sugar scientists struggle to convey their message

Sugar researchers stﬂl

fightin

mén lsjas

RROC

KWAZULU INATAL BUSINESS EDTOR
/
. Years after 1ts roduct was glven a
| clean bill of. ﬁealth the world’s
sugar industry is still spending mil-
lions fighting propaganda.

The scientists who provide the
ammunition for the battle are in
Durbari this week attending the
annual conference of the World Sug-
ar Research Organisation (WSRO,

The behind-closed-doors meet-
ing, -organised by the SA Sugar
Association in conjunction with the
WERO, willfocus on scientific pro-
grammes:undertaken by sugar-pro-
ducing cointries around the world.

Besidesresearch-related topics
the two-day conference will focus
on internal matters such as progress
with the'recently established infor-
* mation sérvice,

Chuck-Vlitos, a. delegate to the

By ]OHN

conference; and immediate past .
director general of the WSRO, said

*more than,R120 million was spent
annually ori sugar research around
the world.,

While: most.of the money was
spent on. ¥researchmg agricultural
advances)s’ aboxit:, R12 million was
given to nutritional research.

Vlitos said claitns that sygar con-

18 bad foo

«mﬂ

g 6
SUCI’ﬁ '
sumption was related to medical
problems such as heart attacks, obe-
sity and diabetes — ironically inst-
gated by well-intentioned nutrition-
ists — had been saenhﬁca!ly refut-
ed years ago..

However, it was more chﬁﬁcult to
remove perceptions that siigar is
bad for consumers, especially when
producers (Jf=J artificial sweeteners
encourage this view, said Vlitos.

“The scientific evidence is all
there. With the exception-of tooth
caries, sugar has no detrimental
effect on health.

“However, a perception has
been built up that if a product has
no sugar it is healthier than one
containing sugar. No food is bad;it
is just our diets that can be bad.”

On the question of ethanol fuel,
Vlitos said 1t' was not a fifhcially”
viable option yet for countries that
had access to fossil fuels. However,
he was confident that ecological fac-
tors and the dwindling supply of
petrochemical products "would
eventually lead to mc:eased fise of

ol

Viitos said the next” major re-
search would be, the. field--of bio-
genetics, which would shorten the
development of new crop varieties

“from 14 years to about 12 months,
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Ommxw power

By DeRek ToMMEY

MINING mb:.Ox

Within the next six or seven, wmma

the Western Cape is likely to
become one of the country’s major
industrial growth areas, with South
African and international firms
flocking to the area to take advan-
tage of its newest resource — gas
powered m_mngﬂa,

This is the outcome that is
expected to flow from the develop-
ment of a potentially major natural
gas field, the Kudu field, situated
150km off the coast of Namibia by
Shell Exploration and Production
Namibia and Engen.

If everything goes according to
the developers’ expectations, they
will start piping this gas to the
Namibian coast and then to
Saldanha Bay to fuel a new Eskom
power station and possibly Iscor’s
new steel plant, just after the turn
of the century.

A further pipeline may be laid -

to Cape Town to supply local ‘w.wn&ﬂgﬁ gérierating capacil

industry.

#iFthe Western Cape as this will m_m.

But the Western Cape will not; 4?5@.33 the Br»v&@ of supply to

have to wait until the ?ﬁaﬁm

reaches Cape Town to benefit from )

natural gas. Ger Kegge, Shell
Bxploration and Production Na-

- mibia's Bwsmﬂ.:m director, says his

calculations show that a gas-fired
Eskom power station at Saldanha
could produce electricity at a lower
cost than Eskom would be able to
supply to Cape Town in the future
from its Highveld power stations.

Eskom does not fully agree
with these figures, but has held pre-
liminary discussions with Shell and
Engen on the supply of gas to a
future power station, he says.

Mike Deats, senior general
manager of fuel and technical ser-
vices at Eskom, says it is likely that
Eskom may come to some kind of
arrangement for the purchase of
gas.

area.

" Cape Town gets most of its
power over long-distance transmis-
sion lines from the Eastetn
Transvaal and the balance from the
Koeberg nuclear power station.

Kegge says Shell Exploration
and Production Namibia is confi-
dent that the field contains a mini-
mum of 3 trillion cubic feet of gas
and may well hold much more.
Drilling to determine the size of the
field will begin soon.

An important requirement in
the development of the field is
large long-term commercial cus-
tomers. Eskom and Iscor can meet
this requirement.

Kegge says that in ballpark fig-
ures, it will probably cost about
$1 billion to develop the field and
Ppipe the gas to the Western Cape.
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Harvest Watrants, .

» In March¥Tast year ‘Theta
Securities, the Rosebank-based
firm' of financial securities special-,

lion SUO1 stock. Investors included
Old Mutual, Fedsure; Metlife and
African Life.

The stock was issued vw the
South African Sugar Association to
fund 9500 small sugar cane farm-
ers from disadvantaged communi-
ties. The sugar industry, via the
association, wished to limit the
negative effect of continuing
drought on production and loan
default by small cane growers.

The returns on the stock at the
date of issue were capped at about
16,88 percent and had a floor return
of about 8,9 percent.

Returns were based on expecta-
tions of a basket of factors that
affect the small cane growers’ earn-
ings. The return is determined by:

e,

mum yleld* due on nrm:. 1995

ists, designed and placed R42 mil*"

“‘\

Mr Leon Kirkinis, managing
director of Theta Securities

OThe South African cugar
crop;

O The world spot price of sugar
on March 31;

OThe closing rand/dullar
exchange rate on March 31.

Although the sugar crop and
the rand{ dollar spot were margin-
ally below base projections, the
world spot price of sugar, which
increased from $231 a ton at the
date of issue to $324 a ton on
March 31 1995, exceeded expecta-
tions, World consumption exceed-
ed world production for the third
consecutive year.
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Tongaat sells;"
Cane Carriers”

(2SR, o

move to get out of non-core

business, Tongaat-Hulett Sugar has

sold Cane Carriers to road freight

transport company Unitrans foran

undisclosed amount, the parties -

have: announced, Cane Carriers i3 .

Tongaat’s cane haulage and sugar

transport business. .

Unitrans, owned 77 percent by

.{ Murray :and Roberts, plans.to.
invest R40 million over a year in

the new business. » - 0

The business of Cane Carriers

|| will bessplit between two Unitrans;

subsidiaries, Unitrans Sugar ‘and-.

Unitrans Zululand. The two com- -

paniescywill -absorb all Cane

| Carriersoperating staff, said MD

Bruce Dunlop — Staff Writer
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By Derex TOMMEY

reserving their posmon to ta.ke
appropriate action at an appropri-

_Sa,sol protyectlon is sla&(j

qusg , its synthetic fuels divi-
sion made a huge contribution to

Private oil refinery operators are  ate time. the South African economy, adding
, |highly ‘critical of the Arthur They maintain that the report  value to the amount of R6,1 billion,
< | Andersen report apparently recom-  and ifs recommendations are an  saving about R5,6 billion a year in
; | mending continued protection for entirely inappropriate basis for for-  foreign exchange directly and indi-
t | Sasol's synthetic fuel division. mulating future policy on a num-  rectly employing nearly 59000 peo-
t The "report has not been berofissues affecting the oil indus-  ple which is many times greater
" [ released to the public, but Sasol has  try, including Sasol’s subsidies. than the cost of its protection.
i lindicated that it recommends the It is understood that in their A Sasol spokesman said that it
1 | protection it has received should be  submission to Arthur Andersen, was hoped that the other oil com-
¢ | continued at a reduced level, drop-  the oil companies claimed that any ~ panies would also demonstrate
~ | ping from the current $21,40 a bar-  subsidy to Sasol creates a distorted  their transparency by inviting
5 | rel to $17 a barrel by July 1999. uncompetitive environment. The  Arthur Andersen to conduct a sim-
Sasol maintaing that by that subsidy not only affects the South ilar scrutiny of their businesses.
I ] time the international oil price will ~ African oil industry, but also the An official of the National
- §beabove the$17 abarrel mark and  chemical industry and, ina general  Economic  Development and
5 |therefore the protection it will sense discourages foreign invest- Labour Council said the report is to
4 ] receive from that date will be effec-  ment and foreign trade in South be submitted to its Liquid Fuels
+ | tively zero, Africa as the wrong signal is given  Industry Task Force for formal con-
h Sapia, which represents the to investors. sideration, after which it would be
major oil companies, says they are Sasol claimed that as a result of  released to the public.
"{llovo_looses dumping case
&M |15
ice | By JoHN SHERROCKS Tovo, formerly CG SmitSugar  "national Trade Commission ruled
le- KAAZUL NAT BSNESS TR 5 @ subsidliary of the CG Smith  that QC Chemicals of Indiana had
ne Group. made a “reasonable” case that it was
to | South Africa’s largest sugar produc- Furfuryl is an agricultural by-  being hurt from imports from South
nd | e Movo Sugar has lost a long-run- pmduct which is used in metal cast-  Africa, China and Thailand.
to | ning battle against an anti-dumping  ing manufacture. QC Chemicals brought the anti-
v | duty being imposed on its furfuryl South Africa is the second g suit.
gh | alcohol exports to the United States.  biggest supplier to the United States Tﬁmcomplamt became the sub-
15t The US-based International after China, ject of an official inquiry by the com-
not | Trade Commission this week con- merce department in Washington.
red |firmed that furfuryl alcohof import-  Inconvenient Movo contested that QC
ed from South Africa and Taiwan Chemicals was seeking protection
fer, |had “caused material injury” o the Movo said the duty woultd have  because its own poor management
1to  { domestic industry: no effect on their exporis to the made it uncompetitive.
ta “That i, it upheld that we have  United States. QC Chemicals maintained its
been dumping,” said Bernard “If they had achieved the 68 per-  situation would worsen because
old | Ravno, production director at Tovo  cent they were aiming for it would  Hovo would now be in the position
nad | Sugar. have effectively closed down our to take advantage of the American
that He said the Federal Regulator  exports. .. at 11,5 percent it will be  general system of preference which
and | was only due to set the level of the ~ somewhat of an inconvenience,” a  gave South African exporters of
the |impoert duty on June 21 which he  spokesman said. about 4000 products duty-free
believed would be 11,55 percent. In July last year, the Inter- accessto America.
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Sweet success In sugar cane:
| jas %)smfm

| er(er)ic s

By JoHN SHERROCKS
" 1ed s KVAZUL) NATAL BUSINESS EDTCR

The seed for training small-scale
sugar cane growers planted by the
Small Grower Development Trust -
three yedrs ago has taken root, to the
benefit of many of the organisation’s
45000 members: “

~ Addressing the annual meeting
of the’frpst in Durban yesterday,
chairman Wilson Luthyli said that
since the trist's inception, 1, 300 peo- .
ple had refeived instittional train-
ing while over 2000; people had

e

received -agricultural,and business -

skills training at a total cost of
R1,6 million. .
A highlight of the year was the
implerentation of a pilot training
programme in the Felixton Mill area
for the training of growers, grower

facilitators and confractors in busi-

ness skills, vehicle maintenance,
institutional development and cane
husbandry.

Luthuli, co-fourider of the trust:
will be standing down as chairman

. and. will be retiring from all other

sugar industry affairs. He attended”
his last meeting of the SA Sugar
Assodiation Council in May.




By JON BEVERLEY

SPECIALWRITER

Aslight increase in sugar output of
1,69 million tons — still well short
of the potential 2,4 million fons —
was forecast for the coming season
by Tony Charlton, outgoing chair-
man of the SA Sugar Millers’
Association at the annual meeting
lin Durban yesterday.

He called on the government to
‘provide financtal assistance {0
those sectors, including all farmers,
not accommedated by banking
institutions.

Millers were told that there
would be sufficient sugar to meet
local and export requirements in
| the coming yeat.

I Charlton said he expected the

ocal sugar market to grow by
about 4 petcent, However, with an
mynusually” high level of stocks on
hand, the requirements for the local
market and for export are at much
the same levels as last season.

He said imports from str-
rounding countries had blunted
. figures for local consumption in the
' past year. There had been econot
ic growth, but this was not reflected
in consumption which was down
§ percent, or 100 000 tons, to
1,235 million tons — & level last
seenin 198%/90. .

Deputy chairman Glyn Taylor
said world output was expected to
exceed consumption this year
unlike last year when output fell
short by 5million tons and the
price rose fo $348 a ton for raw
sugar and $430 a ton for refined.

Tt was now at $300 spot and
42720 for March 1996 futures.
However, South Africa had sold

American quota — at an average
price of $299. In the past two weeks
a £2 000 ton shipment to Japan had
been secured at a premium of $66 a
ton, Taylor said.

Global production was esti-

mated to be 115 niillion tons with

increases coming from Australia,
“Thailsid: and Brazil: Output from

High stocks will
counter growth

in sugar market
M&ﬂﬁ

about half of its planned exports —.
which included the high-priced-

T
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Cuba was falling.

The situation in China was dif-
fieult to assess. Chinese farmers
were expected to produce 6 million
tons with consumption at 8 million
tons. However, consumption was
low, at 6kg a head (against a world
average of 19kg), and it was not
known how China would react to
increased demand.

Taylor said incentives for farm-
ers, encouragement of high fruc-

‘tose corn syrup, and a change
towards artificial sweeteners were
possibilities.

He warned that because of the
#China question” and other factors
the world sugar market was
becoming bearish, which was
reflected in the world sugar price.

Charfton said there were 4400
Joan applications from small-scale
farmers to the industry’s financial
aid fund this year, Together with
working loans from existing farm-
ers, this pushed up the fund’s loans
to R94,2 million.

He envisaged loans reaching
R200 million within 5 years, which
would turn the industry into 2
banker, a role it could not assume.

However, the industry re-
mained committed to supporting
small-scale farmers, he said.

The association felt that the
government should be responsibie
for providing financial services, not
only to sugar farmers but to small-
scale farmers in general. This was
what they had told the commission
of enquiry into the provision of
rural financial services.

Charlton said the long-term
effect of South Africa agreeing to
the provisions of Gatt should be
relatively higher sugar prices as

,well as additional export oppor-

#hunities in a world market in which

South Africa would hold a con-
siderable advantage as a low-cost
producer.

But he warmed that it would
take time because it would take
many " years for the heavily sub-
“sidised and high-cost industries,
particularly of the northern hemi-
sphere, to respond and adapt.
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Charlton told the AGM that g
. though the sugar industry remained
committed to Supporting smafl-seate
armers, it could not pe 4 banker,
“The responsibilities and risks jp-
herent in an operation of this natyre
and magnitude should pe transferred
O an organisation which has, 45 part
of its core fanctions, business: of this
kind,” he saiq. Such a transfey, would |
ensure lending could pe widenied be-
yond sugar eane Crop. production.

M




e
k]

AR

SWAZILAND-incorporated Lonrho Sugar |

Corporation increased its attributable
profit 57% to 70,8m emalengeni (F45,2m)
in the year to March as good crops in some
areas shielded the effect of drought condi-
tions in others.

Lonrho Sugar, with operations in Swazi-
land, Mauritius, Malawi and SA, was a
subsidiary of UK multinational Lonrho.
Results were reflected in emalengeni,
which corresponded fo the SA rand.

Directors said in line with expectations,
the group’s return to record profits was
achieved after a full year contribution
from its expanded operations at Sucoma
in Malawi and “a record performance” in
Ubombo in Swaziland.

In SA, Glendale’s profits were slighily
down on the previous year because of the
drought which was in its fourth year.

Mauritian operations improved and re-
sults included for the first time the 117-
room Grande Gaube Hotel which was
bought during the year.

Group turnover increased 38% to
E618m (E448,3m} and pre-tax profit was
64% higher at E144,2m from E87,7m pre-
viously. This was made up of a 66% rise in
the performance of group operations to
E131,8m and a 49% increase in that of
associates to E12,4m. .

After taxation — which was at a rate of
23% — and minorities, attributable profit

sonrho Su

‘Good crops protect
gar

results
22/b[1S .

Lonrho 5ughr Corporation

was 57% higher. Because of additional
shares in issue, earnings rose 50% to 59,2¢
(39,6¢) a share.

A final dividend of E0,17 a share was
declared to bring the full year dividend up
95% to F0,30 (E0,24) a share, covered
twice by attributable earnings.

At the September interim stage, the
group reported a 37% rise in attributable
profit to E30,9m. At that stage directors
said half-year results were half the esti-
mated results for the full year, but full-
year resulis indicated the performance
was better than expected,

The tightly held share closed yesterday
at B7 off a December high of E7,50 and a
June 1994 low of E5,50.
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Export and research facilities are cancelled
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By Marius Bosch

Johannesburg — South Africa’s
sugar industry was withdrawing
the export and research facilities it
provided to Swaziland because of
Swazi competition in the domestic
sugar market, Swazi officials said
yesterday.

Andy Colhoun, the general
manager of the Swaziland Sugar
Association, said the South African
Sugar Association had decided not
to renew contracts giving Swazi-
land access to export facilities,
research and training with effect
from April 1 next year.

“They now consider us their
competitors and they are not pre-
pared to extend us any facilities
that may make us stronger,” he
said.

South African industry officials
said last month they had been
increasingly exposed to the world

market price as a result of Swazi
competitior. ’

They said inroads made by
Swazi and Zimbabwean sugar into
the South African domestic market
would cost the industry about
R275 million this year.

Colhoun said the association
would not allow Swaziland to use
the sugar export terminal in
Durban from next April.

In addition, Swaziland's pro-
ducers would not have access to the
assoctation's research facilities at
the Mount Edgecombe experimen-
tal station. They would also be
denied access to the association’s
industrial training centre at whicha
third of the students were from
Swaziland.

“The effect of these actions is to
damage the Swaziland sugar
industry, its ability to train its
people and to obtain access to new
varieties of sugar cane,” Colhoun

ﬁiﬁugar de

said.

He said the association was
legally entitled not to renew its con-
tracts providing the facilities to
Swaziland. That move would cost
Swaziland about R3,5 million.

Swaviland benefited from duty-
free access to South Africa through
its membership of the South
African Customs Union, which
groups South Africa, Botswana,
Namibia, Swaziland and Lesotho.

Colhoun said the domestic mar-
ket within the customs union was
about 1,6 million tons. Swaziland
exported about 145 000 tens of fin-
ished and semi-finished sugar
products to South Africa each year.

“What goes across the border
into South Africa is a manufactured
or semi-manufactured product.
This has gone on for a long time but
because of our cheaper price this
amount has grown,” Colhoun said.

“What they are complaining

al sours
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about is that they would have to
export less if they had the market
we have. But that is what competi-
tion is all about,” he said.

Cothoun said Swaziland would
not be hurt by the ban on use of
South African export facilities
because most of its sugar exports
were shipped through the
Mozambican capital of Maputo,
which is much closer than Durban.

Swaziland's sugar industry is
much smaller than that of South
Africa. Swaziland expects a sugar
ctop of 458 000 tons for 1996-97 and
South Africa is gearing up for a
record crop of 2,4 million fons.

South Africa expects to export
about 1,1 million tons of sugar dur-
ing this period. Swaziland usually
exports about 78 percent of its crop,
mainly to Europe and the US.

The South -African Sugar
Association was not available for
comment. — Reuter
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‘Top Pagad man s
on R1 O[ q(gOO bail
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CAPE TOWN /{— A leading mem- bned with death when Pagad

free

ber of People ‘Against Gangster-

ism and Drugs (Pagad), Mogamat

Nadthmie Edries, was granted

R10 000 bail when he appeared in

the Wynberg Magistrate’s Court

yesterday on charges of sedition.
Edries, 37, who was arrested in

a dawn police raid on homes in the

Cape Flats on Tuesday, was given

gtringent bail conditions and the
. hearing was postponed to Septem-
ber 17.

Charges of sedition and mur-
der are being investigated against
Pagad after the murder of Hard
Livings drug lord Rashaad Stag-
giein Salt River on August 4,

Yesterday two men posing as
policemen were arrested afier
they alle edl\){! tried to free Edries
at the Table View police station,

The two men, wearing bullet-
proof vests, said they had come to
escort Edries to Wynberg, but he
had already been taken there. Po-
lice later arrested the two, who
were identified among protesters
at the Wynberg courts. One is a
police reservist.

They will appear on charges of
impersonating policemen and at-
tempting to free a prisoner.

Before the hearing Pagad sup-
porters held a demonstration out-
side the court, calling on the au-
thorities to free their leaders. A
- number of journalists were threat-

claimed they distorted the facts.

Earlier Pagad called on Justice
Minister Dullah Omar to return to
his house in Rylands on the Cape
Flats. Omar on Wednesday said
he had moved his family to a safe
house amid the spirailing conflict
and rhetoric between Pagad, the
underworld and the police.

A Pagad spokesman said the
organisation was very upset that
gome people, who claimed to be
Pagad members, had threatened
the life of Omar and his family.

Freedom Front  security
spokesman Joseph Chiole said
Omar’s move confirmed that SA
had fallen into anarchy, while op- %
position leader FW de Klerk said '
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Omar’s move probably was wise if
it was temporary, but would send
a damaging signal if permanent.
Meanwhile, a Jewish commu-
nity in Bulawayo gaid it would
support Pagad if it embarkedona
holy war to rid the community of
gangstersand drug-related crime.
Bulawayo Hebrew Congrega-
tion’s Rabbi Ben Isaacson said:
“When... murderers proudly
demonstrate for the right to con-
tinue murdering, and victims who
have tired of the ‘moral values’ of 2
government which does not the
know the difference between right
and wrong are charged with sedi-
tion, all iz lost.” — Sapa, Reuter.
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Support for Swazi ;
3 ) SUGAR Bh |
gar industry had withdra'
search facilities it provided to Swaziland because of
Swazi competition in the domestic sugar market,
Swagzi officials said yesterday.

Swaziland Sugar Association GM Andy Colhoun
gaid the SA Sugar Association (SASA) had decided
not to renew contracts
export facilities, researc
from April 1 next year.

“They now consider us their competitors and they
to extend us any facilities that may

are not prepared
” Colhoun said.

make us stronger,
Industry officials said inroads made by Swazi and

Zimbabwean sugar into the SA dome stic market

would cost the industry about R27 5m this year.
Colhoun said Swaziland would not be hurt by the

ban on using SA export facilities because mo