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Builders see

modest rise
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By MaGGIE ROWLEY

owr) — Growth in total
building activity would have to
increase between 15 and 20 percent

this year if the RDP was to be’

successful, according to the BMI
building research strategy con-
sulting unit.

According to its latest quarterly
survey of the building industry, this
growth exceeded expectations for
the next 12 months for the emerging
and formal sectors of the industry.

A net 70 percent of the emerging
sector expect conditions to improve
over the next 12 months, but this
improvement is not expected to be
more than 5 to 10 percent. But
64,3 percent of formal contractors
expect building activity to pick up
by less than 5 percent this year.

The unit said emerging and for-
mal contractors expected the RDP's
lack of visible delivery.last year to
continue this year. They had lost
confidence because delivery had
been disappointing, the unit said.

“Certainly it would appear that
the established sector has written
off RDP housing as a niche market
at least for the foresecable .future
and will concentrate their efforts in
the other, more traditional building
markets with a particular focus on
townhouses and clusters.”

There could, it said, bearetum.-

to popularity of high-rise flat devel-
opments in the metropolitan areas,
sold on sectional title because of the
fortress-type security offered hy
these developments.

“No doubt the crime wave has
also contributed to the so-called
security-enclave syndrome where
middle- to upper-income suburban-
ites barricade themselves behind
high walls in secluded and self-suf-
ficient suburban islands a few street
blocks in size.

“Clearly there is a commonly
held view, across all respondent
groups surveyed, that the next 12
months will not show significant
progress with regard to delivery on
the RDP housing programme and
therefore for the building industry.

“The building industry is clearly
adopting a wait-and-see attitude
and is planning for fairly modest
growth in activity in the other mar-
ket segments of the industry.”

Manufacturers report
better business climate

By AUDREY D' ANGELO AND SAPA

Cape Town — Business conditions
were generally better than expected,
the Bureau for Economic Research
at Stellenbosch University said in a
nationwide manufacturing survey
undertaken during the fourth
quarter of last year.

“The level of sales and order
volumes was better than expected
and significantly higher compared
with a year ago,” the bureau said.

However, the experience of
manufacturers in the fourth quarter
suggested the tempo of business
activity was declining and this
could persist.

But it warned that competition
from imports was “becoming
stronger in key consumer goods
industries.”

The report said that while
certain consumer goods industries,
particularly clothing, footwear and
leather goods, enjoyed a buoyant
first half last year “conditions
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seemed to become somewhat
tougher in the second half.”

There was a slowing down in
the rate of, manufacturers’ cost
increases: “Lower increases in raw
material unit purchase prices and
labour unit costs were translated to
lower unit selling prices, but profit
positions are presumably im-
proving,” the report said.

Order volumes and stocks of
finished goods on the domestic
market in particular were on a level
which would provide little stimulus
for production growth, but some
impetus could come from a
combination of keener export order
volumes and too low stocks of
finished export goods.

The bureau said that despite an
apparent lull in demand conditions,
manufacturers expressed confi-
dence in the long-term prospects of
industry.

The report said the motor indus-
try was a leading performer last
year. “Its production volumes grew

) yé !ment compared with a year

ago. This industry has wide-rang-
ing forward and backward linkages
in the economy.

“Consumer goods industries
which benefited from the growth in
private consumption expenditure in
the first half of 1995 included cloth-
ing {production volumes growing
by 9 percent year cn year), textiles
(13 percent), footwear (15 percent),
wood products (7.3 percent) and
leather goods (10 percent).”

But production and order vol-
umes declined in the clothing,
footwear and leather industries in
the fourth quarter, compared with a
year ago.

“Business confidence is lacking
in these industries. In contrast, busi-
ness conditions in the furniture
industry appear to have tumed for -
the better.”

The future for heavy industries
was bright, but these prospects
were, however, also dependent on
export demand, the bureau said.

BANKING THE BONUSES LTA is expechng fo receive three incentive bonuses as work on the R82 million

contract for block E of Bank City in the Johannesburg city centre looks likely to be achieved ahead of schedule,
This, the fourth phase of the project, is due for completion by May next year. The current value of work complet-
ed byl.TA which also constructed bloc.'cs A,B, Cand D, is about R600 million - .




By ANDREW TRENCH

THE construction

decade,

The warning follows a dramatic weel

industry has
warned the government to get its
housing policy in order or watch the
collapse of its dream of delwerm%la
million houses by the end of the

which saw Gauteng pull the plug on hous-
ing projects worth R89-million, or 7 100

planned homes.

Daan Roelvert, the dir

and Developers — which: represents
some of South Africa’s biggest construc-

L ; . @ , .
tor  of the ’
National Association of Home' Builders.

tlon companies — warned that major
developers and constritction companies
were shying away from government

housing “projects because of delays,

uncertainties and the financial risks they
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were expected to take.

Mr Roelvert said devel-
opers wanting to establish
a township of 1 600 houses,
for example, could expect
to wait two years, spending
millions of rands before
building the first house.

During that time polit-
ical or community inter-
ference, or cancelled
contracts, could sink the
project — and the devel-
oper's investment.

“The social and political
scenario has got to change.
They have to make it
viable and atiractive
enough for developers to
get involved,” he said.

Mr Roelvert’s warnings
foliow the Gauteng gov-
ernment’s decision to take
eight projects away from
several companies, claim-
ing they were not deliver-
ing and that only 2000
homes had been built in the
region last year.

But Enos Ngutshane, the
deputy director general of
housing and local govern-
ment in Gauteng, who
insisted the companies
were to blame for lesing
the contracts, had a differ-
ent view.

“We are not going to sit
down and beg them to do it
(build houses)— those days
are over. More especially
for the big puys. They are
the ones who are holding
the building industry te
ransom. We need to break
down the cartels,” he
said.

Among those which lost
contracts was Stocks &
Stocks — builders of the
Lost City, and former
darling of the Gauteng
government whose
dream of building 150 000
houses a year 'was
embraced by the Gauteng
premier, Tokyo Sexwale,
in 1994,

This week the company
— hacked by the Gauteng
Housing Board — insisted
it had not been pushed
from the projects but had
voluntarily given them up
to allow the money to go to
other companies which
were well placed to deliver

houses,
officials

Government

Wake up,
. or watch

have stood their ground,
insisting the companies did
not give up their projects
willingly, but that the pro-
jects were taken away be-
cause the companies failed
to deliver the goods.

Mr Ngutshane insisted
that Stocks & Stocks and
others lost their confracts
because of non-delivery.

He provided details of
Stocks & Stocks alleged
failure to deliver, saying
6 800 houses had not heen
built in Bekkersdal and
Westonaria; 3 536 at Rood-
ekop in Germiston; and a
further 560 houses in Mpil-
isweni in Thokeza.

+ By comparison, a con-
struction company in Pro-
tea Glen in Soweto had
already delivered 979
houses, he said.

Stocks & Stocks denied
that it was associated with
some of the projecis men-
tioned, and said it had
relinquished others be-
cause they were not viable
at the moment.

Alex Leonsings, the man-
aging director of Homes
for Gauteng — d Stocks &
Stocks subsidiary — con-

BIG PLANS . . . Alex Leonsins’s
company has pulled out of a project
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firmed that his company
had withdrawn from an
agreement to: build 1 000
houses, and had yet to
complete any of the other
9000 houses it was
committed to building.

He conceded that the
company’s initial vision of
150 000 houses a year being
built in Gauteng -— of
which it hoped to build
40 000 a year — had had to
be tempered in the face of
delays in implementing
financing policies.

Mr Ngntshane said that
in the past the industry had
had to deliver only 35 000
houses a year, but South
Africa now needed 10
times that number.

He said the “conglomer-
ates cannot afford” this as
glgy were over-commit-

Martin van Zyl, the head
of the Gauteng Housing
Board, confirmed {his
week that only 2 000houses
had been delivered in
Gauteng this year.

Joe Malherbe, the legal
consultant to the hoard,
said some 90 pércent of the
67 projects undertaken in

BUILDING HOPES . . . Martin van
Zyl of the Gauteng Housing Board
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the region were way
behind schedule.

The government has
taken a first step towards
speeding up delivery and
dealing with the concerns
of developers.

Late last year it agreed
to pay developers as
construetion progressed,
instead of at completion, to
combat their cash-flow
problems.

In return, the Gauteng
Housing Board put dead-
line clauses in the con-
tracts with developers to
make sure houses were
completed on time.

Mr van Zyl said the deat
was already bearing fruit,
with the board paying out
R37-million in the two
weeks following the agree-
ment for some 8000
partially completed hous-
es. “It’s a kind of a carrot
on a stick,” he said.

Under the previous pol-
icy of paying on comple-
tion, only R18-miilion of
the R900-million which had
been allocated for housing
construction in Gauteng
until 1998 had been spent
by November.
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o I';Iob{n Chalmers the civil engineeringin nstry. year were likely to show a decline
-vand Lukanyo fMnyanda Building Industries’ Federa- of between 27% and 32% in rand

W e e . tion of QA executive director-lan  ferms. + . .

THE construction’ indlistry was Robinson said last year hadbeena ’ Langenhoven paid there were
puffeted by job losses, the fall-off disappointing one for the building gigns that the industry was recov-
of large-scale contracts and the industry, particularly as there ering from the “tender standstill”
non-performance of the RDP last were atrong expectations that the reported in 1994, but the comple-

year, but there js growin opti- sector was entering into a period  tion of large contracts such as

mism that the long-awaited boom of sustainable growth. Alusaf were unlikely to be re-
will materialise this year. Price increases for building placed, which meant awards
Central Statistical Service fig- materials were lower than expect- would remain low.

ures released this week showe ed, although analysts said the acid Total turnover Jevels for last
employment in the total construc- test this year would come when %‘%M were expected tobe at around
tion industry fell 4,1% or by more the delivery of mass housing be- ,1bn, about 4,5% lower than the
than 16 000 workers between Au- gan in earnest. initial expectations of about
gust 1994 and August last year. SA Association of Quantity Rb,4bn. However, the situation

This was despite fears at the Surveyors president Barry could improve this year, Langen-
beginning of the year that the in- Probert gaid  industry figures hoven said, citing last year’s suc-
dustry would be unable to gear up showed that price increases were cessful local government elections
for the demand created by the maintained at around 7% last as & possible generator of more
take-off of the low-cost housing yeal, with steady demand for contracts.
segmentoftheRDP. products and no difficulty with An improvement in the admin-
The figures showed that em- supgnly meeting demand. jgtration of provincial and local
ploymentin the building construc- A Federation of Civil Engi- governments might resolve “bot-
tion indusiry decreased 3,3% or neering Contractors economist flenecks” in RDP recovery and the
6 900 workers, and 6,2% or 8 000 Henk Langenhoven gaid the in- benefits could spill over tothe civil
fower workers were employed in dustry’s contract awards for last engineering in nstry.




Construction company
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forced to gut estimates

DELAYS in massive public works pro-
Jjects had forced industrial conglomer-
ate Murray & Roberts Holdings (M&R)
to cut its estimate of group net profit
this fiscal year to 15-20% from 25-30%,
CE Graham Hardy said.

M&R earned R408m in financial
1995, up 20% from 1994’s R340m. The
company’s fiscal year ends on June 30.

Analysts said that as the country’s
largest construction group, M&R is
likely to get 25-30% of RDP-related
project work, for .which R7,5bn has
been allocated this year. Its main com-
%etitors are construction groups LTA,

roup 5 Holdings and Grinaker Hold-
ings, and engineering concern Dorbyl.

The group’s Blue Circle cement arm
— which contributed 18,9% of its op-
erating profit of R741m in financial
1995 — is a good barometer for mea-
suring activity. “During the second
quarter of last year, cement volumes
grew by 15%. Now we are currently at
5-6%,” Hardy said, »

TheRDP was to have started at the
beginning of last year. But best esti-
mates are that it will start in mid-

1996, with M&R’s earnings not bene-
fiting until next year and beyond.

Still, the group’s core construction
and engineering business should yield
a 15-20% net profit expansion, given
expectations of a 4% growth in SA’s
GDP this year and an 8% rise in fixed
investment, Hardy said.

Analysts’ forecasts for the company
are mixed. Kerry Clarke of brokerage
Fleming Martin Securities downgrad-
ed her projections to just 15% growth
from 30% because of the delay in state
infrastructure spending. “But the up-
side is that the government fizxed
spending cycle will probably extend to
2000 from 1998.” she said.

Chris Veegh at broker Ivor Jones,
Roy & Co believes earnings growth is
sustainable at 30% for this year and
next year,

To untie the knets delaying the
RDP, M&R has seconded three senior
executives to government — Brian
Monteath, Camagu Soga and Bob Al-
lister — to help develop administrative
and financial systems, as well as busi-
ness plans for projects. — AP-DJ.
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Delay's in RDP may hurt
construction industry G

e i
Lukanyo Mnyanda
and Robyn Chalmers

THE profit levels of a range of con-
struetion companies are likely to have
suffered over the past year as a result
of delays in the implementation of gov-
ernment’s public works and low-cost
housing programmes.

Industrial group Murray & Roberts
Holdings’ announced this weel that'it
had been forced to cut its estimate of
group net profit growth for the year to
dJune to 15%-20% from 25%-30%.

Stocks & Stocks deputy executive
chairman Bart Dorrestein said yester-
day the housing construction and de-
velopment division’s contribution to
group profits had taken a huge knock
sincelast April. ~ ¢

“Were it not for the fact that we
have compensated with income from
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other areas, the group would not have
been able to remain on track with its
forecast of improved profits,” he said.

Grinaker Holdings CE Jack Saulez
said Murray & Roberts’ reduced fore-
cast was likely to apply to a large per-
centage of companies in the building
and construction industry.

Government had to move quickly
and provide direction as it was still
“not clear what RDP projects are”,

Grinaker’s half-year results would
be released next month,

LTA Group MD Colin Campbell
said that while movement on RDP pro-
Jects was slow, LTA would not be re-
ducing its forecasts.

An analyst said he believed the slow
movement on RDP projects was also
likely to knock smaller township devel-
opers who were expected to undertake

" ashare ofthe development work.




invested over three months, while

for the sake of the company, @

Training program_me tor 2 000
people on sit ew toll road »
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Atraining programme is under way
on the site of the largest road con-
tract ever awarded in South Africa
— the R500 million, 122 km section
of the N1 toll road from Warmbaths
to Pietersburg,

The South African Road Board
awarded the financing, construction
and maintenance of the road to
Northern Toll Road Construction ~
a joint venture between LTA and
Murray & Roberts, The actual con-
struction is being undertaken as a
sub-contract by LMG, a joint ven-
ture between LTA, Murray &
Roberts and Grinaker Construction.

The contractor has committed to
award contracts worth R50 million
to emerging businesses, to provide
formal training for about 2 000 peo-
ple. LMG project manager Fugene
Erasmus said 53 contracs, plant hire
and sapply orders valued at more

2R Ji a / ‘7{
been awarded

by the end of last November
“The success of this programme §
could well result in the RDP portion {
of the contract exceeding the stipu-
lated R30 million by contract com-

pletion in July 1997.”

To date, emerging business has E;__

been involved in activities such as
fencing, installation of gabions and
sub-scil drains, and the construe-
tion of cross roads.
LMG's training school, run in %
conjunction with the Civil Engin- [}
eering Industry Training Scheme,
employs four full-time multifingual
instructors. It is based at LMG's site
offices in Potgieterstus, and offers
25 different courses — with the
capacity for 20 to 30 trainees a week.
By the end of November last year a
total of 452 trainee certificates had
been issued.
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Heated coripetition for tenders
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By MAEGIE Ro!

Cape Town—The disappointing
performance of the South African
construction industry has caused
heated competition for tenders for
non-residential buildings. This
slowed cost increases to 8 percent in
the fourth quarter last year from
double-digit figures over the previ-
ous five quarters.

The fourth-quarter figures were
in the latest survey of the building
and construction sector by the
Stellenbosch-based Bureau for
Economic Research

The inflation in building costs
for the fourth-quarter was the low-
est since the second quarter of 1994
when price increases averaged
7,5 percent, i

Sinte‘then inflation picked up
sharply, touching a high of 15,1 per-
cent in the fourth quarter of 1994
and the first quarter of last year It

the second quarter of last year and
to 13 percent in the third quarter.

However, business confidence
among contractors, and patticularly
sub-contractors, picked up in the
past quarter and a further improve-
ment was expected this year.

The outlook was not as positive
for all sectors of the industry.
Architects and quantity surveyors
still reported poor conditions with
business confidence remajning low.

‘The majority of architects report-
ed employment wumbers down on
a year ago. Only 3 percent expected
an improvement in the first quarter
of this year.

The number and value of con-
tracts awarded during the past
quarter were down on the previous
quarter.

The survey results showed that
building activity picked up in the
residential sector during the past

cost 1ncreases
Cﬁ;eased sligﬁg t! ;?,S!e!c nf[nb

quarter but the non-residential sec- ¢
tor was still experiencing problems.

Tendering competition remain-
ed severe in the non-residential sec-
tor, but the increased volume of
work in the residential sector saw
competition for tenders easing for
contractors and subcontractors.

The bureau said the severity of
tendering competition was an
important gauge of increased build-
ing costs.

Keener competition for tenders
normally indicated increased scarci-
ty of work and consequently, fiercer
competition among contractoss.
This led to expectations of moderate
increases in building costs.

According fo the survey, there
were no serious shortages of skilled
labour and even less of tinskilled
workers. The supply of building
materials' was regardedzggfsaﬁsfac—
tory by most contractors and sub-
contractors, the bureau said.
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Robyn Chalmers

BUILDING contractors who
have not registered with the Na-
tional Home Builders’ Registra-
tion Council by the end of this
month will find themselves cut
out of the loop when it comes to
finance, contracts and subsidies.

Council MD Peter Allsopp
said yesterday that mortgage
lenders would no longer extend
finance for mortgages to unreg-
istered contractors after Febru-
ary 1 — although the council
would continue to register con-
tractors after that date.

“Unregistered  contractors
are also unlikely to get onto the
tender lists of large employer
bodies, such as Transnet, for the
construction of employee hous-
ing. Some provincial housing
boards will only approve credit-
linked subsidies to contractors
who are registered.

“All in all, therefore, thoge

Jnregistered contractors

e 3 ilab

who are not registered are likely
to suffer unless they are in a
cash-only business,” he gaid.

Allsopp said the 600 building
contractors who had registered
to date were broadly represen-
tative of the construction indus-
try, with more than 85% being
small and medium-sized,

“There are no statistics on
the size of the construction in-
dustry, so we have no idea as to
how many contractors are out
there and unregisterad,

“A list of registered contrac-
tors who qualify for the registra-
tion will be available to con-
sumers, It ig, therefore, in the
interests of developers, estate
agents, property professionals
and general housing contractors
toregister,” he gaid.

e council was put in place
last year as a negotiated deal be-
tween the construction indus-
try, banks and the housing min-
istry to protect consumers

will be left out in the cold

G2 X&)

against unscrupulous builders
and shoddy workmanship.

A development compact had
been introduced to assist emerg-
ing building contractors to be
trained in accordance with the
council’s requirements. The pro-
gramme covered a range of sub-
Jects from the practical aspect of
building to basic business and
management principles.

Commenting on the delay in
providing housing for the lower
income groups, Allsopp said one
of the reasons was the reluc-
tance on the part of banks to
grant loans for fear of non-pay-
ment. “With the establishment
of the council, banks should be
reassured that they are dealing
with proven professional con-
tractors and be more comfort-
able in granting housing loans.

“Hopefully 1996 will see a re-
birth of the building industry
and an escalation of the low-coat
housing programme,” he said.
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| Assocjation’s policy on unity talks}

Robyn Chalmers need to maintain our OWn divect development were non-construe-
Eal l q lg access to the housing ministry. tion related, and none related 2o
THE Nifichal Asso jation of “In taking this approach we are any of the issues being dealt Wit
Home Builders and Urban Devel- not precluding house builders and  inthe unification process.
opers’ decision not to be actively all other disciplines relevant to Bean Bornheimer, chairman of
involved in talks on unifying the the broader housing delivery pro- the gteering committee 1ookiné in-
construction industry was the re- cessirom membership,” he said. to unification and Grinaker.@ot>
sult of its decision to review its Booth said there were more « struction MD, said the unification
strategic position in the sector, than 40 activities involved in res- process did not jmpinge on the'is
said president Victor Booth. jdential development, of whichon- sues and functions that the asso-
Booth said recently that theas- ly about five were directly related ciation ‘would be addressingand
gociation fully supported the ami- to construction and contracting. vice versa. -t
fication process of the contraci- Major residential development Bornheimer said the benefits ?f

ing/construction industry, called issues included land jdentification unification included the construc-
Unicon, but it would in future be and acquisition, development fi- tion industry’s ability to negotiate
focusing on residential develop- nance for projects, social compacts cohesively with governmenty' fi-

ment issues. and subsidy applications, town nanciers, suppliers and trade
“The association envisages mu- planning and proclamation and unions. The move would alsogfa-
tual co-operation with Unicon in facilitating end user finance. cilitate much-needed training and
future but, for specific residential Booth said that all of the major consensus on improved productiv-

4

development related jssues, we activities relating to residential ity and quality.




Builderscall for

PROVINCIAL MECE and politi-
cians had to accept the concept of
increméntalism  and  starter
homes{or the building industry to
support the housing programme

this year, an industry steering-

committee gaid yesterday.,

The committee, fortned under
the auspices of the Building In-
dustries’ Federation of SA (Bifsa),
met yesterday to discuss the im-
pediments to the housing pro-
gramme in the run-up to the ex-
pected release today of the hous-
ing ministry’s task team report on
houging blockages.

Bifsa executive director Ian:

Robinson said confusion over na-
tional government and provincial
government support for inctemen-
talism — whereby homeowners

aclihh o - D T S Vs Y

Syilders call for gont co-operation
RobYR Ghalmirs D IS0 e s o oy

could afford to—had been & major
blockage to the programme,

“There are two major bands of

hotsing which are expected to
take off this year, The first is in
the R50 000 and above category
which is bondable ... )
- “And then there is the band
where people have severe afford-
ability constraints and have ac-
cess to the R15 000 subsidy which
will provide a serviced site, some
services and rudimentary shel-
ter.” A number of provinces had
refused to endorse any houses con-
sisting ofless than 40m2,

He gaid the committee had also
called on government to recogtise
that the Masakhane Campai
had failed, and steps had tobe tak-
eh urgently t6 improve the level of
payments for bonds and services.
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Property Reporter

il AN affordable mass housing construction method
_designed and developed in South Africa has been
launched in the Western Cape.
. The Wirewall Building System allowed the basic
" home structure to be put up in a day by unskilled
. people, said civil engineer Mike Hurworth of M
% Hurworth & Associates, who have been appointed
ﬁ&wcgﬁm_ engineers for the system in the Western
’ Aape.

, left; inventor of the new Wirewall Building
~ details with civil engineer Mike Hurworth on the construction

(22 )

House-in-a-day Emmwmmwobmﬁcow

The system has been used in several houses in
Kwazulu-Natal and it has been launched in Gau-
teng and Plettenberg Bay.

“The system is aimed at the low-cost housing
market and provides a top structure with a floor
space of about 20sq m for about R6 000 or R7 000
— being the likely balance of the government sub-
sidy scheme after the purchase of a serviced site.

The cost of a serviced site in the Western Cape
is about R8 500 but in some areas can cost up to

m recently introduced to the Western Cape, _discu
the house in the background in which the new system is used.

ARG
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ion method

R12 500.

Apart from the floors, walls, roof and ﬂ:.._cﬂm.
the price allows for a toilet and a sink hehind a
dividing wall.

Documentation on the system claims it is quick,
safe, crack-resistant, economical and “extremely
durable”.

“A team can erect and plaster a 50sq m house
including a tiled roof in only eight werking days.”
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confidence hig

CHARLENE CLAYTON
Property Reporter

BUSINESS confidence in the
building industry in the final
quarter of last year improved
marginally and building costs
subsided towards the end of
the year, according to the
University of Stellenbosch’s
Bureau for Economic Re-
search.

The latest survey on the build-
ing industry indicates that build-
ing costs increased by eight per-
cent in the final quarter of last
year,

This is down on the building
cost index of 151 percent mea-
sured in the fourth quarter of
1994 and the first quarter of 1995.

Building cost increases in the
first three-quarters of 1995 were
adjusted downwards and the pro-
visional average BER building
cost index increase for 1995 is
12,7 percent.

Home-building contr

Architects and quanfity survey-
ors were still reporting peor con-
ditions, and business confidence
within these groups remained al-
most unchanged at very low lev-
els compared to the previous
year.

Survey results among confrac-
tors suggest that building activity
in the fourth quarier improved in
the residential sector, while the
non-residential sector still experi-
enced problems, but overall busi-
ness confidence nevertheless im-
proved in these sectors.

Combining the results of activi-
ty in the residential and non-resi-
dential sectors, it was clear that
both contractors and subcontrac-
tors experienced an improvement
in value of work on hand, while
the volume was slightly lower.

Subcontractors in particular
had more work on hand and ex-
pectations for 1996 have im-
proved, the report says.

There were no serious short-

actors pass the
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ages of skilled labour, such as ar-
tisans and foremen, and even less
of unskilled workers.

Finance facilities were more
accessible, while the cost of fi-
nance and ingufficient demand
for building were still rated as
the most serious hampering fac-
tors.

The supply of building materi-
als, including bricks, cement and
plumbing materials, was alse
still regarded as satisfactory by
most contractors and subcontrac-
tors.

General tendering competition
remained largely unchanged and
the net result of tendering com-
petition in the residential and

non-residential sectors led to a
levelling off in building cost in-
creases.

Total tendering competition
among contractors and subcon-
tractors in the final _guarter of
1995 remained, virtually un-
changed. T

test

OF the nearly 600 building contractors who have
registered with the National Home Builders’ Reg-
istration Council (NHBRC) before the February 1
deadline, only nine did not meet the required stan-
dards. «

“Phose who were unsuccessful and who com-
plete the council’s rehabilitation programme cab
re-submit their applications once we are satisfied
they can perform with due diligence,” said Peter
Allsopp, managing director of the NHBRC.

He said the many successful applications were
of a high standard and were a credit to the build-
ing industry.

This was good news for the consumer because
each member had to build according to minimum
construction standards and adhere to the NHBRCs
code of conduct and rules.

A standard home builders’ warranty provides
the consumer with the contractor’s undertaking to

rectify any structural defects caused by the con-

tractor that occur within five years of the resi-

dence being occupied. .

The new standards apply for homes up to a
maximum of R250000 and will be a prerequisite
for lending by financial institutions.

A list of contractors who qualify for the regis-
tration would be available to consumers and it
was, therefore, in the interests of developers, es-
tate agents, property professionals and general
housing contractors to register with the couneil,
Mr Allsopp said.

The Minister of Housing, the provincial govern-
ment, banks and the industry as a whole all backed
the council despite a concerted effort by a small
group of lobbyist from the Western Cape to stop its
formation, he added. ]

A development compact had been introduced to
assist emerging building contractors to be traingd
in accordance with the council’s requirements.

Application forms to register with the council
may be obtained from the organisation’s offices by
telephoning ‘A(011) 886 3636. — Property Reporter.




By MAGGIE ROWLEY

Cape Town — The Building Industries Feder-
ation of South Africa (Bifsa) has formed a team
to help remove obstacles to housing delivery.

The team will determine how the private
sector can help to remove obstacles identified
in this week’s report on housing strategies pre-
pared by a special ministerial team.

Executive director Ian Robinson said the
self-critical tone of the government report had
been refreshing and was an excellent summa-
tion of not only the impediments to delivery,
but also the actions required by government to
unblock the process.

“It gives the private sector something
definite to work with and acknowledges that
the government could do with some helpful
intervention,” said Robinson.

He said the Bifsa team, which comprised

" Bifsa to tackle housing problems
cr o) 21 ) 2)

would meet regularly with government offi-
cials to assist where possible.

Robinson said the industry welcomed the
possibility of government acting as a develop-
er for low-cost housing, putting large projects
out to tender, with the lowest tenderer getting
the job.

“That is the way the private sector is used
to operating and means we will not have to
enter into protracted negotiations.

“It has become clear to the construction
industry that negotiations to achieve the type
of social contracts which are envisaged by the
government, are likely to become extremely
protracted.

“This is particularly true where communi-
ties are ill-informed about the type of housing
they can afford and what they will have to pro-
vide themselves to upgrade this.”
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me:bmm_uﬁm -— Stocks & Stocks,
the construction, property and
‘leisure group, boosted attributable
‘income by 31 percent to R15,4 mil-
lion in the six months to October.

: dﬁ -performance falls short of

mﬁuﬁ% “percent earnings growth
,mw,_dm<mm in the year to March last
. JérBut chief executive Bart Dor-
‘restein regards the interim result as

4 ““highly satisfactory”, considering

tthat ‘the company had to refocus
o, -after the failure of the government’s

rosmEm Eﬁmgm

For the six-month period, turn-
over grew 9 percent to R821 million,
cperating income before tax in-
creased 21 percent to R21,4 million
and taxed income was up 25 per-
cent at R15,8 million,

Stacks & Stocks has declared an
interim dividend of 5c (4¢) and
holding company Stocks & Stocks
Holdings a dividend of 4,5c (4c).

The dividend cover for Stocks &
Stocks is 3,8 times and 3,6 times in
the holding company:.

The sharply higher interest
charge of R142 million (R52mil,,
lion}- resulted from. the Ewm_..mm_

financing of property develop-
ments ahead of the Landmarks
Berhad of Malaysia transaction and
the sale of property developments
not included in that portfolio.

Stocks & Stocks has formed a
property investment parinership
with Landmatks. Dorrestein is con-
fident that the association will add
impetus to Stocks & Stocks’ oppor-
tunities in its broader-based con-
struction, property development
and leisure businesses.

Cost overflows relating to open-
ing and start-up expenses in the
hotel and leisure operations detract-

OPTIMISTIC Stocks .mw meaa ‘Bart Dorrestein
_PHOTOJOHN WOODROCF £

ed from overall ﬁm_.monzmﬁm
Dorrestein describes these ex-
penses as “normal in such opera-

;mﬁoowm mo mﬁoo_mm rmm incorne . m@m_o:@ Emmm ros m s%
W _ _ (2% evC

tions”. They mroc.ﬁ
recouped within the mamﬁ
two years of operation.
“Qur leisure operation in
the overall is profitable.”
He considers all divi-
sions in the group to be
well positioned to take
advantage of the increase
in business activity and

Africa is  enjoying.
Order books are at an

" acceptable level and we Eow for-

ward to ... growth.”
He says the group has identified

investment that South’

ents
34 _ i _ 9 L
business opportunities outside of
-the expected RDP and housing .
developments that have not yet
taken place, “We remain committed
to making meaningful contribu-
tions- to both these areas and are
engaged in several such projects.”

If the halfway performance is
repeated for the full financial year, "
Stocks & Stocks would earn 64c a_
ghare and” ﬁmw dividends GE_EW,.
16c for a projected price-earnings.
multiple of. 13,7 and a dividend

LamE of 1,8 percent.

The respéctive sector msw.mmmm
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. By MacGIE ROWLEY
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Cape Town — The National Home
Builders’ Registration Council received a
flood of late applications ffom contractors
in the past week,
deadline for registration in order to quali-
fy for bond finance on projects. ;
Peter Allsopp, 1
the council, said he had received more

" week, “with no less’ than four puilders

queuing at any one time.

L

ahead of yesterday's

managing director of

than 60 late applications a day in the past-

However, all late applications would
take at least a month for processing before
registration could be given.

"While we will provide builders with

/ a receipt for their application, banks have

been saying this is no longer enough and
contractors will have to wait until they
have been registered before bond financ-
ing on their projects will be granted.

#We have beén warning the industry
for the past year that this would hap-
pen and there is no doubt it could hold
up a significant number of projects

contractors race to meet dead ine for bond

dependent on bond finarwe Tor a
or 50.%- ‘ L
Meanwhile, the 18 members of- the:

Western Cape Developers Forum, which ..
vehemently opposed the formation of the
council and its 1,3 percent levy on the
purchase-price of units
the warranty scheme, have applied for -
registration. o
" Chairman Johan Schooling
had done so reluctantly so that they
would not be prejudiced for bond finance
but were working on an alternative

. submit to the-

for coverage by--

2lql (32 au
scheftie which they expected to be ableto -

\ e-ifister of housing and the
1 i proposed scheme will be under
“wrilten,, by. ‘major .in \rance ‘coppanies . -
. and will cost half of thé present scheme- N
In fact we dré looldng atnomore than 1,34,
percént of the construction price against:,.
‘1,3 ﬁmﬁm&.,om..ﬁww%& piice of m.c&n.,.HE -

[

said they . will Gbviously benefit the:consumer who' ;

“will be catrying the cost of the levy and '
help keep the lid on new housing costs,”
rmmmﬁ. ,
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SA”to host reglonal

Top ministers, senior officials a%mvate
sector representatives from 10 southern
African states will attend the Southern
‘Africa Construction Industry Initiative to be
hosted by the public works department and
the Council of Construction in South Africa.

Policy options for regional co-operation
to encourage and enhance local participa-
tion in the industry, and improve the sec-
tor's performance, would be formulated at
the four-day conference to be held between
February 12 and February 15 in Gauteng,
said Sivi Gounden, the deputy director of
the department.

He said the meeting would consider and

ratify protocols of co-operation which
would be developed by govemment offj-
tials and keyrstakeholders in the industry.

l;iuﬂdi_ng conf ence
benefgre n as a whole

but would also contribute to the economic
development in each of the countries.

Linda Nyembe, the president of the
council, said that regional committees
would be formed during the conference to
develop new initiatives on common prob-
lems affecting the construction induistry.

Ministerial delegations from Angola,
Botswana, Lesotho, Mozambique, Malawi,
Namibia, South Africa, Swaziland, Zambia
and Zimbabwe will attend the conference,
which is not open io the general public.

Since the inaugural meeting of the
initiative in 1993, the council had played an
important unifying role resulting in many of
the African states forming their own inde-
pendent councils, said Nyembe.
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that is why the

Constructlon chiefs

reject ;
Robyn Chalmers @Z

THE construction industry has dis-
missed the need for a proposed govern-
ment-led investigation of its failure to
deliver low-cost housing, saying other
impediments such as affordability
should rather be addressed.

The housing ministry and the Coun-
cil of Southern African Bankers
(Cosab) said this week the reasons con-
tractors had not delivered had to be
probed thoroughly. Poor housing qual-
1ty was also a problem.

uilding Industries’ Federatlon of
SA executive director Ian Robinson
said yesterday the industry had the re-
sources and the will to get involved in

low-cost housing, but other impedi-

mentd were preventing this, “Poor ac-

‘cess to finance and lack of affordability
. are the most important issues prevent-

ing the housing programme from mov-
ing abead, and both are pretty much
out of-our control. We readily concede
gome stock produced in the lower mar-
ket end has been o dpoor quality, but

efects warranty
scheme has been putin place.”

oV
B 1|2

Inquiry

The roposed probe followed a
meetmg ast week between banks and
government at which it was agreed ac-
tion should be taken against defaulters
who had refused to co-operate with the
payment normalisation offer.

Cosab CE Piet Liebenberg said the
construction sector was an integral
part of the housing programme, “If the
sector has problems with delivery or fi-
nance and says the rigks are to0 great,
we must all sit down and discuss how
these obstacles can be overcome.”

A bousing department spokesman
said it was Imperative that the con-
struction industry was unified so ne-
gotiations could be co-ordinated. The
public sector had analysed its progress
and its mistakes, and had come up
with ideas to boost delivery.

Robingon said he welcomed govern-
ment’s “refreshing self-criticism”. The
industry team was also looking at
problems in the low-cost market, Gov-
ernment’s task team had failed to be
specific about policy on incremental-
ism and minimum standards, he said.

SeePage12
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“Yorkeor shrugs o

Robyn Ghalmers

TIMBER group Yorkcor boosted
earnings to 47,1c (21c) a share for
the year ended December despite
poor activity levels in the buil ing
and furniture industries,
Turnover increased marginally
to R46,8m from R45,2m the pre-
vious financial year, but net oper-
. ating income improved to R6,1m
from R2,9m, \
The dividend increased 50% at
15¢ (10¢) — covered 5,7 times by

AL U Ve o

poo Ladiv]

'building and

Lt JS—

earnings.

Yorkcor chairman Solly Tucker
said he was pleased with the re-
sults in the light of disa pointing
activity levels generally in the
iture industries,
and the non-delivery of the RDP.

The group expected to boost
earnings to about 58¢c a share dur-
ing the current financial year.

He gaid it expected to improve
dividends to 18¢,

“This allows- for some disrup-
tion in production due to the in-

n lj)ui
12]2

d{? g ndustry
lﬂ;on and commissioning of
new production facilities and the
reaping of early benefits of some
advanced technology to be in.
stalled,” he said,

Tucker said the local timber in-
dustry needed a sustainable up-
turn in both the building and fur-
niture industries,

This could be achieved by re-
leasing the logjam that had heid
back the RDP and reducing the

high levels of crime and violence
inSA, hesaid.
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'|  Master Builders" Assodiation. - . Gk
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Capé/ToWn™Two'master builders’ associations in
- the “didiTransyaal province, the Pretoria-bdsed
- Bulilding: :*Indpgtries. "Federation and  the
'Johatinesburg-based; ‘Gaitteng Master Builders’
d-to form the new Gauteng

>

)

1+ Natde Klopper, the president of the new body,

.|" said ' the’mérger woulld create one of the most pow-

" erful-organisations in the/industry. It would havea
combined , mermbershipi'of about 1250 contractors
and would include-the fhig: six” listed companies,
Most of the contractorsf%ifét’i%{f%}ffg)}fr%‘éif@@étfﬁ e

Klopper said the joint body:would:take a rfiore
outwaé'd focus than in' thel past'z d, wouldsprovide
 assistance to. emergingbliflders“Oné of. the first
goalswould be to forma business resource centrefor
emerging contractors, The group would provide
office equipment, secretarial assistance and training
for emerging business contractors for a nominal fee,
' The centre would initially be housed in part of
. the association’s premises in Commissioner Street,
Faifview, Johannesburg, i
“Ways have to be found' to assist the:start:up
builder who needs training, resources and informa-
tion if he is to do quality work, create jobs in the

‘| community and: coniribute to the RDE” Klopper

said. :
+#Thete are literally thousands of emerging busi-

s —— — r",‘(’
'

nesses out there which cannot afford to run- their

offices but will benefit greatly from having quarters
from which to run their operations.

o A » . 3. .
+|r e 308 will be providing supportserviges as well s,
running training and” ménforing édiirses for these”

K3

; the South African economy”. - an

i s"Emerging contractors would be encouraged to
|7 join: the' Master Builders’ Association, but member-

#ship would not be a preréquisite for using the facili-
ties! he said;- o e

i
|t *Klopper said that the Pretoria office had already

started a consumer advice centre to assist.thezpublic
in disputes with builders. A'second advieericentre

|- would be opened shortly in Johannesburg:s-
¢ Thémerger comes-after months of negotiations

+ betweenvthe two bodies. Members of thejindustry
. see jt as°a precursor to wider unification talksnow in
pf(?gi:eésg'_cpl unite- formal, contvdctors and informal
der.one umbrella," - .
'l[;_%n.-:' v

"o

L

| contraciofs, who have a substantial role toplay in -




In construction industry
ANED'
iylalal="="
THE long-awaited unifica, ion of the local construc-
tion industry came under the spotlight yesterday,
with calls that the process be'extended to other coun-
tries in the Afyican subregion, ' "~ v it U T
The issue came up for discussion at the southern

3 s

- Robyn Chalmers ‘ j

| Africa" constrishion industry Initiative conference,

where, policieg'aimed: at ‘governing the fegion’s-con-

struction sector were beingnegotiated. "

ies 80 government has g gingle body' with ‘which, to
negotiate, and which ean in furn Iqbbythg‘sj:atg. A

industry were leading to a partnership between
emerging contractors and established industry.
Cocosa vice-president Isn Robingon gave'detailg of
brogress made since the.initiative to unite' the con-.
struction and contracting industry’s federatichs and
dresging the keyissues and establishing a tinie frame
for ililﬁ)lementation. o
Other initiatives, such ag the defects warranty
schemeé, were also discusged atthe conference.

The housing mhis,hy'hgg_jépeatedly'called on,
construction to unify its varions representative bod-

associations last year, A steering committee was' ad-,
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-+ and Robyn Chalmers

THE Estate Agents’ Board has
;. warned owners of new homes to
" ensure their builders hold the
"Home Builders' Registration
"Council’'s standard building war-
*' ranty, as they are unlikely to have
claims against local authorities

" for defects in construction.

The council was set up last year
in terms of an agreement between
banks, government and the con-
struction industry after defeets in

* homes built in the lower end of the
housing market were a contribu-
tory factor to bond boycotts.

Board manager Andrew Harri-
son said yesterday it would be dif-

- ficult for owners to lodge claims

againgt local authorities even if

their buildings had been passed
by municipal inspectors as there
was no contract between local au-
thorities and owners.

The only possible claim that an
owner might have against a local
authority would be a damages
claim stemming from the council’s

9t

legal duty. In this case the owner
would have to prove the local au-
thority that approved the plans
and imspected the foundations
owed the owner a “legal duty” to
ensure that the builder or devel-
oper complied with the necessary
requirements.

Council MD Peter Allsopp said
there had been a flood of new ap-
plicants looking to sign up with
the council in the run-up to the
February 1 cut-off date, after
which banks wounld no longer lend
tonon-registered contractors.

Allsopp stressed that the coun-
cil was still signing up new appli-
canil:s. The number of conii,:'actgi's
applying ‘to register was broadly
in line with the range of small,
medium and large enterpriges op-
eratingin SA.

Harrizon said that in a recent
decision, the Appeal Court had
laid out duties owed by local an-
thorities to building owners when
inspecting foundations of new
homes. This was to ensure that
new occupants and the general
public were protected from dan-

e

warranties
(32)

gers to health and personal safety.

However, the judgment also
stated that a local authority exer-
cising supervisory powers would
normally not owe any duty to an
original building owner as it was
the owner’s responsibility to en-
sure the building was erected in
accordance with regulations.

“It cannot have been the inten-
tion of the legislature that, save
perhaps in exceptional circum-
stances, a local authority could
owe a duty to a person in such a
breach,” the judgment stated.

The councit had the power io
ensure that building contractors
rectified  structural, roofing,
plumbing or electrical fanlts and
was looking into establishing a
warranty fund fo cover repair
costs in cases where a builder had
continued to default or had gone
insolvent, Harrison said.

Estate agents selling newly
built homes or units off plan had
to ensure building contractors
were registered with the council
and buyers should insist on seeing
abuilder’s registration certificate.

Home owners should ask |
builders for
- - oh 12
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By MAGGIE ROWT

Cape Towti"— Latest figutes from
Central Statistical Service (CSS)
indicate that prospects for the build-
ing industry have picked up. The
figures show that the value of build-
ing plans passed in the foutth quar-
ter of last year improved 4,9 percent
to nearly R4,5 billion.

The figures, released yesterday,

reinforce the findings of a Bureau,

for Ecériomic Research survey in
the fourth quarter of last year. The
findings of the survey, where most
respondents were in the construc-
tion and building industry, said
both activity levels and value of
contracts would pick up,
According to the €SS, the in-

iy
[

yicks up

cre. ‘in’the seasonally- adjusted
value of building plaris passed in
the fourth quarter was due mainly
to a 89 percent rise in residential
plans, with increases noted in Cape
Town, East London and Durban.;
The Witwaterstand had the highest
increase in flat plans and Pretoria
the highest in townhouse plans.

The value of buildings complet-
ed in the past quarter was up
1,3 percent, or R27 million, on the
previous quarter. Cape Town and
Port Elizabeth were the main con-
tributors,

An expert, said’ low-income
housing accounted for 7 percent of
activity, Townhouses rose from
10 percent to 20 percenit of all home
building in the past three years.
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By Bowcows Muamcemy - Colinde Kock. ke centre piovide The servi be a plus for
Housing Reporter The centre would be openby  builders with access to comput-  customers extending or altering
L : the end of the month in Johannes- %, fax machines and telephones.  their houses, De Kock said.
Emerging builders are to launch a burg CBD. One was already oper- :?i,’ﬂwy will also receive assistance However, first-time owners
jecource centre and customer atingin Pretoria in bookkeeping and educational who are building new houses
!lel lu]e service to boost their role De Kock said most emerging  and techoi~~1 drz will be placed costing less than R250 000 and are
mihe iy builders run their businesses from  in the compuc- system, using a builder registered with

‘"¢ rhove i3 part of an effort  home and had no managerial For customers who are unhap-  the National Home Builders Reg-
by the Gauteng Master Builders’  skills. “The centre will give them  py with a builder's workmanship, istration Council will be assisted
Association to restore builders' an opportunity to have an appro-  the assocation will do site inspec- by the council in cases of disputes.
credibility, said executive director priate place torun their business.”  tionata nominal fee, Telephone (011) 614-1519.
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Cape developers
slam defect

warranty scheme
32 X&)

By MAGGIE ROWLEY

Cape 'Ibﬁ_nz: go%%h‘g !e?m[nad mnl?ost serious

constraint to low-cost housing delivery and instead of
additional levies and taxes, measures to cut costs to the
bone needed to be pursued, said John Schooling of the
Cape Developers Forum. ‘
The forum has vehemently opposed the introduction
of the home builders’ defects warranty scheme that
came into operation on February 1. The scheme impos-

es a levy of 1,3 percerit on the price of houses under -

R250 000,

This translated into about 6 percent of the building
contract, which was more than double the management
cost most developers allowed for a project, he said. - :

“Tt is the consumer that ultimately carries this load,
pushing housing further out of reach for those that need
it most,” hesaid. -

Schooling said the forum could construct low-cost
housing for a competitive R680 a square metre, translat-
ing info R30 600 for a 45m? home. A

With the cost of a serviced site taken into account,
this brought the figure up to about R45000. However,
once VAT and other taxes, induding local authority fees
and the defects warranty scheme, were taken into
account this figure soared to about R65 000.

He said many of the services conducted by the local
authorities could be done by the private sector for a frac-
tion of the cost.

For example, local authorities charged between RB50
and R1100 to connect a water meter, which could be
done by the private sector for about R350.

“Local authorities also charge about R1200 for the
electrical connections which would cost the private sec-
tor R450. For the sewerage connection the local authori-
ties charge R490, which would cost developers nothing
as all it reqliires is breaking through a pipe.”

The 18 member companies of the developers forum
had applied for registration with the Homebuilders
Registration Council under duress, he said.

However, the group was working with insurers and
re-insurers dn-devising an alternative scheme that could
halve the cost of home-defect insurance for end users,
which it hoped to present to the government within the
next few weeks.

“We supposedly have a free-market system and yet
a compulsory defects warranty scheme with ahuge sup-
porting burear~racy has been set up. It is a costly
hureaucratie = ise, which has a monopoly in the mar-
et and, 1f anyhing, will just cause another bureaucrat-
ic bottleneck.

“While we,are not opposed to a defects warranty
scheme as such, we strongly believe this should be ona
voluntary basis and allow consumers to go out to the
market and shop around for alternative schemes.

“Insurers and re-insurers have the necessary infra-
structure and systems to administer schemes of this
nature without having to re-invent the wheel,” he said.
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er by a smail airlom!itioning firm
2nt e: ‘tinultibr{niﬂion rand Sanlqm prc:;gct
has been rejected after the "big five” in-
dustry leaders threatened to withdraw if
the company was allowed 10 cor_npete._

The five, Savannah Engineering, All-
gro, Northern Air, Aster and improvair,

are all members of the SA Ipdusmal Re-
frigeration & Air Conditioning Contrac-
tors’ Assaciation (Saracca).

The tough action by the Saracca mem-
bers against nonmember, Urluserve, c%né
trasts starkly with Saracca s bylaw 6.
which states that “no member shall un-

der any circumstances . .. indicate t0

any person that e will refuse to tender if

that person calls for tenders from non-

members in competition with mem-

bers.”

But a Saracca tender envelope states
that, except in some cases, “this tender
may only be opened in competition with
tenders submitted by members in the
official Saracca tender envelope.”

Competition Board chairman Pierre
Brooks says the building and building-
related industries had been warned that
an earlier exemption which allowed col-
lusive tendering, had been withdrawn.
“Based on the facts presented to me
there is reason to believe that this
(Saracca) type of behaviour could consti-
tute a contravention of the prohibition of
collusive tendering, price fixing and
other forms of conduct.”

He says the exemption on the prohibi-
tion of certain forms of conduct had ear-
lier been necessitated by factors such as
recession but “because of the policy to
promote small businesses it was decided
to withdraw it.”

“Last year we wrote to the Building
Industry Federation of SA, with copies to
saracca and other building-related
industries to inform them of this.”

A contravention of the prohibition is a
criminal matter which carries a R100 000
fine or five years' imprisonment.

Uniserve MD Boet Marx says his firm
was invited by Combrinck Construction
to submit a tender to install aircondition-
ing in the new Braampark Phase 5 com-
plex in Braamfontein. “Applications for
the tender closed on December 1 1995 |
but two days prior to the closing day, 1
was told by the consulting engineer that
my tender could not be accepted as the
other companies had refused to tenderif !
mine was submitted.” |

Marx says he had been forewarned not
to tender on the Braampark project.
"Earlier Barney Richardson from Im-
provair (which eventually won the con-
tract) told me it was a problem as I was
not a Saracca member.”

Attorney Pieter Malan says he will ad-
vise Marx on whether to lay criminal
charges against the five Saracca mem-
bers.

Saracca president Robin Mitchell says
the objective is to establish fair and equi-
table conditions concerning tendering.
By inviting only Saracca members,
clients will receive tenders complying
fully with specifications.

Mitchell says Saracca cannot instruct
members not to tender. Despite the
“members only” statement on the Sarac-
ca envelopes Mitchell says “Saracca is
totally opposed to any form of price fix-
ing or collusive tendering.” Eddie Botha




Regional construction pact signed
- Robyn Chalmers

R RTEERE 1Y

.

“A COMMON reéfonall ‘framework

for the southern African construc-
tion industry is to be implemented
later this year following agree-

. ment between African ministers
_ responsible for construction on

policies to govern the sector.
Ministers from Lesotho, SA,

~ Zambia, Zimbabwe and Botswana

1

signed & declaration of intent yes-
terday outlining a number of rec-
ommendations intended to boost
the construction industry.

The declaration was signed af-

" ter a week-long regional seminar

¥

¥

-, attended by delegates from 10

countries. The delegates were ad-
dressed yesterday by Deputy
President Thabo Mbeki.

The ministers supported the

,idea that a common economic com-

munity for construction be created

up of government and private sec-
tor officials be set up to enforce the
recommendations.

Promoting access to capital and
funding was regarded as a priority
by the minigters and other dele-
gates attending the seminar. This
should overcome the financial dif-
ficulties faced by contractors, par-
ticularly emerging contractors,
they said.

“Although these problems ulfi-
mately concern the monetary and
fiscal governance of the economy,
there is much ... that can be done
to improve the rate of payment for
construction work, to create finan-
cial support programmes and to
promote joint ventures between
established and emerging con-

Tt was recommended that there

.and that a regional council made_, be anaudit.of education and train-

ing facilities in the region. The

ministers agreed that there was a

need to establish regional compat-

ibility of course content. Ultimate-

1y, a regional qualifications frame-
ork ghould be established.

On the question of standard-
ised practices, it was agreed thata
¢ommon operating framework for
construction firms should be set
up to ensure that the long-term
developmental objectives of pro-
jects were realised.

The issue of preferences gener-
ated much debate, but it was
agreed that the region should be
able to arrive at preference poli-
cies which protected local indus-
tries. The policies should also pre-
pare the regional economies for in-

tractors,” they sa&, 2 (‘ i1;er133.tion &chpe,hEO)aQ / 9 é
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Small no..n-.un_"o-.m‘ hit hard as

of war-damaged houses in the

Katlehong-Tokoza-Vosloorus
area will be cancelled within the
next few months because, in
many instances, their ambitions
exceed their abilitfes.

Although the problems with
smell contractors have caused a
backlog in the repair and hand-
over of the houses, the cancella-
tions may also have a posttive
side effect, a consulting engineer
S8YE.

“The Government’s ldea was
to upiift the emerging conirac-
tor;” Fanie Sadler, director of the

-
EENE

ric cancelled

Of the between 70 and 80
small contractors who won ten-

- - T
T By CHRISTINA givé them the oppertuntty to . “And‘ihéteare almastanother
1 prove themselves, but now we 1000 houses In Katorus in dire
1 About half the jobs awarded to have to start cancel coti- © eed of repalr hefore the orig-
{ -amall coniractors for the repalr  traefs” . - o <5 - SESREE nal Gimers eatl reoccipy thom.

- The process before & house

can be handed over Is long,

ders to rebufld houges fn the for.. . although not complicated.

B esiiates it bt g long s P She popetr o ia
1 AL 3P B IO e ] OUSEe
- thelr eontracts fn'the next [N &mﬂgﬁwaw%g Guarantee

w Qcmﬂﬂmbmn iy - - -~

menths,
On the bright side, he points

Aot vwner fllea an appli-

- Apother company employed

out thet “we have achleved our by Leech Frice does an initial

objective

Eogmshyam&mwmw S+ . HomelLean
Al can work  proves ¥

1 -Onee the

tosift outthemen from; - check of:the~house while the

Company
Gwnership. Then

with relisble contrastors, the :‘Leech Price drafis a bill and the

process will be speeded up,
And ip need of speeding up 1t

is. More than 170 eaniracts have™

5 N

" PHOTOGRAPHS: ANTON HAMMERL

o S AT
GETTING HER HOUSE IN ORDER: A happy residen

v .

- -+ tender goes out, -,

. ,. About two weeks later, the

‘¢ontrastor ~ by enit ve-

; gulaionithe one'with the lowest

bat 56 far-fewer than 50 houses  bid - Is awarded the job.

Jhave been completed and hand- ,..-“w.mwﬁﬁmm.smuoougnﬁﬁ
e lowest

is not always

P reiimmay

nsibility
to come
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8y TOM HOOD

A CRITICAL shortage of skilled
building workers has surfaced in
the Western Cape at the start of a
construction upturn with R20-
billion of known developments
on the cards plus an unknown
number of RDP projects.

The local building industry
lost more than half its skilled
and semi-skilled men in the last
six years of recession, according
to Jan Kaminski, chairman of
WBH-Oveon Construction.

“The solution will either be to
import men or train them. It is
highly unlikely the unions will
permit importation of skilled
men and we will have to train as
never before. But no matter how
hard we do this, we will not meet
the shortfall.”

Biggest problems were likely
to be with subcontractors, where
skilled men were scarce.

“Already contractors have
found themselves supervising
subcontractors’ teams on site be-
cause the subcontractors were
desperately lacking in super-
vision,” said Mr Kaminsky.

The shortage of foremen com-
ing through the ranks had al-
ready caused serious problems
in the industry. The growing use
of technikon and technical col-
lege graduates helped to solve
the problem but the lack of.
experienced on-site leaders
would remain a problem for
many years to come.

Developers who delayed their
projects stood a chance of being
caught by escalating costs and a,
skills shortage, added Mr Ka-
minsky.

WBH-Ovcon’s new Cape pro-
jects division has identified pro-
posals for R20-billion in devel-
opment over the next five years,
Projects in the pipeline include:
® Development of Cape Town'’s

a

, tructi m
No workers as cons %T%?% QEJEO% .

old power tion sI
outlay up to Rl-billion.

@® New Eland Hotel on the Presi- I

dent Hotel site in Sea Point,
R100-million.

® Anglo American Industrial
Corporation's new syringe plant
at Somerset West, R117-million.
® Mouille Point residential com-
plex The Gateway, R50-million.
@ Cape Town Airport projects,
R400-million.

@ New convention centre, R300-
million.

® Shopping centre for Philippti,
R50-million.

@ Saldanha Bay projects, R1 600-
million.

® New hotels and casinos in the
Western Cape, over R1-billion.
® Century City, Milnerton, R3-
billion.

® Initial work for Olympic
Games bid, R400-million.

@® New Syfin shopping centre,
Kraaifontein, R450-million.
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l.gOKlNG UP Colin Campbell, LTA's group managing director
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ITA conétructioh
sustains solid footing
c:T('egrL)zoIQ. qb

By ANN CROTTY

Tohannesburg -— The construction
group LTA sustained a strong first-
half performance to report a
15 percent advance in attributable
earnings to R45,3 million for the 12
months to the end of December
from R34 million previously.

The improvement occurred
despite disappointing perfor-
mances from its building and
process-engineering divisions.

Earnings a share were held at
12 percent because more shares
were in issue. Share earnings rose
to 161c from 141c. The final divi-
dend was up 14 percent to 4l¢
from 35c in the previous year,

The Autecon, civil and
earthworks, and the Steeldale divi-
sions earned higher profit than
was forecast.

The process engineering divi-
sion’s performance was disap-
pointing, because of the lack of
major project work.

The building division’s perfor-
mance was also disappointing.
Ansell Matcher, the group finan-
cial director, said this was dueto a
combination of low activity levels,
highly competitive market condi-
tions and urban labour unrest,

During the year, the group fin-
ished work on a number of major
projects, including the Columbus
stainless steel project at Middle-
burg, the Namakwa Sands project

Jan®s  Apr o Oet

Jon96

on the west coast and the Sappi
Saiccor pulp paper mill expansion
at Umkomaas.

The group is still involved in
the Hillside smelter for Alusaf at
Richards Bay and on the Lesotho
Highlands water scheme.

The bulk of major new con-
tracts secured last year were for
projects outside South Africa,
including Lesotho, Botswana and
Mali. At this stage, there appeared
to be a ull in large projects in
South Africa. Matcher said he was
confident that would improve.

Despite the dearth of major
new construction projects, the
group had projects worth R2,1bil-
lion under way. Coupled with the
strong growth forecast for the
economy, these were expected to
ensure another good performance
this financial year.

R R L}




New Road Bill amendment wi ¥ smgll contractors in, says
5 ; m/g’lﬂ"’ ZIEZ:Lg
nssuctionahd #fse  “opment of ps

arg

The SA Bitumen and Tar Cnaad

Association has come out
in support of the National
Roads Amendment Bili
which they say will in-
clude small contractors in

22

decrease toll charges.

The Bill, to be tabled in
Parliament  shortly, in-
cludes amendments
which allow for the devel-

between the public and
private sectors. Under the
Bill, the A Roads Board is
able to authorise any per-
son to plan, design, con-

national tar body

struct and operate any
portion of a national road.
It allows for the operator
to charge a toll to recover
costs for building roads. -
Staff Reporter.
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|'Robyn Chalmers " ° - ;
w. e L .. . . 'proved rate-of pay_ for construction
THE agreement reached last week be- :» work, the. creation of financial support
tween regional construction ministers
"to implement a common framework for
the stithern African construction in-
‘dustry will have important spin-offs
(Y foRSALY - : Voo e 3 ; : )

. Fhe ministers responsible for-con-* -support must be provided with due re-
* | stiiétion in Lesotho, SA, Zambia and gard paid to risk management,” said

and the promotion of joint ventures.
“Although government can contri-
bute significantly to overcoming the fi-

"

Zimbabwe signed an agreement aimed . onemimister.. . . . . .oci-

at opening up the construction, mar-... .; Most countries involved in; drawing
jketgyof participating countries for the. up the.. recommendations — .which

benefit of others. ... came out of a,week-long seminar in Jo-

Ooﬁwﬂﬁoﬁoﬂbmﬂm%mb&%wn_wmum " hannesburg .with_delegates, from 10

.%ow_wm.nsb said one of the bénefits of \m«pmum.ﬁ ries, —.expressed .concern :about

¥ e

LAY ERY . xh ]

the dgreement would be greater access
lto funding in the medium-term, par- = paciby-It was agreed there would be an
tienlarly for ernerging contractors. ~ audit of educational and training facil-

LTe 4

.« .. .Theministers recommended an im-  Tiesin

programmes for emerging contractors. ,posal to establish regional compatibil-

. nancial difficulties of contractors, this.

. developed construction industry and

TINAYTES0UTCe developmentiand ca-. -no country could survive, without re-

2

% region, as most people had a. * saic if the construction industry was to
meet the challenges of the RDP,its pro-
ductivity and output quality: would
have to be dramatically improved,

A way to boost the construction sec-
tor’s output and ward off competition
from foreign firms in the region was to

+ givelocal firms preferenceiny TOCUring
work. This should, however; be seen as
an interim strategy, hesaid.; ..

. The issue of preferences was debat-
- ed at length, but no decisions,were tak-
.en. “With the co-operation ofall region-
.al partners, the region should be able
to arrive at preference policiés which
protectlocal industries while ultimate-

, 1y preparing the regional economies for

gional co-operation. .. oo v oals ~the challenges of intern tional.compe-

Public Works Ministér Jeff Radebé *tition,” the ministerssaid.s " REa

thernAfrican construction: Ea,wms deal.will benefit SA
e N O A . 52 )

w.w,,‘m“,g.,___.m i . m& T» . slons
) Nnﬁ_.r..t > BM oo . jeun

problem gaining aceess to them.
One industry analyst said the pro-

ity of course content and a re ional
qualifications framework wo d go
some way to boosting the mobility of
construiction personnel. ° -
Deputy President- Thabo Mbeki
calmed the fears of other countries that
SA would ride roughshod over its re-
gional counterparts because of its well-.

strong skills resources. .
He said SA would pay dearly if it
developed to the detriment of cthers as

et
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fion, dlngw
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eager to: meet the de-
.j, mands’ glaced on the in-
dustry y .the country’s
social - and pohhcal‘
transformahon

- Naude Klopper, who ~
~was. elected. assomatmn.

ra’eesa\?

1pre51dent atithe body’s:
a gural meetmg,,alast‘*
v aid the ¢ organisa;
. ahsed mdﬂstry’q,

. ., ehangs
o &% have a mgmﬁﬁgg
| etfe begm\?

et "ct;ﬁon the' long:

% 55 of .the!RDE: ﬁg:};l :
1013 cdevelopme )

Sigihef aesocmtmmm

‘ ’»":’nembersmp of about
+1:250 - contractors, ;Was

-committed . to ‘néation
buﬂdmg, "Klopper ‘#aid, .

F'saw the, cha]lenges

as excltmg rather than
threatemng”

o rq“Maeter bmlders as-
soelatmns have, overthe

- --ye,ars, ghown themselves

“to} be' responsible - and
‘ ,',receptlve orgamsatxons
sthat work for the benefit

* |+6fstheir members, theu'

idustry, commumtles

" |#and regions,” he said. !

7*"He  committed the

. new orgamsamon to* ‘ag-

.

Stractors and to a rolein
the  educational- . and
gtechmcal fields ‘as theu'

: ) eontnbutlon to national

\reconetructlon [

(7, “The emerging build-
ner has ‘a major contribu- .
xmon to make to the work
%‘of national renewal an,d
commumty llﬂvment
vHe needs hands-on’sup-
ort from industry. Jcol-
eagues who have’ years
a,of -practical experiente.6f

+ |ithe " miany - cha]lenges

.wh.lch face the sta:*b-up -
‘operator,”hesaid. 17
. Strategic Busmess ,
. ',T)evelopment official
J]3emue Nhlapho ‘wotld
he charged with the task
"identifying and re-
“apionding to the reeds of
vemerging builders.

' 4.{"*&"J'he Gauteng, Master

,Bmlders -Association’s
”f‘réeonstmcl:mn agenda
would put added respon-

N a1b111ty on its members,
 i|#%ho would still be ex-

pected to fulfil tradition-
| .8l:roles such as consult-
“ing on mdustry stan-
dards,”  training. -and
mduatmalfrelatlons and -

. gerving on tender boards
wherevez; . they were
when reduived.

o rorv e
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By Fiona LENEY

MRt
Johannesburg — Grinaker Hold-
ings, , Anglovaal's electronics and
construcion group, yesterday re-
ported modestly improved results
for the half-year ended 31 Decem-
ber 1995, roughly in line with ana-
lysts’ expectations.

The group, which draws its
income from subsidiaries Grintek
and Grinaker Construction, said

that attributable profits had risen by’

18 percent to R21,9million before
exceptional items. Turnover was up
at R1,95 billion (R1,71 billion).

This was despite a downturn: in
the construction business after the
completion of large building pro-
jects such as the Columbus stainless
steel plant and the Alusaf smelter.

Government expenditure on
capital projecis also slowed down
during the period of uncertainty

Loy

around the November municipal
elections, said Grinaker chairman
Richard Savage.

The subsequent squeezing of
tender margins was reflected in the
7 percent fall in attributable earn-

Ty b

,223 million for subsidiary
Grinaker Construction.

Work in hand, worth R1 billion,
was at a satisfactory level and short-
term prospects were good, with
promising tourism and RDP-related
opportunities.

“The intention is to declare an
interim dividend of 9c a share
before the end of April, which will
be a 12 percent improvement on the
one paid last year,” Savage said.

Grintek, the group’s electronics
subsidiary, also posted improved
results, with attributable earnings
up 24 percent to R21,1 million on
turnover of Rl billion (R877,5 mil-
lion).

The proposed dividend payable
to shareholders would be 18 percent
higher than last year, at 2c a share.

Sittek, Grintek’s information
technology subsidiary, also per-
formed well. It posted a 14 percent

sts’ expectations

ey e

rise in attributable earnings to
R32,1 million, with strong perfor-
mances from the computer systems
division, despite weaker-than-
expected results from its distribu-
tion arm and a mixed performance
from its offshore operations.

Siltek’s management did not
expect earnings growth in the sec-
ond half of the financial year to
exceed that of the first six months, it
said.

Grinaker Electronics, the other
Grintek subsidiary, which specialis-
es in electronics communications,
expected trading to improve in the
second half, with a stronger order
book than at this time last year, and
growth in export orders expected.

The company had recovered
from a fire which destroyed part of
Its manufacturing facility in Pretoria
last year, said Grintek chairman
Jack Saulez.
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Four oo::Emm to
(32

By Joshua Raboroko

GOVERNMENT ministers from four
Southern African states have signed a
declaration of intent to empower
small and medium sized construction
enterprises in the region.

‘The ministers Emamna them-
selves at a meeting in Sandton this
week to make money available to
emerging contractors and to pro-
mote joint ventures between big and
small businesses.

The declaration was signed by
South Africa, Zimbabwe, Zambia, and
Lesotho. Botswana still has to sign.

The World Bank and the Develop-
ment Bank of Southern Africa have
endorsed the construction declaration,
which is seen as an important mile-
stone for the provision of houses, ser-
vices and other facilities in the region.

The countries will collaborate

jointly to:

® Promote skills, bisiness educa-
tion and training as well as to ensure
career development;

@ Advocate the use of appropri-
ate technology and encourage
1abour-based construction and mate-
rial production;

@ Negotiate a regional labour pact

Thabo Mbeki said there was a need for
equitable development in the region.

Public Works Minister Mr Jeff
Radebe proposed that the principles of
Reconstruction and Development Pro-
gramme be extended to the rest of the
region.

He said the main benefit of the

which will define minimum working - RDP would come from the active par-

conditions for construction labour;
® Cooperate in the sourcing of
doner funds 1o ensure that the benefits

ticipation of all sectors of the south-

ern African economy. Public sector
funding was essential to kick-start the

of the joint framework are shared development process. -

! throughout the region; and
@ Negpotiate regional - coopération.”
agreements between wncmmvmﬂo:ﬂ insti=
tutions to allow cross border Emﬁnoo..
The meeting also resolved fiy wonﬁ a
nmm_oaﬁ council Wwhich will -commis-

monitor protocols. - -

>a&mmm5m amuomﬁom n_.E.:ﬁ m.:..,‘ i

Zimbabwean construction " and
.national ~housing minister Mr Enos
OEWoﬂ.oa said the declaration would
opén’ ‘the nczmn”:ono: market for the
- benefit of the region.

;.- He said it would-also level nﬁ Emu?
sion work from task’ ﬁmmBm &H.ﬁ& to*-ing fields for ooum:dnnon companies

and enccurage dinors to standardise
"the uEQmaﬁmm -ander éw:nw mﬁﬁ_cu- -

O
+ - o

empower

same meeting,” deputy president Mr  ment

projects
were funded.
The delegates

were  urged to

take their respon-
sibilities serious-
ly and to ensure
that -when they
meet in Zambia

_ for the regional

council, they will
have accom-
plished the plans
as set_out in the

- declaration.

Jeff Radebe
proposes the
RDP for the
whole of

Southern -

Rﬁom.

r small builders
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Joharineshirg — Group Five, the con-
struction and development company,
boosted earnings by 37 percent to
31,1c a share in the six months to
December despite the continuing lull
in major building and civil engineer-
ing projects.

The interim dividend has been
increased by 40 percent to 7c, Income
before interest and taxation was u
89 percent at R26,4 million. But higher
financing costs, from R4 million to
R11,5million, pulled down the ad-
vance at taxed income level to 42 per-
cent, . ‘
The highel financing costs reflect-
ed the increased level of activity in the
sectional-title residential market.

The executive chairman, Theunis

Kotzee, drew attention to “consider-
ably improved margins” and a 21 per-
cent imiprovement in furnover as
important. factors in the results, He
expectecy;fhe interest charge to decline
owingita'optimisation of cash flows in
the se;é't,ic}’(al—title sector,
. Hé!Predicted that results for the
presérit®’six months would exceed
those” 3fsthe half year to December,
based’ori present activity levels.

He said the following “variables”
could, dffect activity in the short to
mediiiik

g ?éi ATinE concessions presently
mooted: drey’awarded, the building
e el

il e

r R
b L

- e, -""';3" .
O Thepéndiste sambling concessfdrs:
l?-g aﬁ‘gh Gu Tt v}

b e WA o

ul Sep Nov Jar

industry could run out of capacity
within 12 to 18 months”;

OOThe government's housing initia-
tive, "w%u'ch should ensure a protract-
ed period of activity”;

OThe construction of planned toll
roads; and

O Positive indications of an increased
uptuin in the civil engineering sector.

Kotzee said if South Africa could
maintain a 4 percent to 5 percent
growth rate in the years ahead, pros-
pects for the construction industry
would be highly promising,

Earnings for Evetite, a Group Five
subsidiary, slumped 29 percent to 8,8c
a share for the six months to Dec-
ember. The interim dividend of 3¢ has
been maintained because the directors
considered the decline in earnings to
be temporary.

Group Five executive chairman

They said the temporary slump in
market demand resulted from the
impasse caused by the country’s polit-
fcal transition, “particularly the re-
structuring and replanning of the
national housing delivery strategies”.

Kotzee said though Everite's
prospects for for the next six months
wete uncertain, with trading condi-
tions unlikely to improve in the short
term, “there are definite grounds for
optimism in the medium to long
term”.

“All the indications are that the
newly developed housing strategies
are beginning to take effect and
should start gaining momentum in
the near future,” he said.

£y
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HOUSING

PROTECTING AGAINST DEFECTS

e zzm%

The National Home Builders' Registra-
tion Council has made an important
amendment to the wording in future con-
tracts between buyers and builders in the
R250 000 and below homes market,

Key documents stated previously that
consumers had no claim against the
council - or its builders’ defect warranty
fund. Documents now specify that any
justifiable structural defect claim on the
part of consumers
would be against the
contractor.

According to council
MD  Peter  Allsopp,
10 000 new Atthorisa-
tion of Contractor's
Payment forms are be-
ing printed “to better
reflect the relationship §
between the contractor
and the consumer.” ¢

Payment authorisa-
tions now read: “I/we |
accept that should
1/we believe that I/we
have a claim in respect
of a structural defect in KRN
relation to my/ourresi- Peter Allsopp . .

will lie against and be

. who will
dential unit, such claim compensate for shoddy work?

3 :z>
by no means sufficient.

Allsopp replies: “This choice of word-
ingis used because the councilisnot ale-
gal insurer.” He emphasises that council

rules lay down strict obligations and re- |

sponsibilities for all parties concerned,
including itself.

Short of launching a State-backed,
third party insurance or insurance com-
pany to protect consumers against
shoddy workmanship
or fly-by-night contrac-
tors, the scheme as de-
vised is a self-regula-
tory measure.

Like the Estate
Agents’ Board (and its
fidelity fund), the coun-
cilis funded by its mem-
bers and has teeth —
though it is not a statu-
tory body.

Should builders fail to
repair validated defects
in council registered
houses, they can be de-
registered by the council
and batred from build-
ing bonded homes.

Much of the criticism
of the scheme is levelled

made against the con-

tractor and not the council. However,
I/we uhderstand that should the conirac-
tor fail to comply with warranty obliga-
tions, I/we may approach the council,
which will use its best endeavours to in-
vestigate and resolve the matter.”

The change comes about at the onset
of a renewed wave of criticism of the
scheme from the KwaZulu-Natal Master
Builders’ Associaticn and the Cape De-
velopers’' Forum.

The focus of their complaints has been
on their compulsory membership of the
scheme, set against their perceptions of
the scheme’s deficiencies. The nonliabil-
ity of the council and its fund has been
one of their complaints.

The new wording does not allay their
concem. The council's assurances to
“use its best endeavours” are, they claim,

at its perceived nonap-
plicability to unbonded homes. Whether
a house is bonded or not is not the issue.
What matters is whether it's registered
with the council.

The bulk of the low-cost housing mar-
ket is in the R15 000 and below bracket,
which is now fuily subsidised by govern-
ment and not likely to be registered with
the council. Homes in this sector, where
linked to projects, will be inspected by
project engineers, whose certificates are
required to ensure payment of govern-
ment subsidies.

There is still the question of what hap-
pens to houses that are not registered
with the council and are not part of pro-
jects. Potential home buyers who want
protection from the council should find
out what the council requires for their
homes to be registered with it.

What quality protection, too, can be of-
fered to those who use the R15 000 sub-
sidy to build initially incomplete struc-
tures that cannot be registered with the
council? @
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Building doldrums fail
tor strainm(grroup Five

ot PP 22]2

CONSTRUCTION company Group
Five boosted attributable earnings by
42% to R10,7m in the six montﬁs to
December, in spite of a lengthy lull in
activity on major building and civil
projects. -

Share earnings rose 87% to 31,1c
and the interim dividend was set at 7¢
(5¢). Group Five executive chairman
Theunis Kotzee said earnings im-
gfoved in spite of mixed trading con-

itions and a temporary setback in the
performance of building materials sub-
sidiary Everite.

Earnings in the second hailf were
likely to exceed those achieved in the
first half. Everite was expected to im-
prove on its first-half earnings, but
full-year profit was expected to be
lower than last year's,

Group Five’s turnover, excluding
Everite, was up 21% to R938,7m, while
income before interest and tax was
89% higher at R26,4m, reflecting
higher margins.

Finance costs more than doubled to
R11,5m, reflecting increased activity
in the .gectional title residential
market, but were expected to drop in
future thanks to improved cash flows,

Turnover for Everite Holdings, in
which the group bought an additional
11% interest, fell 12% to R284,4m, and
income before interest and tax was
33%lower at R14,4m,

Earnings dipped by 29% to R7,7m,
translating into share earnings of 8 8¢

(12,5c), but the interim dividend was
kept at 3c because directors believed
the earnings slide to be temporary.

Kotzee said expected sales volumes
at Everite from the middle of last year
had failed to materialise. Building
materials retailers had started de-
stocking towards the end of the year,
while dumped imports had begun to
affect local markets.

There were grounds for optimism in
the medium to short term, with the
g_ossible take-off of housing strategies

om mid-1996.
At Group Five, the civils division
erformed well and it appeared the in-
gustry was pulling itself“out of the dol-
drums”, The building division was suf-
fering from a lack of new starts. Low-
cost housing activity was non-existent,

The planned development of toll
roads was expected to keep the road-
building industry busy, and the road

‘division’s prospects were promising.

e engineering division was ex-
pected to remain active for the nexgtwo
to three years, while the property
division was doing well in the commer-
cial and the medium-priced residential
housing sectors. evny

Group Five Holdings, with a 53,8%
interest in Group Five, declared an in-
terim dividend of Te¢ (5¢) off earnings
equivalent to 30,4¢ (22,2¢) a share.

.8M Goldstein, which derives its in-
come from a.45% stake in:Group Five -
Holdings, declared a 7c¢ (5¢) interim
dividend after a 36% hike in share
earnings to 31,9¢.
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Adrienne Gillomee - -gramms— b month as.
st , .eviction notices went.qut.$0.5 700
MOST of the elements involved in - of its 49 000 borrowers. e .. .
low cost housing — including .. Outgoing Council of Southern.
housing policy and its ministry — -African Bankers CE Piet:Lieben- -
were deemed by the building in- bergaeid at the weekend that lack
dustry to have been unsuecesaful

-
~d
H

of stock and an absence of suitable
a survey among establicshed and. . affordability lavels wera.the main..
emerging contractorashows, - ---obatecles tolow-cost housing. .+ -
- In ita. February assessment of ....-Government had a;

the construction industry, - the - ise-the: 2: |
BMI Building Research Strategy- --the.risk for banks to invest in.low- -
Consulting  Unit said--factors-- cost housing-He said-it was-im-
deemed -critical to the:low~cost- ~moeral to .grant credit.to people
housing programmehad:all-feiled - who were not able to -bond -
towinindustry plauditsr  « - wsepayments. :Tt does nof-help, that,
The - report follows - govern~ - ~they have security — banks:also- |
ment’s call.earlier this. month to ..wanttobesureofaca W .
investigate the conatryetion -in-- - ~The rgprt«, found nearly -two:
dustry’s failure to deliver.on low-....thirds of the amerging.contractors |
cost housing — a probe the indus- - j in low-cost
try has claimed was misdirected.. . lished
The unit found that of the 14 sector alse jdentified; low-cost
factors chosen as critical, 11 were housing as the major.growth.sec-
deemed to have been fan'fy orvery__tor, salongside s and
unsuccessful by the respondents. - - »cluster developments, "~
rest scorers included The :c'eagort said given that the

- major gro
. housing this year. The

national housing policy; housi 14 -critical elements for low-cost
ministers, national and provinci housing were now in-place, “they
housing boards, the Mortﬁage In-- -must contribute to success in the
demni Scheme an the affordable housing segment”.

Mas e campaign. . ~-A “new reelism” had emerged

Training and government’s at- in the industry about the low-cost " |

tempts to create the right climate housingsector, the report said.

for investment gave the best score, “The realisation (ig) that af-
but that was a “neutral”response.  fordability is the major constraint

The survey covered 120 compa-
nies, 81 of them emerging contrac~
tors, with reapondents oﬂ'erin‘f in
both residential and non-residen-
tial markets. _+ .

The ﬁndmﬁs fuilow 2 sluggish
performance by the programme,
with.one mainstay — the Serveon
payment normalisation pro-

.and the acceptance
.ment may have to enter the hous-

that govern-

ing arena through facilitating
mass housing contracts for those
who can afford them.

» “Tt ig of the utmoat importance
that government should manage
unrealistic expectations in a di-

rect and forthright manner,”




The ou ot the building industry
is now more positive than it has been
for the past decade, according to the
Iatest survey by the BMI buiiding stra-
tegy research unit,

that optimism in the building industry
was continuing to improve, The
emerging and established sectors ex-
pected conditions to pick up by be-
tween 5 and 10 percent this year.

The emerging sector is the most op-
timistic: a net 87 petcent expect condi-
tions to be better compared with a net
72 percent of the established sector,

Most of the established sector’s
optimism arises from their positive
perceptions of the outlook for their tra-
ditional market segments,

Growth, said Lewis, could be
expected in most of the traditionat
market segments in the building
industry as well as affordable housing,
which would start being delivered this
year,

“Even though this sector is bedev-
illed by many obstacles, it is evident

| that significant progress has been

made in coming to grips with these.”

For example, the mortgage indem-
nity scheme was in place, the builders’
registration had proceeded quite well
and the product defect warranty
scheme was in place. Serveon was also
reducing the number of bond default-
ers, said Lewis,

In addition, he said the government
housing task team had produced a
very pragmatic document. The issues

Llewellyn Lewis, the director, said ‘

MAGGIE ROWLEY

ON PrOPERTY

—

Both the emerging and
the established sectors
expect better conditions

of non-delivery were more clearly
understood now than ever before,

“There is a clear realisation that aff-
ordability is the major constraint and
that the housing subsidy mechanism of
government can only aspire to create
access to appropriate housing opportu-
nities rather than build hundreds of
thousands of houses which people
cannot afford,

“Therefore the realisation has
developed that the incremental
approach to affordable housing is
appropriate in that it creafes access to
housing opportunities according to the
affordability.”

Lewis said that in future it would
be important for the RDP to be judged
on the ability to create access to afford-
able housing, rather than building the
houses,

hg)dg%égmﬂght prospects

“However, within this total spec-
trum of housing, wealth creation takes
place and investment in building re-
sults, which can also influence activity
in all the other sectors as optimism in-
creases.”

The survey found that contractors
in the emerging sector were experienc-
ing probiems obtaining finance for
low-income housing and in obtaining
capital subsidies. ‘

Land for low-cost housing devel-
opment could also become a problem
for this sector in future.

The established sector also encoun-
tered a problem obtaining bank finance
for low-income housing, but had less
of a problem cbtaining capital subsi-
dies,

A net 19,4 percent of the emerging
contractors surveyed and a net 40,7
percent of the established sector
reported that building-material prices
increased more than inflation.

This, said Lewis, was a matter for
concern. He said that perceptions were
powerful determinants of behaviour,
though they might not be correct,

To this end, the Building Materials
Suppliers of South Africa had decided
to start monitoring the increased prices
of the building materials for a typical
40m? house starting each quarter. The
monitoring programme would begin
this quarter.

In future, price increases would be
monitored in each province every
quarter using this quarter’s prices as a
base, he said.




PROPERTY

Lukanyo Mnyanda

THE building industry lacked ev-
erything but labour and building
materials last year, although ma-
terialg’ prices, perceived to be in-
creasing faster than inflation,
posed prablems, says a report.

The BMI Building Research
Strategy Consulting Unit, in its
February assessment of the build-
ing industry, said that a survey
among contractors showed that
the accessibility of labour and
building materials was satisfacto-
ry. But the industry had gained
low points on most other factors
crucial for housing delivery.

According to the survey, 19% of
emerging sector respondents and
almost 41% from the established
sector viewed material prices as
increasing faster than inflation.

“This is a matter of concern be-
cause perceptions are powerful de-
terminants of behaviour, even
though they may not be factually
correct,” the report said.

To rectify this, the Building
Materials Suppliers of SA would
initiate a quarterly monitor of
price increases to provide a factual
base for comparison.

Overall, the industry did not
experience difficulties with the
availability of critical resources

and key capabilities, although the

Building industry

looks to

ag|x|9
established a% emerJing sectors
experienced problems in obtain-
ini building society finance and
subsidies for low-cost housing.

The availability of land for low-
cost housing was also identified as
one of the obstacles still to be over-
come by emerging contractors.

The report followed govern-
ment’s call for an investigation in-
to the construction industry’s fail-
ure to deliver on low-cost housing
and shows a negative perception
of the progress achieved so far,
among 120 companies polled in
the residential and non-residen-
tial markets.

When asked to compare the
building conditions experienced
last year with those of the previ-
ous year, most respondents re-
ported little change. Only about
16% said conditions were better.

Established contractors made
up the majority of those who ex-
perienced better conditions last
year, with the emerging sector’s

: impr%ge

poorer performance explained by
the lack of movement on low-cost
housing and other projects related
to the RDP relatecii)lroj ects.

About 55% of all respondents,
with the established sector again
showing more optimism, expected
conditions in the next six months
to improve by up to 5% on the
same period last year.

But on the outlook for the next
12 months, the emerging sector
was slightly more optimistic, with
87% of the respondents expecting
better conditions, compared with
72% for the established sector.

The established sector was
looking to its traditional markets
for growth, although it was likely
to benefit from the de]ivex&y of af-
fordable housing, expected to ac-
celerate this year.

“Fven though this sector is be-
devilled by many obstacles, it is
evident that significant progress
has been made in coming to grips
with these,” the report said.

A
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Robyn chalmers

CONSTRUCTION %r ‘Murray &
Roberts lifted attributable earnings .
22% to' R]r77m for the six months, to-
December’ as strong offshore’ gaing
overcame reduced government and pri-,
yate sector mﬁ'astructural inye stment;

Shaye earnings ‘on ‘an ;ekp anded )
shiare base were 13% ‘Higher at’ 52c and "
the interim- dw:tdend was ra1sed to
14 ,5¢(13¢),

'CE Graham Hardy wamed that de-
: pressed lévels of activity could worsen
in the second half, which could leave
earnings: growth in the latter six
months Helow the inflation rate.

1gver increased 16% to R5,2bn

and earnings -before ;mterést and de-
preciation rose 18% to’ R50Tm, Earn
ings; before interest increaged 14% to
~R345m, while a higher interest bill of
RE8m ( 60m) and lower tax charge of -
R71m/{(R72m) saw earnings after tax
rise to R191m (R170m).

The}group said it had still to feel the ‘

T R’%‘B"”“’fwﬁ" ‘6|

beneﬁt of RDP spez@,ngJ hil pnvate

enterprise gro;ectshad slowediize .-
Gross domestie  fixed. inveatmant

gpend had :veered: towards-projects

worth less than REOOni.‘These projects
Contmued on Page 2

C e '; 0

TV . ps

LTy o ﬁ a ..
2:‘1 %
Continued from agel’

were m_amly in thB downstream man-
ith i estmam%: largely
with invi en in ment
M%I&R had eqmp
responded with s
offshore mhah‘l::: with thetmnger
workmg in ng' i{ong Dllb&l an
bouring sub- countries.
ternational activities contributed
17% of turnover.
- Hardy gaid the group was on track
toreachxtstargetofzo%by 1998, Op-
erating divisions all posted good gains.
But Standard Engineering sustained a
fall in pre-interest earnings to R39m
(R62m), which M&R pinned a “more
conservative view” on proﬁt-tnhng
amid a delayed export contract for
train sets.

There was a serious dis ent
with consortium partners which was
being resolved.

group declined to give details,

but reports have suggesmd that Stan-
. E::gm subsidiary Union
Ca'i"naga ax;d 1E;Vhag;(i'ma1151301‘.1119 contract
in Taiwan for the Taipei uni rground
haslgeendela et%:l ) d bo
ng- short-term borro
rose to R1,09bn (R998m), whﬂm
row-mg'e;t ﬁlcreased tl}. 4‘2%% of f pen
.nent cg against une
1995, Hg}dysaldalthoughfim
level was within the group scaveats,
att.entmu was being paid to reducing it

g‘he g_roup finelised several acqui-
sitions, including buy'mgo the Mega
plastlc tﬂpmg busines m Sentra-

e contract transport opera-

tmns of the Matthysen Bus Transport
Company and the remaining 50
shareholdings in Johnson Crane I-Ilre
and Quality Tyres. Hardy said the ac-
almmtmns signalled a consolidation of

e group’s positioning rather than a
diversificationinto other areas.

The counter closed 25c, orl%, down
yesterday at R24,75.

Picture: Page$
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MIXING MQRTAR grm CHIPS

1217
Construction “companies emerged
leaner and meaner from the recession —
they will need that new muscle to handle
the pressures of global competition in
the new SA.

Grinaker Holdings is an anomaly in
this sector, derlving slightly more than
half.of its eéarnings from information
technology interests. In the past, the
construction and IT interests were
roughly counter-cyclical, which helped
shield group earnings from excesses in
either cycle, but finance director Tony
Mitchell says that no longer applies.

In the newly open IT markets, sub-
sidiary Siltek and associate Q Data can-
not be complacent. They face intense
competition from returning international
campanies and grey market dealers, See-
ing these off demands improved efficien-
cies and superior product knowledge.

“The sales are there,” says Mitchell,
“but margins are being squeezed.”

Grinaker Construction boosted turn-
over 10% but dropped earnings before
exceptional items by 7%, compared with
first-half financial 1995. “The construc-
tion industry is treading water,” says
Mitchell. “The volume of work has
slowed and margins are tighter — an in-
dustty-wide complaint.”

FinanciaL MalL - MarcH 1 - 1996

But the company has work on hand
wotth Ribn and chairman Richard Sav-
age expects “an upswing in the number of
tourism-related opportunities.”

Mitchell is not worried about Gri-
naker's ability to compete for its share of
the construction cake. "It's going to be
tough. Some good companies have sur-
vived the past few years. But we have a
strong balance sheet not over-burdened
with debt. We have room to expand
without over-extending ourselves.”

Total borrowings stand at R40m com-
pared with R70m in the previous period
and the balance sheet is ungeared, with
R166m cash on hand.

The p:e ratios of the main contracting
stocks fall in a tight band between 15 and
15,8, with a few outriders near 18. At
15,5, Grinaker is firmly in the centre. The
share price has almost doubled to R26,25
in the past year and is now probably fully
priced. Margaret-Anne Halse




industries are set to be-
.come leading growth fac-
“tors in the economy over
" the next few years after a
‘number of false starts
since 1993, C-

. 'The latest figures from.
the Central Statistical Ser-
‘vice show that building
"plans passed in 1995 rose
‘sharply by 314% to R178-
billion compared with
R13,5-billion in the previ-

ous year and R11-bitlion in

1993. The level of buildings

completed was a more

modest 71% at R8,2-bil-

:lion against R7,6-billion

(see graph).

Property analysts, de-
velopers and  agents
coneur. .

Boland Bank econpimist
Francois Jansen’ - says
there are a numbérdfifacy
tors which point towards

THE building and property

w2
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BUILDING PLANS PASSED

38768 b 1995 2 /17,83/3-bn

4-Las

47300

ding industry rea

Tue Economy

With the increase inthe number of building
plans passed excegding that of buildings
completed, South Africa is surely headed
for a boem in the property and building

industries, writes DON-ROBERTSON. ~

the long-awaited revival.
Traditionally, the prop-
erty market lags an eco-
fomic upturn by 12 to 18
months. The current eco-
nomic upswing began in
mid-1993 with the property
market showing a revival
during.the period preced-
Jng April 1994. ° :
Contrary to expecta-

tions, however, the indus-
try levelled off after the
elections, but is fiow show-
ing signs of a sustained re-
covery, which is likely to
begin in the near future.

Mr Jansen bases his.op- .
timistic forecast .on .the
substantial . incFease “#in~
buildirig plaris*dpproved,
but hot yet translated into

building activities,

- The CSS is a little more
circumspedét, . saying that
from October last year
prospects for the building
industry have, “improved-
‘slightly”. But indications
are that the, industry is
"pi€paring for take-off.

. The. C8S says that the

‘seasonally adjusted value

b

z

of building plans passed in
the fourth quarter of 1995
increased to ‘R4 4-billion,
up 4,9% on the previous
quarter, while the adjusted
value of ‘buildings com-
pleted increased by only
R2 1-billion,- or 1,3%, sug-
gesting that the construc-
tion industry hasva’ boun-

this trend continues.

The £,9% jump in build-
ing plans passed during the
quarter.can be attributed
to a hikeé of 8,9% or R179-
million in respect of res-
idential buildings, with the
largest inereases in the ur-
ban areas of Cape Town
and East London. Durban

In Gauteng/Witwaters-
rand, 676 more flat units
were passed and 212 more
townhouses were ' ap-
proved in urban Pretoria
during the quarter which
helped push the valué of
these dwellings up by 50%
in 1995 compared with the

. previous year.
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THE construction industry forum,
mooted earlier this year by the
public works department and con-
struction industry Jeaders, will
play an important role in oversee-
ing the sector’s transformation.
Public  works department
deputy director-general  Sivi

Gounden said yesterday that once

Constru&tif)n i'gld Stry forum ‘has major role’
Robyn Chalmers 52 % %mi bram had been set up, its pri-

ary role would be to oversee the
development of gtrategies and
monitor delivery in joint efforts
between government and the pri-
vate sector.

Gounden said it would not re-
place any existing structures, but
would serve as a vehicle for the
promotion of unity and commmon-
ality of purpose in theindustry.

A drive to unify the construc-

" tion sector was launched last year.

CGounden said an interim task
team had been established to de-
velop recommendations on the
way forward for the industry and
to ensure that all affected parties
were included in negotiations.
Members of the task team had
been drawn from the private sec-
tor and the department.




Robyn Chalmers

CONSTRUCTION group LTA has
forecast good growth in earnings
for the year ending December, de-
spite the dearth of major construe-
tion projects.

Chairman Hilton Davies gaid
in the, annual report that the
group had work on hand worth a
total of R2,1bn by the end of De-
cember last year, and the strong
growth that had been forecast for
the economy should go some way
to boosting its fortunes in the
current year,

Hessaid during the review pe-
riod, LTA had participated in all
the major construction projects in

|LTA expects good grogtﬁ

P L ]

8A, includinp$he Co us stain-
less steel project, Namakwa
Sands, the Sappi Saiccor pulp pa-
per mill expansion and the Hill-
side smelter at Alusaf,

This had contributed to higher
attributable earnings before non-
trading items of R454m from
R39,4m for the previous compara-
ble period on raised turnover of
R2,5bn (R2,3bn). Share earnings
rose to 161cfrom 141e.

The Autecon, civil and earth-
works as well as Stecledale divi-
sions performed well and earned
profits higher than forecast, while
the process engineering division
fell short of expectations, primar-
ily as a result of a lack of major

eébifé iéoarllkgﬁl\gork

new project

Davies said the building divi-
sion had achieved a lower than ex-
pected profit, largely as a result of]
highly competitive market condi]
tions, coupled with labour unrest,
although good results were report.
edin Eroperty development.

“The delayed hnplementati(id
of certain objectives outlined i
the RDP has affected opportuni-
ties for companies in the group,
especially in the building divi-
sion,” he said. “It is encouraging to
note, however, that the pro-
gramme is now gaining momen-
tum and group companies remain
geared to participate to the fulles
possible extent.”
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" EMERGING contractors are fac-
“+ing a cash and skills crunch which

s

.+ is effectively excluding them from

"vthe construction industry, despite
government's push for the inclu-

% sion of eerging contractors in the

4

-+ low-cost housing programme.

k]

Walker & Murray Quantity
"Surveyors partner Andre ten
.Krooden, who works extensively
‘with emerging contractors, said
‘their biggest problem was an in-
ahility to price properly. He said
: consultants could help contractors
by separating material and labour
* costs® This would make pricing a
-less daunting task.
. Emerging contractors also
“1acked the skills to enable them to
manage their resources on site ef-
‘fectively. This had, in turn, made
it difficult for contractors to plan
“their projects correctly.
Clovernment had to ensure
there was further movement on
RDP projects, which were not pro-
viding enough work for emerging
gpontractors. Emerging contractors

Emerging contractors
fa‘ce CaSh, skill

needed to be kept active to gain
the necessary experience and
gkills. They had only sporadic, in-
consistent opportunities now,

Ten Krooden said some con-
tractors lacked the strength need-
ed to ensure discipline among
their work force, and were reluc-
tant to dismiss “useless people” as
the‘y feared refaliation.

This either pushes up their
prices or resultsin losses.”

The fact that community or-
%anisations had been largely re-

uctant to help in this regard made
the situation worse.

Ten Krooden said the construc-
tion industry needed to spell out a
work ethic setting minimum stan-
dards for emerging contractors,
who were often unaware of their
own 1Q:rodum‘,i'\.fiizy levels.

The industry also needed to ex-
pand its training facilities, but the
commitment had to come from
both sides a8, in some cases,
emerging contractors simply did
not arrive for classes.

Lack of bridging finance was
also a big problem, and those con-
tractors who obtained funds need-

s crunch
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ed to be educated on how to man-
age them.

“Some of the contractors use
their bridging finance to settle old
debts or to buy luxury goods and
then end up running out of money

to pay their workers.”
‘Aggociation of SA Quantity
Surveyors  president ~ Barry

Probert said that the skills of the
qﬁantity surveying profession
should not be overlooked, as they
could play an important role in
drawing emerging contractors in-
to the industry.

“Our role as the cost manage-
ment consultants of the construc-
tion industry means we can con-
trol budgets while ensuring q,ual—
ity standards are maintained.

Probert said a non-controver-
sial system of grading contractors
according to their ability should
beinvestigated.

This could ensure that builders
were allocated projects within
their capabilities.

In addition, smali-scale con-
tractors should gsin experience
through joint ventures with larger
contractors, he said.

?Liability for home electricals questioned

:::-'Lukanyo Mnyanda

v

‘BUYERS and sellers of new homes have been warned

of who is responsible for ensuring
that the electrical installation of a house for sale has

-been approved and has a certificate of compliance.

. Aida National Franchise CEO Gian
there was still confusion and misunderstanding
about electrical certificates of compliance, as
1ation wag not clear on who was responsible.

Health and Safety

‘ \Act, the responsibility for the gafe use and mainte-

“to clarify the issue

According to the Occupational

nance of electrical installations is on the user or

doya said
Era
legis-

practice fis the

him sho
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lessor of the inatailations.

Industry sources criticised the legislation for its

lack of clarity when it
years ago. It gave no clear
landlords and tenants to clarify the issue of respon-
gibility to avoid future confusion, Sdoya said.
Reeal Estate MD Willie Marais said although
the legislation implied that the buyer was respon-
sible for t:he clearance certificate, it was the industry
norm for sellers to ensure they had valid certificates.

“While legislation does imply that the
sponsible for this clearance certificate,
eller should obtain the certificdte. In
this wayy, the seller can prevent any claims against
1d the electrical wiring not be up to rec-
ominended standards,” he said.

' said the certificate was valid until changes
de to the installation, yet the industry gen-
erally| acknowledged
deteriorate over
propexty had no guarantee that the installation wag
still safe, even ifit had a certificate of compliance.

was introduced about two
idelines and it was up to

buyer is re-
the general

that electrical installations
time. A subsequent buyer of
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1Basﬂ Read shows signs of turnaround
(32

\ " I| . . “&fl
By MaGGIE Rowiey ™ &

Cape Ti):';yﬁ ~— Basil Read, the con-
struction:group; showed:signs of
having'fitried the corfief as it broke
evenin the second hialf of the year to
end December after more than three
years of trading at aloss, "
- The cdmpany, which .reported
an attributable loss of R14,4 million
for the first six months, reaped a net
profit of R340 000 in the second half
to end December, reducing.the loss
| for the full year to just more than
R14 million. This compared with a
loss of R28,3 million for the previ-
ous reporting period of 18 months,

The number of shares in issue
was increased during the reporting
period which also contributed to the
loss a share being reduced to 155¢
from 100,5c¢,

The sale of the underground

e,T’ C é R i@ L%vlsjn&and a management

olicy decision not to chase
turnover but to concentrate on qual-
ity tenders, saw turnover for the

" year down almost 38 percent at

R386,4 million (R621,6 million).

Bad debt write-offs of R5,1 mil-
lion, an interest bill of R2,2 million
and extraordinary items of R7,3 mil-
lion wiped out a small operating
profit of R303000. The extraordi-
nary items related to a R24 million
loss on the sale of unproductive
operations and R5 million incurred
in restructuring,

The balance sheet has strength-
ened, with the group reporting a
positive bank balance of 35,2 mil-
lion (R11,2million) at year-end.
Interest-bearing debt, excluding a
shareholder’s loan of R13 million
which has been converted to long-
term debt, has been reduced to

R4,8 million from R25 million,

Chris Jarvis, the chairman, said
this was expected to result in a sav-
ing in interest.

He said the company had
recently been awarded several
major confracts, most notably the
Richards Bay quay wall extension
and basin excavation. '

The workload in all three divi-
sions, civil engineering, building,
and open-cast mining, was at a sat-
isfactory level, with more than
80 percent of the group’s budgeted
turnover for this year having been
secured,

During the year, Basread's con-
trolling shareholder, Dragasges: et
Travaux Publics, a whblly'"ivned
subsidiary of the Bouygtest groiip,
increased its stake-in the @dmpany
from 51,8 percent’ to 6171 pércent
with a R10 million rescue opération,




MURRAY & ROBERTS %)
SEEKING GROWTH @B
As Shakespea@ggce a?d, g\e readi-

ness is all. But Murray & Roberts (M&R)
— all dressed up for the GDFI (gross do-
mestic fixed investment) party — has dis-
covered, along with others, that there are
few places to go domestically.

The GDFI spend has shifted towards
capital projects under R500m, more for
manufacturing plant equipment and ma-
chinery than construction. The large
construction projects have ended and no
hew ones are on the drawing board ex-
cept for Saldanha Steel, creating a hiatus
in the industry.

With CE Graham Hardy at the helm, the
new-look group — based on five operat-
ing divisions which target specific mar-
kets — is off to seek its fortune overseas.
“Our growth aspirations outrun the op-
portunities for realising them domesti-
cally, so we're giving added impetus to
our growing offshore activities,” says
Hardy. :

He believes a good balance between
imports and expotts is essential for fu-
ture profitability, and adds: “Any interna-

e TTowr s YR tortneey L T
. ¢ = FOCUSED PROFITS ... i
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Sixmonthsto ' Dac31 luh30  bee 3i ‘
01994 {895 1995
Turnover (Rm) A47% 7 4804 - 5171
Cperating income (Rm) Al 2 513 - 507
Atributabls (Rm) “M5 - 83 o7
Eamings (c} ' o A6 .80 s
Dividends (Rm} . o 130 30 145
R IS T

tional opportunities we follow need to be
well within our areas of competence.”

The first contract in a region is often
critical. “We tend to pick up other oppor-
tunities because of our presence there.”
For example, M&R now has an office in
Dubai, and is building its sixth submarine
pipeline in south-east Asia. Malaysia
also offers considerable potential. Now
contributing 17% of turnover, exports are
on track to reach 20% by 1998.

Despite throttling back profit expecta-
tions in January, attributable income of
RI77m for the six months to December
1995 rose 22% on the year-ago half year,
But share dilution resulting from the
takeout of Standard Engineering minori-
ties and capitalisation issues reduced the
EPS advance to 13%.,

Of the operating divisions, the only

one to disappoint was Standard Engi-
neering, with operating profit down 25%
— its main problem was a setback in a
large export contract for train sets which
delayed profit-taking. The strain may
show on the
margin. Though
1994’3 half-year
level of 10%
was maintained
this half-year,
the group is un-
der pressure to
deliver the full-
year target of
8%.

Hardy admits
it will be a great
struggle. He ex-
pects the in-
creasing num-
ber of participants in M&R's core
markets — plus their “depressed state” —
to keep the heat on.

But the group is ready to fight for its
market shares. Acquisitions in the ce-
ment, automotive, engineering and
transport sectors serve to strengthen its
hand in these areas. Capex totailed
R434m, up 42% on a year ago.

Hardy cites the value ratio (value cre-
ated/payroll costs) as a crucial perfor-
mance measure. At the interim 1,4, it
lags the targeted 1,6, which is a matter of
concern.

LABOUR DISPUTES

The engineering division suffered from
labour disruptions — Firestone alone lost
R15m in operating income as a result —
which hamper efforts to become interna-
tionally competitive. -

The balance sheet reflects expansion-
ary activities. Net borrowings increased,
pushing gearing to 27%, and cash bal-
ances have fallen to R174m (R315m).

Working capital rose, driven by Stan-
dard Engineering’s demand for export
funding. But neither is alarming, but
Hardy wants to see these down by year-
end,

Though he considers the domestic
scene unexciting in the short term, he
says: "We are comfortable with our core
competences and there are enough op-
portunities out there for us to prove our-
selves.”

The share price is around R23, down
from its pre-result R25 as the market ad-
justs to lower expectations. On an histor-
ical p:e of 17,6, it's not expensive and is
worth holding. Margaret-Anne Halse

Graham Hardy
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GOVERNMENT’s decision to zero-
cost housing subsidies was wele

- Building costs inflation causes conce

rate VAT on low-
ome, although it

would do little to combat the effects of rising building

costs, expected to increase well ab
year, industry spokesmen said vest

Housing Minister Sankie Mth
this week the decision to Zero-ra
subsidies was aimed at helping

ove inflation this
erday,

embi-Nkondo sajd
te VAT on housing
the poor. It would

(= 32 b g2l
effectively intrease the buying power of the top sub-
sidy of R15 000 by R1 842 — or about 12%.

-Figures from the Stellenbosch-based Bureau for
Economic Research showed inflation in building
costs touched a high of 15,1% in the fourth quarter of
1994 and the first quarter of last year.

The figures showed building cost inflation had
been on a downward trend since then, dropping to
14,8% in the second quarter of last year, to 13% in the
third quarter and to 8% in the final quarter of last
yeaz, - e .

However, there were indications that with the im-
Provement ‘in_economic conditions, building costs
could rise by 4% to 5% above the inflation rate.

I Building Research Strategy Consulting Unit

head Llewellyn I ewis snid a recent assessment of the
uilding industry showed there Wwas a strong percep-
tion that building material Prices were rising faster

thaninflation, -

- Lewis said 19% of elﬂerging cont_raci;ors and 41%

- of established contractors took this view.

“This ig a matter of concern because perceptions
are powerful determinants of behaviour.”
ne source said the decision to zero-rate VAT
would go some way to alleviating the problem of re-
duced buying power of many poor people,~ -
ile not wishing to take away from govern-
ment’s gesture, it is becoming ilgcreasin_gly clear that

.building material suppliers will find it difficult to

longer,” said the source, Suppliers agreed some years
ago tokeepprice increases itrline with inflation.




| Bad debts still haunt |
Basil Read Holdings -
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CONSTRUCTION group Basil:Read: dings, still'}:
_dogged by bad debts totalling R5,11'in its opencast - ‘
'division, turned in a net loss of R14,1m for the year to

December, equivalent to a 15,5¢loss pershare.

The group changed its year-end from June to De-
cember last year, and figures for the review period
were compared with those for the previous 18
months, Turnover dropped from R621,6m to R386,4
in the 18 months to December 1994.

This was due to the sale of the group’s under-.
ground mining division and mana%flment s policy of
concentrating on quality tenders w. ich had resulted
in an underrecovery of overhedds.

The group said it viewed the’ underrecovery of
overheads last year as an investment in its future.

Tts operating loss was limited to R303 000 com-
pared ‘to a R25,2m loss in the previous 18 months,
with interest payments reduced toR2,2m (R4,2m).

The group said it expected to benefit from an an-
ticipated sharp increase in its civil engineering,
building and opencast mining workloads, and had

| alreadysecureda number of major projects.

" Tt civil engineering division had alréady secured
all its budgeted turnover for this year and had man-
aged to turn a R159m loss for the previous 18
months into a R3,7m profit in the review period: .

. It cash position had improved, with its bank bal-
ance stehding at R35,2m in December compaied to
R11,3m the previous year.

The group said it had managed to reduce interest-
' | bearing loans to R4,8m since the year-end and ex-
| pecteda «gubstantial” interest saving for this year.

=
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Optimism

picks up in the

buildin

mt o M)
The construction industry
is positive about a better
year ahead, locally and
internationally, reports
Karen Harverson

n ESPITE a slowdown in the
A building and construction
i industry towards the end
¥ of last year, the industry is
optimistic that activity will
pick up sigmficanﬂv by mid-1996.

“The situation is a lot better now
than two years ago,” says Grinaker
chief executive Bean Bornheimer. e
says the Increase in activity began after
the elections in 1994, but flattened off
in 1995, "However, we are optimistic
that things will pick up in 1996.”

He says the industry is looking for-
ward to the Saldanha Steel Project,
having seen mega projects like Colum-
bus and Alusaf come to an end.

Building Industries Federation
South Africa (Bifsa) executive director
ian Robinson says although momen-

. tum in the building industry slowed

b

i

towards the end of 1995, he predicts a
10 to 12% growth in real terms in
1996, “Turnover wil! increase from
R17,5-billion to more than R19-billion
during the current financial year,”

The main areas to experience
growih will be the industrial sector
(18%), commercial (14%) and hous-
ing albeit off a very low base.

- “Toufism will have a major effect
on the building industry, particularly
in the Western Cape, where some 30
hotels are being bujlt over the next
-two to three years,” says Robinson.
This will boost activity by sore 30 to
"'50% in that region.

(Pther factors influencing the uptuam
in! actmty will be the expected drop in
prime overdraft rate by 196 thlsyear

If growth continues to improve as
expected, says Robinson, the impact
on job creation in the building industry
could result in an additional 600 000
direct jobs and about one million jobs
indirectly by the year 2000, assuming
the Reconstruction and Development
" Programme (RDP) is implemented.

He says the RDP
impact on the industry
has been modest to date,
but there are signs it is
picking up.

However, he warns
that a boom in South
Africa’s construction
economy could be trou-
bie if the construction
economies of neighbour-
ing countries remain
stagnant, “We'll see an
unwelcome migration of people to
South Africa.”

Robinson says a joint venture has
been established between the Minis-
ter of Public Works and the Council
for Construction in South Africa
{Cocosa), which will attend a regional
council meeting in Lusaka in two
months’ time.

- The regional council was set up to
address four key issues: capacity
building in the region as a whole; the
promotion of local and regional con-
struction industries; the implemen-
tation of common standards
throughout the region; and ways to

Aaccess capital for regional initiatives.

“It is vital that we develop a regional
strategy as well as a national strategy
to establish common training pro-

gﬂ,t 3/9 |

lan Robinson

world
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grammes s0 that standards are
upheld and accreditation processes
are the same,” says Robinson.

He says the shortage of work in the
local industry has resulted in a number
of big companies seeking work in
neighbouring countries and interna-
tionally. "However, their need will not
be as great in the future, as there will be
more opportunities locally,” he adds.

Despite the slackening off last year,
all the major companies reported
mproved earnings.

Murray & Roberts reported attrib-
utable eamings of R177-million for
the half year ended December 1995,
an increase of 22%. Group chief exec-
utive Graham Hardy said a response
to the depressed local conditions had
been to go offshore,

“The group is working in Hong Kong,
Dubai and neighbouring sub-Saharan
countries.” International activities con-
tribute 17% to turnover and are
expected to rise to 20% by 1998.

Construction company LTA in-
creased its operating profit for the
year ended December 1995 by 18%
to R75,9-million. Besides its involve-
ment in all major construction pro-
jects in South Africa, chairman
Hilton Davies said it had secured sig-
nificant contracts including the
Mohale and Mountain access roads
in Lesotho, the north/south pipeline
contract in Botswana and the plant
consiruction at the Sadiola Hill gold
mine in Mali,

He said that despite the dearth of
new major construction projects, the
strong growth forecast for 1996 is
expected to ensure another good per-
formance for the company.

onstruction and development:
company Group Five boosted

attributed earnings by 42% to
R10,7-million for the interim period.
However, the company was not

reliant on projects in sub-Saharan:

Africa to impraove its bottom line.
Says executive chairman Theunis
Kotzee: “Although growth is expected

_in those regions, it will be off a low

base and none of the countries we've

investigated has justified the setting-
up of stand-alone busi-

. ness units.” Instead, the
company is looking to
Europe for new market
opportunities.

He believes the lull in
South Africa is short-
term and expects a con-
siderable growth period
to begin and last through
the next decade. “With
local government in place
and money spending

power decentralised, fixed invest-
ment will rapidly increase,”

Kotzee says while miega projects
such as Iscor, Columbus and Alusaf
boosted the industrial market by mil-
lions of rands last year, growth in
office accommodation was stagnant,
“but this will increase when growth in
the economy reaches the anticipated
5to 6%".

He said one of the problems affect-
ing companies involved in the export
of building materials was the issue of
import tariffs. “We're penalised by
countries such as India which impose
a tariff of 50% on goods, but their
manufacturers can export products
into South Africa at a mere 20%."

He says this is putting pressure on
mamafacturing companies, which are

b b A bl A L T S

Expectatlons rise: lan Robinson predicts that ‘turnover will increase from R17,5-hillion to more than
R19-billion during the current financial year’

being pushed out of the industry, with
dire consequences for job creation.

An emerging trend in the industry
is the splitting up of mega projects
into smaller, packaged contracts to
enable previcusly disadvantaged
contractors to compete.

Another trend, says Concor's Leo
Rohrig, is the involvement of the pri-
vate sector in big infrastructural pro-
jects such as tollroads.

Concor announced last week that its
net attributable income for the six
months ended December "1995

increased by 20% to R10,85-million.
Turnover was up 20% to R441-million.

Chairman Brian Murphy said con-
ditions in the construction industry
were likely to remain difficult, but said
a similar percentage increase was
expected for the full year in June 1996.

%
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Masonite profit

increased 33% -

NicolaJenVe@gb B !%

DURBAN — Building and con- }.
struction: group Masonite (Africa)
lifted attributable earnings 33%
to R12,9m for the year to Decem-
ber after.record production and

cost ' management * programmes | !

boosted profits... . -
Share’ earnings came to 189

from 149c a year before, while a

final dividend ‘of 30c lifted total

distribution to 50c(38¢),

" Group chairman'and MD Alan

Wilson said. higher local demand

and -a 41%.growth in exports had

pushed:tuirnover to R192,7m from
R154,6m: . - o U :
..y Exports- contributed 17,6% to
“net salesj withnew markets getup_
1in Africa and-Asia.: - .
v 7/Operating - income’’ improved
+31%. to R27mdue to the record
production and-effective cost man-
agement, “while' taxation rose: by
63%toR8mas the group benefited
‘from a'R1,2m deferred taxation in
;‘the\bbqiiiaﬁable-peﬂodm 1994
;- Wilson said the group’s perfor-
“mance in the second half had not. b
‘taatchied that of the first half,.:. .

- In SA; the growth in RDP-driv-
"en housing schemes-had not ma-
terialised, and-internationally the-

prices. of commodity board had

come under pressure, as aresult of
economic,  slowdown andtiover-

““pected to persist thisyear. - Mo
He said that only 10 000 hous-
ing units had been built in 18
monthsg, althongh at least 350 000
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Construction-slowdown fails
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By JON BEVERLEY

Durban — Durban-based building prod-
ucts manufacturer, Masonite {Africa) pro-
duced good resuilts for the past year despite
a slowdown in building and related activi-
ties in its second half.

Alan Wilson, the chairman, said only
10 000 housing units were built in the past
18 months instead of the 350000 needed
each year.

“Thete are obviously serious delivery
problems. Massive opportunities for the
building industry to capitalise on the huge
benefits such a programme represents have
been lost.”

He said that statistics from the housing
department for the seven months ending
Qctober 31 1994 showed that the value of
the 262 314 project-linked subsidies allocat-
ed was R3,5 billion.

- “Of this only R137 miltion was paid out
. through the provincial housing boards to
1| developers and contractors.

p to last August orify R31 million had
been paid out which meant that most of the
money had flowed during the last two
menths of the period under review (to last
December} and indicated a quickening of
the pace.”

Results showed that Masonite's earn-
ings after tax increased 33 percent to
R12,8 million on the back of a 25 percent
rise"in turnover from R154,6 million to
R192,7 million.

Afinal dividend of 30c will be paid, giv-
ing a total dividend for the year of 50c (38¢).
Capital expenditure during the year
amounted to R12,8 million.

Wilson said the improvement in operat-
ing margin was due to record production,
coupled with effective cost management.
Turnover had grown as a resulf of higher
local demand and increased:exports.

Masonite’s export confracis grew
41 percent last year as new markets in
Africa and Asia were established. These
accounted for 17,5 percent of net sales.
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Restructuring set to push Basil

Read
o S2) b |

CONSTRUCTION group Basil
Read was poised to move back into
the black in the current year, with
substantial restructuring due to
‘pra‘t)y off and the group set to benefit

m expected higher spending on
fixed investment this year, ana-
lysts said yesterday.

The group has produced a net
loss for four consecutive years,
largely as a result of major losses
on low-cost housing investments,
having to complete unprofitable
long-term econtracts, as well as
poor construction performance on
certain contracts.

Net profit dropped from Rém
for the year ended June 1991 to a
loss of R9,6m in 1992, a R36,5m
loss in 1993, a R28,3m loss for the
18 months ended December 1994
— when it changed its year end —
and a R14m loss sustained in De-
cember 1995,

However, analysts said the

hu%a restructuring effort motivat-
y French-based Bouygues —
which currently hé)ldsbﬁ 1,5% of thé‘
group — appeared to be paying o
finally. Recently released figures
showed that Basil Read achieved
a R340 000 net profit for the sec-
ond halfof the 1995 year.

One analyst said the share
price had risen dramatically since
the end of last October — when it
was at 70c — to touch a one-year
high of 190c at the beginning of
January. He said that the sharp
rise in the ¢counter came after it
wag announced the group would
be recapitalised to the tune of
R10m — which saw Bouygues in-
creasing its shareholding to 61,1%
from 51,8%,

The group’s balance sheet was
looking healthier, with the cash
position having improved to
R35,2m at the end of last year
against R11,3m for the previous
comparable period.

Basil Read would also not be re-

group, ‘gack into the black

quired to pay tax until 1998 as a
result of the accumulation of sub-
stantial assessed losses, which
should boost the bottom line.

Another analyst gaid Bagil
Read’s restructuring had placed it
on a far sounder footing, and the
group’s order book looked healthy
after it had managed to secure a
number of large contracts recent-
Iy, mostly in civil engineering.

The analyst said the group was
focusing heavily on Africa where
there were a number of opportu-
nities available. Locally, it should
benefit significantly from in-
creased pross domestic fixed in-
vestment spending, particularly
that linked to the RDP.

The Basil Read group was look-
ing closely at the provision of in-
frastructure surrounding low-cost
housing programmes — such as
hospitals, schools and clinics — al-
though it was steering clear of the
actual provision of low-cost hous-
ing projects.

i
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A total of 13 housing sup-
port centres will be open-
ing around Gauteng at a
cost of about R750 000 to
advise and support com-
munities in planning and
funding new housing de-
velopments.

Gauteng local govern-
ment and housing spokes-
man Manase Sefathle said
the satellite centres would
also assist communities to

start self-help building
projects and supply them
with building materials at
affordable prices.

The projects would
open in Midrand; Mohla-
keng on the West Rand;
Benoni; Kanana and Boipa-
tong in the Vaal area; So-
shanguve, Pretoria; Sowe-
to; Phola Park; Katlehong
and Vosloorus. In Soweto,
three centres serving dif-
ferent sections of the town-
ship would be opened.

Nom e oot
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Power constructionfo build 671 ¢classrooms’|
Power Constfuctionhas wan a R30 million contract for671,classroomis |
in the Eastern Cape,about 40 percent of the 1680 clagsrooms tendéred by 1
the provincial department of public works, They will be built tsing the [

eCoframe high-quality, low-cost system. .~ AR i
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‘Comparisons bode well

b .
for construction segtor
A2

le
- Samantha Sharpe

L.

. A “SIGNIFICANT” increase in

.- housing starts last year compared

« with 1994, and a surge in the val-

;-ue of building plans passed bode
well for vigorous activity in the

~puilding sector this year, the Bu-

i reau for Economic Research says

. in its latest building and construc-

 Hon survey.

. However, the research bureau
warned that building starts bad

. tapered off in the second quarter

- last year, with the growth in

i building plans passed also losing
steam as the year progressed.

- The survey showed the average
number of housing starts rising
7,11% last year against 1994, with
non-residential  buildings up

3~18,9% on the previous year. The

4 yalue of plans passed was about

k 90% higher in real terms last year

b than in 1994, with all survey

dhange form.

While building plans passed
were “nothing more than inten-
tions in a different guise” with a

i statistics reflected in percentage

fairly large percentage never com-
ing to fruition, they were good
news for architects and building
contractors, the bureau said.

Building and subcontractors
had not experienced a particularly
buoyant first quarter, with an in-
adequate supply of financing facil-
ities and high financing costs the
key factors hampering activity.

However, those surveyed were
optimistic about the second quar-
ter, with business confidence
“markedly improved”. The bureau
gaid fewer buildings were com-
pleted 1ast year then in 1994, with
the pumber of non-residential
buildings in particular showing a
4% decline on the previous year.

However, fixed investment in
non-residential buildings tended
to fluctuate from period to period
and “not too much should be read
into the lack of growth”.

More residential buildings
were finished last year than in
1994, with flats and townhouses
doing particularly well. The sur-
vey showed a 12,9% increase n
the bureau ’s building cost index to

ob 174/ab

164,1 points for the first quarter of
this year compared with the year
previously, with higher costs as-
sociated with an uptick in activity.

Together with good conditions
in the property market, “the build-
ing industry should experience
general conditions during 1996
which promise to be livelier than
thosein 1995”, the bureau said.

Robyn Chalmers reports that
the fortune of architects appears
to be improving after a lengthy
downturn, with the survey report-
ing that the employment situation
was beginning to improve with
farther improvement expecied
during the second quarter of this
year. The decline in the number of
projects at sketch plan stage
seemed to have been arrested,
with an upturn in these numbers
expected in the second quarter.

Quantity surveyors also re-
ported that the deterioration in
the employment situation had
been arrested and most of those
interviewed expected to see fur-
ther increases in employment in
the second quarter.
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.THE:building. industry has halved its
growth: estimatos'for this Year in the
wake of the rand’s collagse and the one
-pércentage point hike in interest rates,
. with some developers' warning they

could be forced re-evaluate projects. .
- Birlding Industrieg” Federation of
executive director Jan . Robinson
said yesterday the industry was now
expecting a 5% growth rate after initial

estimates of 10%. B )

f‘.‘Fonthg past three years we have
been subjected tg high interest rates,
This, togethér with .an. unfavourable

éxchange rate-and the increaged petrol |

price, ‘will- definitely have-g negative
effect on growth in the indug ”

“" . Robinson sajd Cosatr’'s hardline op-
Position to the Anclusion of Property
-and lockéut clauses in the constitution

- makesme feela lot less optimistic”.
“+Job ereation was also‘hiot expected
to, grow beyond 5% in
‘which had aimed to create more than

500000 new jobs by the year 2 000,
: : ; ect

growth in low cost; housing to be affect-
ed as the R4,6bn in the housing budget
was being spent at an increasing rate,
But & slawcﬁ)wn could be expected in
the bondable housing market, with
high earners being hardest hit by mort.-

‘spondin

try halves |
ates for vear

SA’s interest rates were too high
and would dampen investment in the
construction industry, he said, “Prop-
erty investors tend to rethi the vi-
ability of a project when faced with an
unexpected rise in interest rateg *

atilam operties Investments
GM Alan Le Roux said the group had
not made plans to shelve projects, but
long-term interest rates were Putting
yields under pregsure and getting pro-
Jects off the ground wag proving more
difficult,

Group 5 executive chairman Then-
nis Kotzee, said the market was re-

0g to SA’s changing “economic
dameiitals” and the industry was
reviewingits forecasts for the year.

SA had one of the highe_st company

went’s policy of allowing “dumping” in
the country, was depressing job cre-
ation in the construction industry.

markeis are discounting our future as
they had with thoge countries,” he said.
Investors were adopting a “wait and
see” attitude and this would be reflect-
ed in fixed investment patterns =
IS
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Tevises growt #Jf"i cast

sWbpiles
1,8 percent N

By Audrey d'Ar, elo Increaeqd 3

l o . . Kobinson oy N increase of
Cape Town - ’Rising' COsts and between 15 fo 14 percent. was
interest fates” combinag with 4. eXpected thig Year, .

P

€en dashed, sajg Ian Robinson, the "These are likely to escalate
eXeCutive direcgop of the Buﬂding R1570 ang this wifj probably help
dustries Federation of South fo push up the inflaion Tate eyen

i ther -
He sajg growth of 5 percent yag + ”Risfng inflation ang escalating
€ Most that could pe expected, labour gogts 80 hand i hand,
“For the Past three years, we  Laboyr accounts o, between
have peen, Subjected high inferest + 30 percent and 40 perceny of build-

' Iates, " in

“This, fogether iy, 2 He forecagt a fall in consumey
unfavourahie exchange rate and the - . demand o, Services ang 8oods a5
Incregseq Petrol pricg, iy definjte- e 1 percent hong increase i inge
y have 5 Negative effect o, Browth consumers’ pya,, Packets,
in the in “ he sajq, “Thirty percent of a househol s

Robinson Pointed oy that the budget i Spent on Mortgage pay.
cost of 'Mporting plan; and machp. ments and Ay rise legseng the
€1y was likely ¢, Tige a3 the rang gy amount of disposable income,

Stocks in hand, but N Conge- ”Increased interegt rates algg
quences would e felt ina couple of dampen economic grow, 1, terms
months’ time when the“qew Prices  of investment i, the Constructiop

start to comg through, . industry,

Lo s el N - N

i OWever, it is chfﬁcult to est- Property Investorg tend o
| mate the éxté}nt‘qf:these Increases 5 “rethink ‘the viability of , Project
i | Present” Robinspi g id:; |, ‘when faced r‘}v‘x‘thanunexpecredrise

Verage f,bqjl\q'ﬁ'xj' & ! costs 'Ainmterestifates.”
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'lthe collapse of ‘the rand
'.Tgnd the soaring petrol -

-ithpaet on the construction
-industry this ‘year, writés
: ,-DON ROBERTSON '

| director of the Building In-

| dashed and the most that
|. can be ‘expected ‘is, an im- |
‘provement of about 5%.

- rates and'- this, ' together
_growth in the industry,”
‘ed to soar to 12-14% this

-year' from. about R1400°a

| :mflatmn Tate as it will also’

Jnterest . rates,

rice ‘will Jhave ‘a ‘strong

Ian Robinson, executive

dustries Federation of
South Africa, says hopes of
10% growth have been

“For the. past three
years, we have been sub-
Jected - fo “high'- interest

with the unfavourable:ex-
change raté and increased
petrol price will definitely
have a negative impact on

says Mr Robinson. ‘
“Last 'year,. . 'avera e,

building costs  rose %{

11,3%, but they are expec

square -metre to R1 570 a
square metre,
“This'could’ mﬂuence the,.

have an impact on labour
costs, says Mr Robinson.

4




Robyn Chalmers

CONSTRUCTION and
engineering group Ce-
mentation Company
{Africa) hoisted share
earnings before excep-
tional items 69% to 40,7¢c
for the six months to
March. An interim divi-
dend of 12,5¢ (7,5¢) a
share was declared.

Turnover during the
review period rose 356%
to R257,5m, while net
operating income grew
47% 1o R7,8m.

After the inclusion of
exceptional items and a

Ceépen}a
higher taxfh%l, ga in-
come after tax and inter-
est fell 30% to R3,9m.

Share earnings were
40,7c (62,4¢) after excep-
tional items of R3,6m in
the previous comparable
six-month period were
taken into account.

The directors said re-
sults for the first half
last year had been re-
stated to comply with re-
vised accounting princi-
ples, with former ex-
traordinary items being

AT Vo LB bl A Bl oY I 1 b o

sign ifs g

ion”
alitems.

They said the order
book was holding up weil
in most sectors of the
business, although mar-
ging remained under
pressure, In three of the
engineering  business
units, however, there
had been work shortages
which led to periodic
short-time workings.

Capital expenditure
increased during the re-
view period and this had

They said the group
was continuing to devel-
op its export business,
and prospects for the sec-
ond half remained good.
Management expected
results to at least equal
those produced in the
first half.

However, a worrying
factor was the state of re-
lations at national level
between employees.and
employers which could
lead toindustrial action.
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Govt plan to aid ccn)ntreicto;'s

gets a luke };Yelcome ’%

Lukanyo Mnyanda
THE construction industry has

~ cautiously welcomed govern-

+ struction

ment’s new interim procurement
strategies aimed at drawing
emerging contractors into the con-
industry. Business

" spokesmen called for the meas-

P

+

R

ures to be implemented in an open
and tran:{)arent manner.
They aiso warned that the new

- policies — which would involve

government paying a premium of

. up to 18% on prime contracts to

favour companies supporting its
RDP goals — could increase costs
and prove hard to implement.

“We support the initiative to
bring in emerging contractors,”
said LTA chairman Hilton Davies.
Theoretically, he said, it would
help speed up delivery, but he
stressed that the new procedures
would also need to be handled

- with care,

w52 The pilot roster system, which
R TS .

i‘lad»m roduced a points system for

tenders with companies judged on

their commitment to addressing

darim

32 ) pp I5)5
pig.imb ances, had been intro-
duced a few months earlier and
LTAhad been involved in training
emerging contractors.

“The five major construction
companies have been working
with the public works department
to develop mechanisms to bring in
black contractors.”

However, Davies warned that
the implementation would be com-
plicated, and that the decision to
waive the need for security on con-
tracts of less than R100 000 — o
facilitate the entry of emerging
contractors into the construction
industry — could be open to abuse.

Murray and Roberts Construc-
tion MD Arthur Coy also wel-
comed the development, although
he expressed concern at govern-
ment’s capacity to implement and
manage the new meagures,

Coy said it was hard for
“emerging contractors” to get into
the market and he fully supported
Ineasures to facilitate their entry.
“But this must be done in a fair
and transparent manner.”

The decision to waive securities

on some contracts could be risky
but the R100 000 limit would en-
sure that this happened only at
the lower end of the market,

Coy said the new system could
help speed up delivery but he feit
their greatest significance lay in
their potential to create new busi-
nesses for the future. This in turn
would create employment and
promote economic growth.

Asgociation of SA Quantity
Surveyors president Koos Klopper
also welcomed the new systems
aimed at providing improved op-
portunities for black contractors
and professionals previously ex-
cluded from government worlk,

“However, it is clear that the
development of the 10-point l}))lan
for emerging contractors has been
one of the factors holding up the
allocation of housing contracts.”

Klopper called on government
to make use of the skills on offer
from among professionals in the
industry, saying they were a re-
liable ‘resource —: Yegpecially in
view of the flight of skills at man-
agement level in government”.
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Construction could boost stainless-st
(BR)IS

ot

INDUSTRIAL EDITOR

Johannesburg -— The local con-
struction and building industry
could use as much as 5000 tons
of stainless steel a year by next
year, Phil Warne, the matket
development manager of the
Southern Africa Stainless Steel
Development said yesterday.

.. This ,was due largely to
prison; airport and hotel devel-
epments, he said.

“The building and construc-
tion sector is the fastest growing
sectoryin stainless steel and is
largely,, untapped in South
Africa. This country can take a
lesson f5om Japan, where 25 per-
cent of |pcally fabricated produc-
tion ofistainless steel is used in
buyjlding, and construction,”
Wapne.said,

5:Only ,1percent of South

Africa’s total stainless steel

produetion is used in the build-

ing trade.
Warne said the government’s
Jbudget, of R1,3 billion to refur-

ish prisons, could provide scope

bish South- Africa’s airporis and;
R1/1 billion to build and refurb: .

e
use of &l 'ss?‘tte'el.

‘Maintenance-free  stainless
steel applications like basins
could realise savings for the pub-
lic sector, said Warne.

In addition to lifts, carousels
and cafeterias, Warne said stain-
less steel could be used in the
‘interior design of South Africa’s
airports.

The increase in hotel devel-
opments was expected to lead to
strong demand for steel. Cape
Town was considering building
about 30 hotels during the next
three years to meet fourism
demand. Major hotel groups
such as the Hyatt, Sheraton and
Hilton have an international for-
mat for the use of stainless steel.

However, the hotel boom is
dependent on the proliferation of
casinos, whose interiors alone
could constitute a demand bage.
Warne said provincial govern-
ments have to award gambling
rights before new hotels, shop-
ping malls and leisure centres
grow around them. “The draw-
card is the casino,” he said.

for

., ;The @ssociation also viewed
the.Olympic building progran- .

me and the RDP as possible

.k KMl )

€1

(22 (8%
sho s for impleten

architectural stainless steel.

The association represents
260 small and medium stainless
steel manufacturers. They are
trying to convince architects and
designers, formerly deterred by
the higher cost of stainless steel,
to follow the example of the Far

. Bast and use the locally pro-

duced material alongside’ glass
and aluminium,

It is also encouraging joint
ventures with overseas compa-
nies that are expert in these
installations It aims to supply the
construction industry with a
shopping list of stainless steel
components, such as wall ties,
cladding, roof sections, facades
and handrails and advise
architects of their availability in
South Africa. A

Some manufacturers in the
Fast East are selling as much as
50000 tons of stainless steel a
year to the building and con-
struction sector. South,Africa,
however, has few stainless steel
buildings. Local examples are
the -Iscor headquarters in
Pretoria;and the, $tandard Bank
building in Sandton.-* s ¢
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+ Durban — Construction workers
-in townships around Durban
. are fleeing their sites because
of attacks, murders, hijackings
.and theft.

They say “only the very
brave or the very stupid” would
work under these conditions.
Those who remain are working
under SAPS and private securi-
ty guard - and need armed

ST

T

kers f

escorts to and from work.

fe

"

. gon Consiruction and LA

ee'violence in townships

‘Avess such as KwaMakutha,

KivaMashu, Kwandabeka and
Umlazi have been hardest hit.
Development is coming to &
pear standstill. In the past two
months, several consiruction
companies have left. It is esti-
. mated this has left at least 60
“workers per site unemployed.
Lenny Anderson

1

TR b -‘- T

Estates said*he had walked off
an Umlazi school site afier
being robbed of more than
R10000 in cash at gunpoint
1ast week “The money and the
work is there, but we need
political backing from the top
because there are just far too
many problems,” he said. -

-
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CHARLENE CLAYTORN
Property Reporter

THE value of building contracts in the
Peninsula is down by 26 percent, figures for
the first quarter of 1996 show, putting a
damper on expectations that the Jocal indus-
try was showing signs of emerging from its
seven-year recession.

According to Mike Loy, director of the
Master Builders and Allied Trades Associ-
ation in the Peninsula, which monitors all
major commercial, industrial and govern-
ment work that goes out to tender in the
area, tendered contracts in the first quarter
were R75,6 million against the R95,5 million
of the first quarter of last year.

Furthermore, Mr Loy said tender work
issued for the whole of 1995 at R450,9 million
was much the same as the amount tendered
for 1993 — R426,5 million if inflation was
taken into accoutit.

«“The much publicised resurgence of
work in the industry is still not the reality
that many people believe it to be,” he said.

“Although current local indicators are
still promising and although areas further to
the north have enjoyed increased activity for
some two years now, it is still too early to
talk about an upswing here in the Cape
Peninsula,” he said.

Reports of major projects in and around
the city which were now “almost a weekly
occurrence”. If they did go ahead, it would

in Cape slides

despite opt

imism
take at least a year or llonler tl)?(!{: started,
said Mr Loy C

Meanwhile current difficulties were still
leading to liquidations among contractors
and sub-contractors,

o reputable firms have gone down
recently and there could be further casual-
ties before better times return,” he said.

The demise of a major contractor also
often means the downfall of certain sup-
pliers and smaller sub-contractors.

“1t is now accepted in the industry that
the high hopes held out for massive RDP.
type work are unlikely to be fulfilled”
because “the RDP has failed to deliver”.

Mr Loy said the industry was now pin-
ning its hopes on the programumes outlined
by the new Minister of Housing.

In general, those in government circles
still seemed too often to become caught up in
consultative paralysis and endless discus- -
sions rather than taking firm steps to imple-
ment and then, if necessary, amend the
programme to suit changing circumstances.

He urged that building on all viable pro-
jects should start within the next six
months. If this did not happen, there was a
risk that, within a year’s time, the feasibil-
ity of such projects could be seriously
endangered.

Mr Loy said if the majority of com-
mentators*on the économy were correct,
the building industry could see overall price
increases of 20 percent by May next year.




Bu1ld1ngs ector feels
the S)inch of rates hike
(32) @) =>z|sjab

By John Soderlund

Johannesburg — The stock exchange’s
building and construction sector has been
partially demolished by the recent correc-

tion on the market as interest rates rise and

fixed investment slows, analysts said.

They said that the effect on the industry
and the economy as a whole would be dev-
astating if activity did not pick up later this
year.

The segtor’s index had fallen 31 percent
to 6853 sirice its peak of 9964 in late
Tanuary, cofnpared with a fall of 11,5 per-
cent in the industrial index.

The sell:off was sparked by an increas-
ingly obvigus slowdown in fixed invest-
ment spending and the evaporation of
expectations that the economy might

' remgairi.ofi the boil this year, they said.
“Iit's. pricipally a civil engiiieering
story.“The} Tare undef exireme. pressure,
probably the worst they have been for a

long time, and it's hurting all the contrac-
tors across the board,” said an analyst

Two of the casualties are Murray and
Roberts Holdings whose shares have fallen
45 percent to R15,75, and Group Five,
whose stock has lost 45 percent to R7, since
their peaks in late January. '

But the building supply companies had
borne much of the pain because even
smaller-scale residential activity slowed.

Everite has fallen 52 percent to R4,65
and Pretoria Portland Cement has fallen
32 percent to R73.

This month’s two one-point hikes in
bank lending and mortgage rates would
compound the scarcity of work in the
industry, analysts said,

They said another rate hike would slow
down the residential sector. Johan Snyman,
an analyst at Barings Securities, said the
outlook for the remainder of the year was
bleak but there might be a marginal upturn
from the third quarter. — Reuter
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Builders’ confidence
suffers s)enous setback
. (=2 T

‘Robyn Cha eers,D %11 5')‘75

THE level of confidence for emerging and formal con-
tractors received a serious setback during the first
gquarter of this year, with 5% growth expected in‘the
second quarter against the previously expected 10%,
‘d countrywide survey says. !
/1 XThe ‘quarterly BMI building research strategy
dnit survey said the confidence level in the building
industry dropped during the first quarter of this year
to'thie lowest level since the final quarter of 1993. 1
+The survey said-the decline in confidence inithe
burilding industry was largely a mirror of the genéral
decline in business confidence. The inability of i)v—
erhment, labour and business to reach a social acdord
on:growth 'strategies and privatisation for SA had
contributed to the decrease in confidence. t
+On the building industry front, the survey shid,
theésnost negative effect had been the result of redent
incteases in bond rate.and their expected impact-on
building activity in the medium tolonger term. >
WBMI director Llewellyn Lewis said yesterday that
the'established sector saw the major growth overithe
next 12 months taking place in the market for houses
costing less'than R65 000 as well as townhouse,[du-

pléxiand cluster developments.

The emerging sector agreed about the prioritt for
housing costing less than R65 000, but believedsthe
secorid best opportunity was in the market for hogses
costing between R65 000 and R150 000. 3

The established sector noted two problem arbas:
the'availability of bank financing for low-cost héus-
‘ ingﬁg.qd the, availability of capital subsidies for this
| segment ofthe market. ?

- Téwis said the emerging sector said ca ital sub-

sidies ‘were “very, unavailable”, while bank finence
for Iow-cost housing and other housing was “fairly
unavailable”. There were also concerns about tthe
“availability oflandfor low-costhousing. .. .
|-~ *Tho emerging and established sectors have a'teal
problem with criminal violence, civil digobedience,
squatting and land invasion, bond and services boy-
cotts, strikes and political violence.” )




Prospects for building

mdustry growth

Robyn Chalmers and
Lukanyo Mnyanda

THE building mdustry’s
growth expectations
over the next two years
- have been dramatma]ly
scaled down as a resuit of
volatility on the forgign
exchange market jand
the recent interest rate
hikes, the Building| In-
dustries Federatior. of
SA (Bifsa)says. ‘

The, organisation last
week estimated gl?owth
this year at about 5%
againet initial estimates
of10%. .

Bifsa executive dlrec-
tor Ian Robingon said at
the weekend building
projects were unlikiely to
be stopped ' this + year,
which:meant the.ciirrent
momentum shouldl. con-
tinue wuntil. at lea'st the
| end of the year. Howev~

er, new buildin) l’OJe s
would be affected next
year and litfle growth
was expected then. In-
dustry growth could
amount to 9% in 1998
and about 7%in 1999,

Robinson said a de-
cline in private building
activity was likely over
the next two years, un-
less  interest rates
dropped by three or four
percentage points.

“In contrast, public
sector work should rise.
Investment in. housing
especially is labour in-
tengive and hag little im-
port content. This sector
will therefore benefit
from keen tender prices
and the free avaﬂab1hty
of materials.”

There were factors
which could counteract
the,. expected lower
growth mcludmga the
reintegration of SA into
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the mainstream interna-
.tional economy,  which

: »|.could lead to an inflow of

. foreign.capital.- . . .
Signg that, the ‘RDP
wWas begmmng to take off

N 3 o ! .
Property de\relopers
and construction compa-,

yéar, with Group Five,
warning that non-resi-

drop by as'much as-10%.
s Bifsa has predicted a

érty industry compared

year’s .

Er?e developments
‘totalled. - R8;3bn, -

with the private.sector

accountmg for R6, 3bn

.. Group Five executwe

chalrman Theunis - Kot-

~zee‘ said the rate hikes -

1

J. would only start having

..a serious effect on con-.
struction companies’

| profits in the next finan-

.cial yéar as it was too ex-

.cancel, contracts .. once

; ,‘they;were comm.ltted
- v, Residential Jbuilding .

would- feel . the eﬁ‘ects
 first and consumers

| would find their monthly

, should also have a pos- -
1*itive effect. :

nies agreed that activity .
would " slow down | this..
‘|"and Murray & Roberts-,
‘déntial building .. could ..
growth rate of only 2% in -
" the non-residential prop- [

. “tg“ ast-year. It said last |-
non-reeldentlal k|

-pensive for rclients to |

1nterest paﬂgents pain-
N ]

,)i’b A3

fasief

he said.

A Murray & Roberts
spokesman said the com-
pany was “a little disap-

.pointed” with this year's

growth prospects. High
bond rates made con-
struction difficult and he
expected industry activ-
ity to drop about10%.

0Old Mutual Proper-
ties head Tan Watt said it
would proceed with de-
velopments only in cases
where it had managed to
securetenants.

Sage Property Hold-
ings executive director
Simon Mills said it had
nof shelved any projects,
but was adopting a can-
tious approach.

Anglo American’ Ero—
perties MD Gerald Leis-
sner said the group was
working on a number, of
projects, worth about
R120m and was trying to
raise finance.




(Bulldmg margins

Lukanye Mnyanda

BUILDING mdustry profit max-
gins .improved last year for the
first time in five years, despite de-
clining activity, the Building In-
dustry Federation of SA (Bifsa)
said yesterday.

In its .1995 statistical year
book, Bifsa said tender prices had
risen 13% during the year, while
material costs had risen roughly

4%-6%, Executive director Ian
Robingon said the higher tender

| prices suggested the industry had

finally emerged from the recession
of the previous five years when
contractors were pricing at cost.

The townhouse market record-
ed the largest growth in the res-
idential sector. Robinson attrib{it-
ed this to the greater security as-
sociated with townhouses.

‘He said the bondable low-cost
housing market - still hard hit by
bqnd boycotts, an inability to ac-
cess finance and a lack of RDP de-
livery — was almost non-existent
last:year..

“The report showed only 9 976
houses valued at R481m were
built last year, compared with
10326 houses in 1994.

. But privaté sector residential
bulldmg plans passed jumped to
16018 . 9(13 969), valued at
R798; 3m1(R587 9m), and housing
startsr or,, dwelhngs jumped fo
26 10§ (23 §72), worth R3.6bn
from aprewous R2 99bhn.

Robinson sdid the industry had
been encouraged by the increase
in the number of subsidies ap-
proved this year, indicating that

Te glste)r an %)tum

10% and labour costs an average -
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there was an increase in the rate
of spending at the lower end of the
market.

The report said the upward
frend in mﬂ.lnes sustained by in-

dustry workers had continued de-
spite a slight fall in fatalities. “It
still has an extremely poor record

'in the equipping of its most valu-

able resource,” Bifsa said.

Robinson said Bifsa was still

confident of industry growth dur-
ing the next few years with the
1998/99 levels expected to be be-
tween 8% and 10%.
. The Cabinet’s approval of Cape.
Town’s Olympic bniJ was positive
news for the construction indus-
try. But recent economic events
had forced Bifsa to halve its 1996
growth estimate to 5%.

The report blamed former fi-
nance minister Chris Lieben- |
burg’s “sudden” resignation, the
uncertalnty of exchange control
policy, “the arrogant militancy of
the trade unions” and the lack of
foreign investor confidence for the
-rand’s weakness and high interest
rates.
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* Building boom expex

By Marc Hasenfuss

CAPE EDITCR

Cape Town — The building indus-
try has enjoyed an upbeat start to
the year, but there are indications
that activity could level off by early
next year.

"The Central Statistical Service
released figures yesterday that
showed the value of buildings com-
pleted in South Africa during the
first four months of this year
jumped by more than 20 percent to
above R3 billion. :

The largest increases were in
Gauteng, where the value of work
increased 38 percent, or R370,5 mil-
lion, compared with the same peri-
od last year. Sizeable increases
were recorded for townhouse
development (up R163,5 million)
and non-residential buildings
{R163 million higher).
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The figures showed that the
largest increases in townhouse
developments were in Roodepoort,
Sandfon and Pretoria.

Standard Bank’s complex in
Johannesburg boosted the value of
non-residential buildings. *

A building industry source
attributed the marked increase in

ted to tap
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the meeting of pent-up demand for
building work in the mid-1990s.
But there were indications that
construction work would cool off
by next year. The value of building
plans passed in the first four
months to April30 had only

_ increased 1 percent to R5,6 billion.

The source said the slender
increase in building plans passed
did not indicate an economic slow-
down, but a smoothing in the
demand curve for building work.

The figures showed that the
value of building plans for non-
residential buildings increased by
R57 million and by the same
amount for additions and alter-
ations. The value of plans passed
for residential buildings dropped
by R57 million.

U See Business Watch, Page 16




BUSINESS REPORT, WEDNESDAY JUNE 191996 21

o ]

Building industry w

By Audrey d'Angelo

Cape Town — The government’s
new macra-economic strategy has
been receved favourably by the
building industry.

Jan Robinson, the executive
director of the Building Industries
Federation of SA (Bifsa), said the
plan had the potential to create
thousands of jobs, bring down
interest rates and provide more
funds for training.

The building industry, because
it was labour ntensive, offered “the
best opportunity for job creation”.

“The government's plan will go
a fong way ko stimulate activity in
building and hopefully we can get

back on a path of sustainable
growth as a result,” said Robinson.

“However, it is important that
business and the trade unions give
the plan their unqualified support.”

The plan “envisages the cre-
ation of thousands of jobs in sanita-
tion, roads, railways, airports, har-
bours ... urban housing infrastruc-
ture and rural development”.

But, he said, the building indus-
try was sensitive fo interest rates. If
borrowing by the state, as envis-
aged in the strategy, was reduced
the upward pressure on interest
rates in the financial markets
would subside.

“Tnterest rates are above 20 per-
cent a year and should they decline

elcomes

32
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to 15 percent or 16 percent tie WM# areleollected.

building industry could record
some robust growth.”

Robinson said training was
high on the list of

“At present, too much is slip-
ping through the net. We favour
other means of imposing the levy,

such as a tax on

Bifsa's priorities. In the  § /Gprafe gy has building materials.”

short term, R200 mil-

lion a year was needed the muoﬁm::.n;

to train unskilied work-

ers. “The new macro- to create
economic strategy ﬁr ousan lm

should benefit the

building industry in of _.0me

that more money
should be available for
much-needed training.

“1t is noteworthy that attention
has been given to improving the
methods by which levy funds for

The South
African Association
of Quantity Survey-
ors also welcomed
the strategy, saving it
would create more
than a million jobs.

Plans to carry the
strategy  forward
should be developed rapidly so
that major employment opportuni-
ties in fields such as tourism could
be created.

—
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Murray & Rober! hare price falls
' y rtﬂ"jnjgrd saighhtindustrialunrest,

3 b 2
g - lower activity in the group’a core indus-
Y & Roberts Holdings was ex- tries and rain in the first quarter of the
pected to ‘make provision of more than yearwould adversely affect results.
R125m for the dispute over the R500m He said a general decline in gross
Taiwanese train contract, almost 2 domestic fixed investment gpending in
guarter of its attributable earnings of some sectors had led to increased com-
R408m for the year to June last year, petition which had squeezed M&R's
analysts said yesterday. . marging. Turnover, which totalled
o construction and ‘engineering R9,3bnlast ear,wauldbe}ﬁgher.
oup's,share price fell 2 3% to close at Bird sai management was jn the
R17,1Q,ygsterday after its announce- process of a total strategic reposition-
ment that total ghare earnings Were ing of M&R 1o meet the needs of its
Tikely to fall 15% to 107c (126¢) for the market in the new SA and also. to com-
year ended June. : pete More effectively in the interna-
Attribiitable earnings were expect- tional marketplace. |
ed to fall10% to about K367m (RA08m) This meant that M&R would be as-
for the iyear, but an inerease in the gessing & number of smaller business
number pf ghares inissue could lead to which did not necessarily fit into its
the 15% dropin share earnings. core focus, and further gales could be
Analysts said the announeement:, apnqu;lced;this year.The group
had been expected and that the poorer aold its minority thareholding in Gyp-
resultshad Jargely been digcounted. gumn Industries, which would result in
Murray & Roberts finemce director gross disposalproceeds of R185m.

. Robyn Chalmer
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Construction standards

needs ‘urgent’ solution:

quyn Chalmers

STRUCTURAL defects and shoddy
workmanship on houses remained a se-
rious problem and the National Home
Builders Registration Council was being
swamped with consumer complaints,
mostly from the low-cost housing cate-
gory, the council’s MD, Peter Allsopp,
said yesterday. ]

He told a council-organiged confer-
ence yesterday the problem had to be
dealt withurgently. ,

‘“The calls we are 'getting relate to
houses which fall outside the estimated
49 000 repossessed properties and non-
Eerforming loans currently held by

anks in the low-cost housing market,

“This is over and above the bond boy-
cotts,” he said,

Aflsopp said that while defects were a
problem, this should diminish as more
contractors registered with the council.

Once registered, contractors were
obliged to stand by a five-year warranty
for .new home owners and to build to
technical standaxds.

.More than 2 000 applications to enrol
with the council had been received to
date, with 1 569 approved of which about
65% came from emerging contractors. \

Housing Consumer Protection Trust
director Brian Leveson said the major
areas of consumer abuse were through
lost deposits, defective workmanship
and incomplete construction.

The council was an important step
forward for consumer protection. How-

sl 56

ever, there were concerns that the five-
year warranty provided for the construc-
tion of bank-finance houses, and a large
ion of houses, particularly in the
ower end of the housing market, fell out-
side this category.

Council ‘of SA Banks housing
spokesman Lance Edmunds said the es-
timated 49 000 borrowers who were in
default with their loans could largely be
attributed to affordability problems.

“But there is no doubt that some of the
non-payment is as a result of consumers
being unhappy with the construction of
their homes and are therefore unwilling
topay for them.”

dmunds said that banks had held
lengthy discussions with the SA Nation-
al Civic Organisation in the run-up to
the 1994 record of understanding signed
between banks and government to boost
lending in low-income areas.

Sanco had indicated the quality of
products delivered by some developers
was amajor grievance, he gaid.

Sanco launched a mass action cam-
paign recently calling for scheduled evie-
tions to be stopped and the record of un-
derstanding to be suspended, claiming it
had not been consulted or invelved in
discussions, v ‘

Sanco met with Housing Minister
Sankie Mthembi-Mahanyele this week.

It was agreed at this meeting that a
joint techmical task team would be con-
vened to look into the record and greater
co-operation between the two would be
pursued.
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Unbundling could lead

to leaner. meaner

22
John Spira examines @T ‘ é

ME&R, a likely candidate for
unbundling, and shows how
the process could provide
extra valye for shareholders

I'I‘ﬂ\e major unbundling exer-
cises thus far concluded have
all been unqualified success-
es, with shareholders better off in
their wake following the release of
value previously locked up in the
balance sheet.

Accordingly, in a stock market
environment where gains have
been hard to come by this year, it
makes sense to ferret out the next

unlocked. They are companies
which fail to gel with the specialist
engineering strengths which are so

characteristic of M&R.
Standard Engineering and
Consanj Engineering, formerly JSE-

listed companies, should yield a
handsome profit on disposal, while
Unitrans, although successful, is a
diversification remote from M&R's
core activities.

Looked at in this Tight, M&R's
true net worth is probably way in
excess of the share price, whereas .
the published net worth is only
50 percent thereof.

Mé&R’s diversification strategy
over the last two decades was to
shareholders’ advantage, smooth-
ing out as it did the volatile nature
of the construction industry. But
things have since changed, as Mé&R
itself has acknowledged by revers-
ing part of the process and focusing
on infrastructural activities.

With the world having shrunk
dramatically, fluctuations in the
domestic gross fixed investment
cycle can be offset by international-
isation. M&R is therefore increas-
ingly turning its attention to ven-

-

likely unbundling candidate, since
the successes of the past would no
doubt induce the market to sum-
marily discount the benefits.

Murray & Roberts has already
set the ball in motion by selling off
its minority stake in Gypsum
Industries and taking a step back
from its Blue Circle Cement sub-
sidiary by agreeing to a merger
with Alpha,

Full details of the Alpha-Blue
Circle deal have yet to materialise,
but early indications are that M&R
will be a junior pariner in the
merged  operation,  thereby
releasing management's energy for
application elsewhere in the group.

In Mé&R's case the unbundling
process, should it continue, will not
only unlock tangible value, but also
help facus the group’s considerable
experience and specialised exper-
tise upon major core businesses —
contracting, materfals and engi-
neering — instead of dissipating
those - skills and that energy
unproductively.

Lionel Bird, the financial direc-
tor, has gone on record that M&R is
in the process of a total strategic
repositoning.  This  implies
assessing a number of smaller
business units which do net
necessarily dovetail with the

. group’s focus. Further sales (in

addition to Gypsum) could be
announced this year.»y s i

Bird was not, understandably,
specific. But perusal of M&R's 400-
plus subsidiaries pinpoints many
potential candidates, businesses
which stand in the books at remark-
ably low valuations but which
could be disposed of for handsome
sums of money.

Mé&R has been expanding its
alloy-wheels activities, but this
does not mean it should not sell off
its tyre interests, which are identifi-
ably different in nature.

Were M&R to sell Firestone,
Natyre, Quality Tyres, Supa Quick,
Trichamp and Performance Tyres,

- considerable value would be

¢ '
RN . s 4t

RESTRUCTURING Lionel Bird, the financial director of M&ER
PHOTO JOHN WOODROOR

tures abroad. In doing so, it dare
not retain businesses which sap its
strength. Unbundling could chan-
nel the group’s not inconsiderable
human resources into a global engi-
neering force,

In this context, the pointed
question is being asked: Was it an
absence of necessary focus that
forced Mé&R into providing for
more than R125 million, in the dis-
pute over the R500 million
Taiwanese contract?

The setback certainly offers
food for thought, especially since
the provision will trim earnings for
the year to June 30 by some 15 per-
cent. This could, however, prove to
be a blessing in disguise, primarily
because it has depressed the share
price to a level nearly 40 percent
below its peak in January this year.

The indicated price-earnings
multiple is 16,4. What price an
unbundled, focused M&R?A
guesstimate suggests a mutliple of
20-plus, though the final arbiter
will be the pace at which
unbundling proceeds and the sub-
sidiaries which M&R ultimately
decides to unbundle.
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M&R Colas ¢ roug consolidates
e EANR LT

MURRAY & Roberts’ road surfacing
group Colas Southern Africa has consoli-

ated its marketing and operationsl com-
panies under one trade name, in order to
provide a “one-stop” range of products
and services,

This. had been done to prepare the
coml({)sany for the resurgence in SA road-
works expected in coming years, Colas
chairman Dave Orton said yesterday.

Subsidiaries Petrocol, Protea Asphalt,
Much Asphalt and Premier Road Surfac.
ing would trade under the Colas name
after the restructuring.

Orton said the urgent necessity for
road maintenance and repairs in SA was
receiving sympathetic attention within
government, which should tranglate into
increaisedﬁmdmgfortheihdush'y. ‘

“It-is most encouraging to note that
the need for adequate roads is gaining

political recogdition as be g fundamen-
al e development of the economy,

both nationally and in the developing

communities in our country,” Orton said.

The road surfacing industry had been
in decline for several years, leading to.a
loss of skills in both private and public
sectors, Orton said,

“Innovative solutions, financing alter-
natives and cost-effective products are all
dictating a different approach. Colas has
recognigsed this in its consolidation.of re-
sources and will now reflect the ‘one-stop’
suite of products and gervices that w&
meet the emerging challenges,” he said.

Colas CEO Paul Orton said that the
company was moving away from the
product-based operations of its sub-
sidiaries. Instead it intended to introduce
market-based regional businesses to pro-
vide a total package of products, services
and advice to customers under a common
Colas banner.,
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The companies have each been in
business for about 50 years. Buildmax
chairman and CEO Martin Smullen says
this new venture is'nota quick—buck ar-
rangement. We aré planning for sustain-
able and steady growth."

The synergies are many. Rain water
tanks and gutter maker S Burde is the
dominant supplier in the southemn
African market, and both East African
Timbers and Dave Zick Timbers will gain
access to Burde’s marketing and distri-
pbution network. In turn they contribute a
strong presence in niche markets, an in-
ternational supply network for quality
woods and experienced management.

The responsibilities of being a quoted
company have also instigated an up-

ade in administrative- systems and
controls as well as manufacturing tech-
nology, increasing efficiency and pro-
ductivity. Though each company will re-
main a separate operating division,
head-office costs will drop.

The three have enough critical mass to
go public — combined turnover for 1996
was R75,7m — and this gives them cru-
cial access to New capital. smuilen, who
is also the original owner of Burde, says
the limitations of private borrowings are
holding up quality growth.

Before the preferential placing of 8,4m
shares at R2 ‘each, which were snapped
up by institutions, business associates
and staff, group debt stood at R15,8m t0
shareholders’ equity of R3.2m. After the
listing of Buildmax, debt will drop to
R3,6m against equity of R18,7m. At
19,4%, gearing will be manageable. Op-
erating margins aré reasonable at 7% for
1996 and a forecast 8,3% for next year
(year-end is March). Burde, which con-
tributed over R53m of total turnover, has
had average compound sales growth of
31% over the 21 years that the Smuilen
family has ownedit.

The vendors retain control with 60% of
the shares and executive management
will hold the majority. Smullen says he is
looking at acquisitions and joint ventures.
He hopes to use paper to pay for these.

Operating Jargely in niche markets and
without threat from impotts, Smullen be-
Heves the group can hold its own against
competition.

Major clients on the timber side in-
clude furniture makers, shopfitters and
hotel developers — the Hyatt and
Michelangelo hotels sport Buildmax tim-
ber interiors. Burde sells to building and
plumbing merchants and makes large
water storage tanks to order.

smullen expects much of the group’s
future growth to be driven by demand in
the housing market — in all its forms,
shopping centres and office blocks,
which all use wood, guttering and awide
range of sheet metal products. “Housing
will be a mainstay of the country in the
fong term,” says smullen. “Itis critical to
our long-term survival.”

On 1996 EPS of 19,2¢ the historical p:¢
on the offer price of R2 is 10,4, which
compares favourably with the building
sector average of 12,9. The forecast 1997
pe is 8,5 with a long and well-docu-
mented track record, backed by compe-
tent management, the counter is worth a
spin. Margaret-Anne Halse
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Stocks & Stocks’ income
‘toncrease 11% to 16%’

RoanChalm 2‘1 ]9’ lﬁb

CONSTRUCTION group Stocks &
Stocks’ attributable income for the
yearboA}iril is expected to come in 11%
to 16% above last year’s 49¢ a share
performance, hemmed in by tougher
trading conditions and higher interest
rates.

Analysts said at the weekend that
the group’s profit growth during the
second half of the year wag likely to
have been lower than for the first six
months — when share earnings rose
26,6% tor19¢ — ag the industry had ex-
Eerienced a fall-off in activity. Stocks’

gures are due to be published
tomorrow. :

One analyst said the increase in
Stocks’ interest bearing debt at the
halfway stage to R221,2m against
R172m at the April year end would also
have had an effect with the higher
interest rates. The increased debt was
partially due to Stocks’ financing prop-
erty developments,

The analyst said the higher debt
should have been offset to an extent. by
the group’s link-up with Bolton Prop-
erties which was undertaken in a bid to
garner a portfolio of high income earn-

"ing properties, ’

“The group had to fund much of its
own work after the low-cost housing
initiative failed to get off the ground
last.year, but the altered nature of the
group’s operations seems to be worlk-
ingisaid the analyst, .

: ternally generated business
helped Stocks lft turnover 12% to
R1,5bn for the year ended April 1995,
while the improved quality of the order

o5
book saw operating income soar 70% to
R83,2m. Attributable income was 41%
higher at R39m.

Another analyst -said the leisure
division appeared to have made good
progress, with the hotels divigion ex-
panding its capacity significantly. ‘This
would assist the group’s aim of making
the leisure division SA%s largest quality
hotel and resorts company.

The exception in the leisure division
was the Namibian operation which an-
alysts believed was still too new to
have shown real growth.

e civil engineering divigion wag
expected to have shown only marginal
growth as heayy, ?*ﬁ?!%%? ‘highly com-
petitive conditiolis-werelikely £0 have
trimmed margins. "Theé “holiising divi-
sion was also likely to see limited
growth with the housing programme
only recently making progress.

The counter closed 10c off at 530¢ on
Friday, against its 450c low last month
and 900c year high in January.
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CONSTRUCTION group Stoc
St;.,ocks lifted attributabl;apincomtl:s 61%
t0:R55,8m for the year to April but was
forced to fund much of the work itself
amid a dearth of public sector projects.
Btocks said yesterday it was consid-
ering unbundling and separately list-
ing its property and leisure interests to
help cut borrowings. The interests —
potentially holding assets of more than
R750m — accounted for nearly 80% of
the group’s profit for the year.
The self-generation of work and in-
vestment in long-term property devel-
opments helped lift total borrowings to
R208,56m, from R185,8m the previous
year, ;desp1te last year’s R77m rights
Ezsztzj ]ig‘namlzies charges jumped to
R24,dm from R8m, i
its gtgrest cover, more than halving
Group turnover:.rose to R
(R1;5bn), while operatin ﬁl]éfl?lg
jumped to R85,3m (R62,9m), with op-
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erating marginsising to5,5% (4,29%):.1

Higher finance charges broug%f‘;

pre-tax profit growth back to 11% to
R60,1m. But the bottom line was Ii?;'itiédi

Continued on Page 2
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comprehensive from partial. The move
helped bring the tax charge in at just
R2,3m (R17,25m). .

Share earnings were 69c (43c),
while the dividend was 15¢(12¢).

CEO Bart Dorrestein said the prop-
erty division was the top performer,
contributing 48% to earnings and the
recent joint venture with the listed
Samrand Development group was well
placed to capitalise on opportunities.

Slow progress by the RDP and
heavy rains contributed to the con-
struction group’s contribution to total
profits declining to 31,6% (44,2%), al-
though the division raised turnover
and profit. This was assisted by the
civils and roads division, which was in-
volved in a numaber of major projects.

Dorrestein said the hotels and
leisure group’s contribution te group
profit rose to 10,7% (9,5%) despite
gtari-up costs and it had huge growth

N

potential with two hotels to be built
this year.

Unbundling and listing the proper-
ty and leisure interests would cut ebt
and position the businesses for contin-
ued growth. It would also help the con-
struction group achieve acceptable lev-
els of business and boost the group's
equity base, unlock value and open the
doors for smaller, entrepreneurial
groups to investin Stocks.

e group had entered the current
year with an order book of more than
R1,5bn, and Dorrestein was hopeful
that government expenditure on in-
frastructure, roads and housing would
take off, This would lead to real growth
in the construction sector of the group
towards the second half of the year.

The steel fabricating and trading
division as well as the recently estab-
lished information technology opera-
tion were well placed for growth during

the current year, he said.
Stocks chairman Reg Edwards said
the group was looking at anding in-

to Africa, and was considering con-
struction and leisure possibilities in
Zaire and Zambia among others.




- T‘B‘ouygues aids Basil Read
in remarkable tu;znag%lﬁlpd

Lukanyo Mnyanda

CONSTRUCTION group Basil
Read reported a remarkable turn-
round in the six months to June,
moving back into the black for the
first time since 1992 after good
performances by all three operat-
ing divisions.

Resulis published today show a

profit of R2,98m against a loss of
R14,43m for the corresponding pe-
riod last year. A spokesman at-
tributed the recovery to the in-
volvement of French group
Bouygues, which holds 61% of
Basil Read and which invested in
the company’s restructuring.
_ “We were really in trouble
when they (Bouygues) moved inin
1993. They put a lot of money and
resources into turning the compa-
ny around. Their new ideas and
innovation have reinstated Basil
Read as one of the country’s lead-
ing construction companies.”

Group turnover jumped 58% to
R268,12m compared with
R169,44m in the corresponding
period last year, mainiy as a result
of the company winning new con-
tracts valued at R550m.

The group achieved share earn-

but did not declare a dividend:

It also turned a R2,1m operat-
ing loss into a R2,75m profit.
Interest received stoo at
R235 000, an impressive
turnaround from last year’s inter-
est payment of R1,63m.

The spokesman said the com-
pany’s balance sheet had been
strengthened by a R10m recapi-
talisation last October, enabling it
to repay most of its interest bear-
ing debts. These stood at R14,3m,
but R13,4m of that was owed fo
the holding company.

Bagil Read’s financial state-
ment was also free of the abnor-
mal items and restructuring costs
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ings of 5,4¢ a share from a 20closs,

)

which eroded its income in the
first six months of last year.

He said all three operations —
civil engineering, building and
opencast mining -— had reported
profits and were expected to im-
prove their performance during
the rest of the financial year.

The group had work on hand
amounting to R700m, which en-
sured a solid base for continued
growth into next year. Major pro-
jects on hand included the
Richards Bay quay wall extension
and basin, as well as the Tonga
Hospital in Mpumalanga.

It also had a number of joint
ventures with emerging contrac-
tors throughout the country, the
most notable being the R173m
Malmesbury Prison contract.

Basil Read said that, in a joint
venture with Bouygues and other
interests, it had submitted a bid
for the construction of infrastruc-
ture for the Maputo Corridor.

It was involved in projects in a
number of African countries and
hoped to increase its involvement
in the re&t of the continent. Cur-
rent projects included a R46m
road contract in Zambia.

The share closed unchanged at
130c on the JSE yesterday.
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Tough times lie ahead for

W Cape building in

BY TOM HOOD
4«,;\‘
THE building industry, a key barom-
eter'of the Western Cape economy, is
facing tough times again.

Hopes of a 10 percent upsurge this
year are being scaled down to four
percent, said a leading analyst, Jo-
han Snyman of Medium Term Fore-
casting Associates of Stellenbosch.

“There will be more building than
last year, but the growth is not so
strong,” he said this week.

This was echoed by the Building
Industries Federation, which report-
ed only 49 percent of companies ex-
pected conditions to improve in the
next 12 months. Three months ago 72
percent were looking to an improve-
ment and expecting the RDP and
housing programme to improve.

Snyman said a dearth of work had
res&;lted in increased competition in
tendering and a lowering of building
cost inflation.

rices 0f materials and building
costs were rising at double the rate of
consumer inflation.

“Contractors are having to trim
their profit margins in this lacklus-
tre situation. Prices generally are
under pressure and the building work
being done is by established contrac-
tors, leaving little scope for new en-
trants into the market.”

Higher interest rates and the de-
valuation of the rand had increased
the prices of imports, Snyman said.
However, he expected rates to fall
from 18,5 to 16,5 percent in the next
12 months.

Building costs had risen more
rapidly at the coast than inland, es-
pecially in Cape Town, Durban and
Port Elizabeth. Inland, more use was
made of semi-skilled workers at low-
er wages. The “gash” housing mar-
ket was also becoming saturated af-
ter growing at about 40 percent last
year.

dustry

/ Another industry
Llewellyn Jacobsen, said while
prospects for the Cape building in-
dustry remained promising, the up-
swing had yet to hit Cape Town.
Jacobson, chairman of the West-
ern Cape branch of the Association of
Quantity Surveyors, said turnover on
tendered work in the first quarter of
this year was down 26 percent on the
same period of 1995 — and 1995 itself
showed a 30 percent drop on 1594,
However, Corobrik, the Cape'’s
biggest brickmaker, reported a 20
percent hike in sales this year and its

factories were going flat out after | .
increasing capacity by 30 percent |,

last year. ‘

The housing market was quieter
after a rise in inferest rates, said
Mike Ingram, Cape managing direc-
tor.

But there had been an increase in |

public infrastructure projects such
as schools, elinics and prisons.

spokesman, |
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Training blueprint for emerging builders
Lukanye Mnyand 32 % IS 3 qiabe upgrading the emerging builder's
8

THE Building Indurtries’ Federation
of 5A has launched a manusl to heip
emerging contractore upgrade their
business management skills.

The manual — sponsored by Build-
ing Industrier Traimng Scheme and
Fedsure Financial Services — congists
of 30 modules covering issues such ag
running a business, safety and the
Labour Relations Act.

Executive director Ian Robinson de-
scribed the manual ag “one of the most
significant projects to come from the
building industry”. lts use would facil-

kills who in turn played a vital role in
meeting the demands of the housing
programme. “In compiling this train-
ing manual, we have taken into ac-
count the diversity of needs within our
industry,” he said.

Some builders would be able to use
the manual without assistance while
regular workshops would be held to as-
sist those who encountered difficulties.

“T'he modules can be used over a pe-
riod of a couple of days in a formal
teaching workshop, or specific modules
can be taken on site and used in a
hands-on context,” Robinson said.
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Small and large contractors would
have to form equitable

ships to accelerate the i
as they were a key link in
chain of delivery, Housing
Minister Sankie Mthembi-Mahan-
yele said at the opening of the
Interbuild Africa 96 exhibition

_yesterday.

The six-day exhibition at Nas-
rec, south of Johannesburg, is
hosting more than 450 local and
international exhibitors that play
arolein the construction industry.

Mthembi-Mahanyele said part-

ed to h’elz solve ho
w 2R 3G (32

that all resources offered by the
private sector were i
used and of benefit to potential
home-owners.

The construction industry had
in the past been criticised for hin-
dering the process of delivery by
favouring contractors to
build low-cost housing while
sidelining emerging smaller ones,
said the minister.

She added that, although her
ministry was still facing several
challenges, there was an indica-
tion of an increase in housing

delivery.

% crisis
very had increased from

the monthly average of 536 subsi-
dies approved between March
and August 1995, to 5 611 appro-
vals in the 10 months between

September 1995 and June 1996,
she said.

that there is a discernible increase
in the delivery of housing and we :
are confident this trend will
strengthen in the months ahead.”

More than 30000 visitors
are expected to attend the exhibi-
tion, which will continue until
August 25.




Lack of subsidies drops

builders’ confid
. 22) b

Robyn Chalmérs

CONFIDENCE levels
among emerging and es-
tablished builders have
dropped  significantly
over the past three
months, with most ex-
pecting marginal growth
in the industry over the
next year. .

The guarterly survey
up to August conducted
by BMI building re-
gearch strategy consult-
ing unit showed growth
of less than 5% was ex-
pected over a 12-month
period. This is in line
with the industry recent-
ly having halved its
growth expectations for
theyear.

The survey showed
that the expectation of
poor growth was based
on the perception that
the housing ;i:'o‘gramme
would not make a signif-
jcant difference to build-
ing over the next year.

+ 'Thé only constraints
which the emerging and
satablished builders said
. they ‘were" facing were
thé lack of bank finance
for low-income housing
apd-the ai)oc')r availability
of capital subsidies. .
; «BMI director Llew-
¢llyn Lewis said. howev-

er, that this Ty indicate
a lack of active involve-
ment on the part of the
building industry in
these markets, rather
than the presence of any
real constraints.

More than half of the
emerging sector respon-
dents still perceived
price increases of build-
ing materials to be high-
er than inflation, while
61% of the established
sector also believed this
was the case.

“With the latest avail-
able inflation figures of
just over 6,9%, it is clear
that the respondents
would expect building
material prices to in-
crease by no more than
6% to 7% a year,” he said.
This was in line with an
undertaking that build-
ing material suppliers
have given to govern-
ment not to raise prices
above inflation.

The survey indicated
that there were a num-
ber of factors which had
to be addressed urgently
if'the industiys, growth
pattern wdb Ygoing to
move upwards 8gain
nextyear, vt

These incliuded!Bkills
training, ~management
education and the cre-:

C

e

ation' by government of
an investor-friendly en-
vironment. Unrealistic
expectations had to be
better managed by gov-
ernment and the hous-
ing ministry and nation-
al and Iocal government
had to “get their acts in
order” and fall behind a
more consistent and co-
ordinated national hous-
ing ‘policy.

On balance, there-
fore, it is evident that the
housing effort has a long
way to go before it can be
deemed tobe successful,”
said Lewis.

Tssuez identified as
having the potential to
derail the industry in-
cluded squatting and
land invasion, crime and
violence, bond and rent
boycotts as well as the
lukewarm commitment
given to government's
RDP bybusiness.



Reduced M&R share price
shows market’s expectations

Robyn Chalmers 32);)

B0 23 1% 125,
MURRAY & Roberts Holdings is ex-
pected to report reduced earnings for
the year ended June, with attributable
earnings likely to be between 10% and
15% lower at R367,2m to R346,8m
(R408m) as the sluggish economy af-
fected profitability.

The industrial group, which will re-
port its results on Thursday, issued a
cautionary in June saying depressed
levels of activity meant the group
might not achieve real growth in op-
erating and atiributable earnings.

Murray & Roberts’s share price has
reflected market expectations of re-
duced earnings, with the counter clos-
ing 15¢ lower yesterday at R14,50, hav-
ing fallen from its eight-year high of
R28,50in January.

Analysts said yesterday there were
a number of reasons for the reduced
earnings, but a decline in gross domes-
tic fixed investment spending in some
sectors was a primary factor.

The reduced spending had led to in-
creased competition which in turn had

squeezed Murray & Roberts’s margins
in some of the group's core sectors.

One analyst said the dispute be-
tween M&R-controlled Standard Engi-
neering subsidiary Union Carriage
and Siemens over the R500m Tai-
wanese train contract would algo have
an effect. The dispute relates to Union
Carriage’s contract to build electric
trains for Taipei’s metro system.

" “The extent of the impact depends
on what sort of provision M&R makes,
but the group has indicated that it will
be in the order of R125m,” said the
analyst. Another analyst believed
M&R’s turnover would increase about
10% to R10,1bn (R9,2bn). The analyst
guestioned how the expected reduced
earnings would affect the grou;i;:abil-
ity to reach its target of doubling its
1993 turnover and profit in real terms
by 2000.

Looking at the group’s various busi-
ness units, analysts said most should
improve their contributions to consol-
idated earnings, with the exception. of
Standard Engineering which was ex-
pected to show a substantial decline.




Robyn Chaimers

FORMAL firms in the construction in-
dlistry were largely paying kp service
to” empowerin, emerging contractors,
the National Black Contractors and Al.
lied Trade Forum said recently,

+ Chairman Linda Nyembe said that
many so-called “empowerment” initia-
tives were insufficient, and unaccept-
able to black communities at large.

“The formal sector still lacks a fun-
damental understanding of empower-
ment and how to agsist the disadvan.-
tagedinaclﬁevingit,”he‘said.

Nyembe said many established con-
tractors had vested interests in thejr
own supply companies or had mutually
beneficial -relationships with other
suppliers, so were generally reticent to
use the services of black suppliers.

To achieve empowerment, Nyembe
said black contractors and their com-
munities faced both established con-
tractors’ resistance to expowerment
initiatives, and barriers to entry.

ese included a Jack of slilg ang
infrastructure, a lack of ragntal to fi-
Dhance projects, no credit record or vol-
ame purchase record to procure whole.
sale.supplies and Fmjtg on the amount
ofbankfinance available at the bottom
endofthe nuarket. ' ‘};

K- ‘.:-Z?:w . -

tuction firms accused of

St nlrae?
token’ empowerr
| &b pzatfg’ lgb

He gaid there were 722 00 serviced
sites in SA which were too expensive to
use in the lower end of the housing
market. Some of these low-cost hous~
ing sites recently put out to tender
were ai Lenasia South, where sites
were priced at ahout R19 000, Lawley
Extension 1 at between R10 000 and
R15000 and Lotus Gardens at be-
tween R7 000 and R24 000,

“With the cost of the established
serviced sites so high, in some cageg
there are no funds available (from gov-
ernment’s subsidy) for the top strue-
ture,” he said. Subsidies for those earn-
ing less than R800 5 month amount to
RI5 000 and R12 500 for those earn-
ings between R801 and R1 500,

Nyembe gaid that MANY Aress wWere
not covered by the Moxl']t]gage Indem-
nity Fund and thus could not be fi:
nanced. Also, there wag a limit to the
number of subsidies which govern-
ment was able to finance. ;

e said a successful low-cost hous?

ing project needed toinclude and detail .

several criteria, including commumnity
self-management and a focus on how
housing project wag designed and im-
plemented. Tt should ensure that em:
ployment could be sustained and that
the project was used as a springboard
for tﬁe community"a growth,
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Robyn Chalmers 2

MOST new boises being built by
members of the National Home
Builders’ Registration Council were
meeting its technical standards, MD
Peter Allsopp said yesterday.

_ Asaresult, mortgageloans fornew
home builders were ‘becoming easier
to secure and the homes were pro-
tected under the defects warranty
scheme set up to protect consumers

1 from shoddy workmanship.

Allsopp said inspectors were mak-
ing regular visits to building sites to
monitor construction standards,

“While we are generally satisfied
with site quality, we have, however,
had to serve notices of non-compli-
ance on a few units that have not met
‘otir, required conditions. Such mat-
ters have to be rectified to the satis-
faction of the inspectorate before the

contractor is allowed to continue.”

BuildiﬁQ quality eases

ortgages
About 500 houses were being reg-
istered by the council each week, an
more than 2 500 contractors had ap-
plied for registration, 2 000 success-

fully. Allsopp said a Tist of more than
1 500 home builders certified by the

council had been compiled so people ,

wishing to build a home could have
access to builders who complied with
minimum building standards and of-
fered a home builder’s warranty,

This provided for a 90-day latent ¥

defect liabilify period, a 12-month
roof leak warranty and a five year
structural integrity warranty.

Roth contractor and consumer [

had the option of approaching the
council to mediate in the event of a
complaint overa structural defect.

Ifihe contractor wasfoundfobeat §
fault the council could then encour-

age him to vectify defects,

which the contractor could be dereg- |
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‘rain.contract hurts Murray Roberts
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Rgbyn Chalmers CE Grailam grd dgﬁgth%gﬁth&
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yYerts’ - éarnings -after exceptional competencies and ahy},ltec‘l-fgngé;ﬁ s
itemn slipped.8% X R375Hi{Gthe year dustries while alsojfocusing .1
-to June;, yallid dow by, a hefty charge, clogely on mtematx(gdgsalw arkej;}gﬂn
ohits T seftrajncoptract. © addition, while gross dopues! ¢ fixed in-
~A wden st DERL: fy'share earn-  vestubnb {(GDFY) increabéd -104% in -,
ings13%% ﬁmsig_lﬁi ‘c,‘??',l;li;le the total <real ferms last year, there was al%
divicfehcsf)-ﬁas s563% higher at48,6¢! decrease in the building and constriic:
The" figures had been hit by the tion component of the GDFlindex.
R160m charge on the-contract under- Trading income was expected torise
taken by subsidiary Union Carriage & in the current year, but attri‘:_)}it'fb.pk_a

%Ems UCTION group Murray &

Wagon;while 1pcal conditions for other . A
busingsses remained tough. Continuéd on Page2
! “4‘-’,':!'1‘-:5' T EN o

M& (3“9 Z ?}inty abm;ttti-he quantum and timing
! any resolution. - '
5 30 /8 number
Continued from Page 1 / /7 -
earnings growth would depend on neering, with most reco. ing improved
M&R’s programme of gelling non-core earnings before interest 20C tax.
businesges. “In the longer term, we Te- The exception was engineering ==
main firm in our intention to double housing Stendard Engineeri
our 1993 turnover, and to more than whichpoatedadroptoRlBBm(RZ m)
double our 1993 earnings in real terms with margins falling to 5,8%(B88%:
by the year 2000,” he said. o The group continued its programme
Sales rose 16% to R10,7hn, with in- of dmpoemf non-core activities, i
ternational turnover accounting for 10 of its ho dings for R318m, leading to
R2bn, or 18,5%, of the total, putting anetnon-operggﬁ‘surplus of R128m.
M&R on track to meet its target of 20% M&R also t the Mega plastic
by 1998. Earnings before interest and jping interesta of Sentrachem,
depreciation increased 4% to R1,08bn. tthysens bus and coach company
After depreciation of R324m, the and the outstanding ghareholdingsina
R160m provision and a pon-operating number of companies, including John-
profit of R128m, earnings before inter-  sofl Crane Hire and Quality Tyres.
est and tax fell to R703m (R733m). Hardy said good e;;rﬁggmsa was made
On the dispute between Standard in penetrating sel international
Engineering subsidiary Union Car- markets, with regional offices beilﬁ:s-.
riage and Siemens aver the Taiwanese tablished in Malaysia and United Arab
train contract, Hardy gaid negotiations Emirates, and major projects being
were continuing but there was uncer- undertaken in Hong Kong and Dubai.
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But no major recession, Surey predicts

? Business Editor

* CONDITIONS in the building industry are
not likely to improve until the second half
of next year, according to Stellenbosch
Bureau for Econdmic Research consultant
Charles Martin.

Addressing a Bureau conference in
Cape Town yesterday, Dr Martin said
activity in the private residential market

.had been falling since the middle of 1ast
year. The market was expected to be weak
for the rest of 1996, rebounding in 1997 fol-
lowing likely cuts in mortgage bond inter-
estrates,

Government housing policy was likely
to focus on the provision of serviced sites
and incrementa) housing for low-income
families.

“The bottom line is that it is simply not
within the ability of the South African
economy to provide every citizer; with a
house based on First World standards,”
Dr Martin said.

In the non-residential market, private

inve%lent was likely to remain strong.
Fewer vacancies'in office buildings as well
as inflation-beating rental increases had
stimulated building. Construction of
industrial buildings could be boosted by
anupturn in exports in 1997,

. Asfor government investment, Dr
Martin forecast real growth both this year
and in 1997, as the building of jails, clinics
and schools takes off. He expected growth
of five percent in building industry invest-
ment this year and next,

Building costs were expected torise by
11 percent this year and 9,5 percent next
year, with labour and materials prices
held down by weak demand.

Lahour costs in the building industry,
which rose 5,8 percent last year, were
expected to show similar growth this year
and an increase of six pércent in 1997,

“Overall business conditions in the
building and construction industries will
remain somewhat mediocre in the short
term,” he said. “We do not foresee a major

recession.” A

R
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Move will create the largest independent construction company in Africa

Group Fiv

By Marc Hasenfuss
CAPE EDITOR

Cape Town — Group Five, the
R25billion a year construction
company, wilk absorb Everite, its
building products manufacturing
subsidiary, in a restructuring aimed
at supporting a growth programme
for the next five years.

The move, which will create the
largest independent construction
company in Africa, was not entirely
unexpected. A construction indus-
try analyst said: “Recently the
views of certain analysts were can-
vassed about a simpler corporate
structure at Group Five, so we
knew something was happening.”

Group Five owns 50,1 percent
of Bverite Holdings, which in tum
holds 57,4 percent of the Everite

Group. The new arrangement will
result in a share swap of one Group
Five share for two Everite shares.

~Both Everite companies will be
delisted, while Group Five's issued
shares will increase from 41,8 mil-
lion to 73,6 million. Group Five's
largest minority shareholders, Old
Mutual and Fedlife, have approved
the restructuring proposals.

The additional 31,8 million
shares will be classified as N shares,
which rank equally with ordinary
shares but carry fewer voting rights.

Group Five’s management will
thus retain the voting control of the
group in a consortium with Group
Five Holdings and SM Goldstein, a
45 percent-owned subsidiary that is
aiso listed on the JSE.

The combined company wiil
have six main operating divi-

e to swallow Ev

cr(m)2]4(96

sions —building, civils, engineer-
ing, roads and earthworks, and
properties and manufacturing.
Infrastructural  concessions is
expected to become a seventh divi-
sion shortly.

Theunis Kotzee, the chief execu-
tive officer of Group Five, said
Everite had substantial assets but
made a low return on them, while
Group Five had a small capital base
on which it made good retums.

One analyst expected Group
Five's earnings to rise 25 percent in
the year to June 30, with Everite’s
eamings falling to 10¢ a share from
35¢ a share last year.

Kotzee said the group’s com-
bined capital took the company to
another level of operation. He said
Group Five's total resources at the
1990 year-end were R66 million,

erite
@ (G

but that strong growth took them to
R122 million by last year.

“If we had restructured last year
our resources would have leapt
near to R400 million. This ratchets
us up to a different plane by giving
us far greater firepower for such
activities as acquisitions and capital
development,” he said.

Kotzee said Group Five had
taken a long-term view with the
restructuring. “There will be many
intangible benefits.

“We have consistently had the
top price-to-eamings ratio of the
listed construction companies this
year. We hope the restructuring is
seen as another step in cementing
this perception of the company.”

He said the restructuring creat- +
ed more shares and potentially
more tradeability.




Blue Circle Alpha merger decision expg:te

LLEWELLYN JONES
Business Reporter

CEMENT producers Blue Cir-
cle and Alpha should know
by the end of the month
whether they will be allowed
to merge their operations.

Graham Hardy, managing
director of the Murray &
Roberts (M&R) group, the par-
ent of Blue Circle, told ana-
lysts in Cape Town yesterday
that the Competition Board
had to report on the proposed
deal to the Department of
Trade and Industry by Sep-
tember 14,

While analysts were confi-
dent that the deal would get
the go-ahead from the board,
Mr Hardy said there was an
“element of politics in the
final decision” and he could

The Argus, Tuesday
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not say the deal was home
and dry

Should the deal get the go-
ahead, M&R will sell Blue Cir-
cle into Alpha for a signifi-
cant minority stake in Alpha.

Mr Hardy said the merged
company would have some
“very interesting” geographic
expansion opportunities and
was looking for a new product
line, although he did not
expand on what this might be,

Neither Alpha nor Blue Cir-
cle have any major operations
in the immediate Cape Town
vicinity, but Mr Hardy said
they had the capacity to estab-
lish such a presence through
Alpha’s limestone operations
in Saldanha Bay should it
make an economic sense to
do so.

In ancther vein, Mr Hardy is

very optimistic about M&R'’s
future despite the group's dis-
appointing results for the year
to June released last week.
They showed an eight percent
drop in attributable profits.
“The past year has been a
particularly difficult one, and
I guess that can be said of our
country generally. M&R is
very much a mierocosm of our
entire country and, just as our
country has been confronted
by major change, so have we.”
Mr Hardy said M&R had
worked very hard during the
past year to tune the group
for a growth environment.
He expected the building
and construction industry to
show real growth in excess of
eight percent in the current
year, which M&R was well
placed to take advantage of,

9/
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compared to the real decline
of one percent last year.

Mr Hardy said there had
been two fairly major changes
in the group’s philosophy:
firstly, concentrating on the
group's international strate-
gy, and secondly, foeussing
and aligning the group’s busi-
nesses and technologies with
markets.

Mé&R’s international objec-
tive was fo increase the off
shore element of its turnover,
either exports or overseas
business, to 20 percent of the
total by 1998.

Mr Hardy said the group
was well on target to achieving
this, having increased its off-
shore turnover to 18,5 percent
of the total in the year to June
from 15,2 percent in the 1995
financial year.
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M&R hopes for negotiated e

By Marc Hasenfuss

(C2PE ECITCR

Cape Town — Murray & Roberts
(M&R) hopes to reach a speedy
negotiated settlement in the dispute
over a R500 million overseas con-
tract to reinforce its bottom line
earnings in the year ahead.

The dispute between M&R's
71 percent held subsidiary Union
Carriage and Wagon and Siemens,
is over a contract to build electric
trains for Taipei's metro system.

Graham Hardy, M&R's chief
executive, said yesterday that the
company was trying to negotiate a
settlement with its consortium part-
ners.

“These tatks are going very well
and we could arrive at a settlement
within six months,” he said.

He said that a negotiated settle-
ment, which would preclude a
lengthy arbitration hearing in
Geneva, would be a big advantage
for the company. Provisions against
the disputed contract could shave

about 47¢ a share off M&R~earn-
ings. “The law being apphed is
highly complex and convoluted, in
fact the laws of four countries are
involved. So1t makes good sense to
attempt a negotiated settlement and
we are well down that track.”

In the meantime, Hardy said
M&R were preparing their case for
arbitration. Indications are that the
arbitration process could only be
completed by 1998,

In view of the delays that could
result trom going to arbitration.

d to di
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Mé&R has made 4 pretax provision
of R160 mitlion {about 47¢ a share).

Hardy said this provision was
only a view on the matter. “Nothing
has been decided vet and this flgure
could turn out to be more or less.”

Looking ahead, Hardy said that
despite the growth hiccup in the
vear to June 30, M&R was still on
track to double 1its 1993 turnover
and more than double that vear's
earnings by the vear 2000.

__ See Business Watch
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Restructuring to benefit -
Group Flve S

Robyn Chalmers

GROUP Five's share price rose
40c yesterday to close at B9,65 af-
ter the announcement that sub-
gidiary Everite would be taken
over and the group’s structure
would be streamlined.

The 40c improvement in the
counter follows a steady drop from
R10,20 at the middle of July to set-
tle at R9, 25 towards the end of Au-
gust, well below the eight-year
high of R12,75 seen in March.

Analysts said the gains made
yesterday were largely in reaction
to the announcement on Group
Five’s restructuring, which they
said should umlock value and
boost tradability.

Group Five CEQ Theunis
Kotzee said at the weekend Group
Five would gain 100% of Everite
Holdings and the Everite Group
through a share swap of one
Group Five gshare for two Everite
shares. Everite Holdings and the

_— . A - —
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vente Group would be delisted,
with voting control to remain with
the management of Group Five in
consortium with Group Five Hold-
ings and SM Goldstein.

One analyst said the group’s
combined capital would give it
greater leverage to make acquisi-
tions and embark on capital devel-
opment, while the simpler corpo-
rate structure would create more
shares. The analyst said that a
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further factor in the improved
share price was an expectation ef
higher earnings for Group’ Fivé,
although Everite was expected to
break even,

Group Five, which reports lts
results for the year ended June on
Friday, was expected to raise at-
tributable earnings 20% to 25% to
betweenR31,2m and R32,5m from
R26m for the previous year.

The group issued a cautionary
in August warning that prelimi-
nary results for building materi-
als subsidiary Everite indicated a
break-even position.

Everite Holdings’ turnover fell
12% to R284,4m and earnings
dipped 29% to R7,7m translatig
into lower share earnings of 88¢
(12,5¢) for the six months to Dé-
cember. Analysts said the scaled
down growth predictions for the
construction industry, as well as
the slow start to government’s
housing programme, had affected
Everite’s results adversely.




Construction interests to be unbundled

Good year

By James Lamont and
Jonathan Rosenthal

Joharnesburg —  Grinaker
Holdings, Anglovaal’s construction
and electronics subsidiary, report-
ed a 24 percent growth in earnings
a share before exceptional items to
198c for the year to June 30,

A final dividend of 35c was
declared, taking the total dividend
for the year to 44c, a 19 percent
increase on last year's 37c.

The company said in a state-
ment accompanying the results that
it planned to unbundle its construc-
tion interests by listing Grinaker
Construction, which would be
directly controlled by Anglovaal
Industries. All the group’s electron-
ies interests would be concentrated
in Grinaker Holdings and Grintek

&

would be delisted.

Grinaker Holdings" turnover
increased by 10 percent to R4,1 bil-
lion in the year under review but
operating profit rose by only 2 per-
cent to R153 million after capital
expenditure was increased to
R87,8 million from R68,1 million,

Richard Savage, the chairman,
said the results were “particularly
pleasing as they were achieved in a
year which has not been without
severe difficulties”.

“Prospects for the current finan-
cial year are encouraging and man-
agement have identified interesting
expansion and investment oppor-
tunities in the construction and
electronics fields.”

All the group’s major sub-
sidiaries achieved earnings growth
of 20 percent or more.

I;gr Grinaker

CICM) (ﬂﬁie? (loncsitrétion Tecov-

ered in the second half, after-a
below-expectation first half, to
record a yearly increase in profit
before tax of 22 percent to
R41,5million compared with
R33,9 million in 1995.

Turnover rose 12 percent to
R1,9 billion for the year o June 30,
reflecting an all-round improve-
ment.

After-tax earnings before excep-
tional items surged by 32 percent to
29,7 million. Operating profit rose
144 percent to R456 million.
Earnings a share rose 23,8 percent
to 81,2c from 65,6c.

The company improved its cash
position by R122,7 million during
the year and cash deposits exceed-
ed interest-bearing debt by
R68,8 million.
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Grinaker chalks up

Bo ¢ 9[a4

Robyn Chalmers
GRINAKER Holdings, Anglovaal’s

construction and electronics group,
overcame competitive market condi-
tions to post a 24% increase in earnings
A before exceptional items to R63,4m for
the year to June.

Chairman Richard Savage said all
the group’s major subsidiaries — Gri-
naker Construction, Grintek, Siltek
and Grinaker Electronics — posted
earnings growth of 20% or more during
the review period.

Prospects for the current financial
year were encouraging, with strong ex-
pansion and investment opportunities
expected in the construction and elec-
tronics fields, hesaid. T

Turnover rose 10% to R4,1bn, while

greas’ed 11%tc R176,6m.

Exceptional items arising mainly
from Siltek’s sale of computer netwark-
ing company Centera to associate Q
Data, added a net R40m to attributable
earnings, which jumped to R109,8m
(R50,8m).

24% earnings rise |

rofit before exceptional items in--

32 (129%)

Grinakef Roldin
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"Share earnings before exceptional
items rose to 198,5¢ (160c) while a final
dividend of 86¢ (29¢) was declared,
bringing the total dividend to 44c from
37cpreviously. -

avage said competition, particu-
larly in the electronics and information

ContinuedonPage 2
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technology sector, hadoihtens‘ 3 fol-
lowing the return of several multi-
nationals to the SA market,

“SA companies are having to make
major adjustments to compete, and
heave had to accept a smaller share of
the limited skills pool and accelerate
their - internal _development pro-
grammes,” he said.

. The group announced recently that
Grinaker Construction would seek a
separate listing under direct control of
Anglovaal. All the group’s electronics
interests would be concentrated in Gri-
naker Holdings, and Grintek would be
delisted. Details of the proposals would
be published on September 17,

Grinaker Construction’s earnings
before exceptional-items rose 32% to
R29,7m on an 11,5% rise in turnover to
R1,9bn. MD Bean Bornheimer said the

company performed well during the
second half after a first half which did
not live up to expectations. -
The civil engineering division.con-
tributed 30% to profit before-intergst
and tax, while the supplier and Ber-
vices division and building divisipn
contributed 29% and 17% respectively,
Bornheimer said the company was
looking at opportunities in Malaysiz
and planned to invest a “substanti
amount” in business ventures, traini
and development of employees and up-
grading plant and equipment. o
Siltek posted a 20% increase .in
earnings to R92,8m on a 9% rigé in
turnover to R1,9bn, with HiPerfor-
mance Systems producing a strops
E.erformance but disapgointing resuits
om Centera contributed to zefp
growth in operating profit. i b
Grinaker Electronics saw earmi]
rise 23% to R17,7m on an 8% increase
in turnover to R318,6m as a resulf of
improved trading in several areas and
anincreage in export orders.

3
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‘contract for
Atlantis group

..................... "@f&#zq ’710

The Ri4-million contract for the |
construction of the Atlantis Magistrate’s
court has been awarded by the . -~ ‘
Department of Public Works to Atlantis
Bos United Coniractors trading as Abcon.

Abcon is a joint venture between estab-
lished master builders Bos and Punt and
Atlantis and Districts United Contractors
¢(Aduc), an organisation representing previous-
ly disadvantaged groups from Aflantis and the
surrounding area.

The contract was aliocated by the Public
Works Department as part of their commit-
mentto awarding projects to local community-
based concerns and the private secior as pres-
ribed by the government’s Reconstruction and
Development Policy. - ‘

Regional director of the department Greg
MacMaster said the department had initiated a
policy to use emerging contractors for building
construction, maintenance and renovations.

He urged contractors to come forward and
present their credentials.

Construction on the 19-month contractisto
start immediately. The single storey building
of over 4 500 sq m will comprise eight basement
holding cells and seven courts.

Atlantis has gained the reputation of being
the “birthplace” of the RDP, with organisa-
tions such as Atlantis Business Information
Cenive playing a vital role in bringing the rele-
vant parties together. ’

TanPetersen, Aduc chairman, is confident
that the project will provide its members with
the opportunity to gain valuable experience on
large building contracts. Provisions for train-
ing, as well as creche facilities to accommodate
the children of female workers have been
included in the project.




HE resolution of the Fan-
court wrangle this week has
put Ril-million more cash in
the bank for Group Five.

The construction and engineer-

ing group’s chief executive, The-
unis Kotzee, says this represents
the recovery of the R1{-million
book debt, plus some legal and
other fees. Group Five has been
struggling to recover the money
for four years.
. The second problem child, the
‘Houston bridge, is also close to
resolution. Kotzee says the main
contractor has heen appointed
and Group Five may even get its
money back before Christmas. “I
can say it is the final section of the
bridge,” he says.

Group Five lifted earnings a
share by more than a third to §3,3¢
in the year to June 1996, Thisis the
third consecuntive year in which
the group’s profitability improve-
ment has exceeded the average
trend in the construction sector.

During the year, Group Five’s
shares hit a high of R12,75 on the
JSE, up from a low of 500c. But it
took a knock toits current 975¢ on
a poor showing from Everite,
which suffered from World Trade
Organisation-induced competi-
‘tion and dumping of cheap goods.
Best performers in the Group
Five stable were building and
property development, civils,
‘roads and earthworks.

Turnover approached R25-
billion and consolidated profit
from ongoing operations was
R10)-million before losses in
"Everite deducted R21-million,

Finance costs jumped from
R15-million to R26-million, due to
greater activity in the sectional
title area of residential property.
Kotzee says the project finance
requirement peaked during the
-first quarter of this year and has

Flush Group
Five set to
build profits

2

3
The company has mom.ma out a legal

wrangle and

1s set to bridge another

problem, writes JULIE Q?E_m_M
719

since been decreased following a
decision to reduce exposure.

“It takes 10 or 11 months to re-
coup the costs in sectional title
developments. This market is get-
ting tougher and returns are not
as exeiting as we can get else-
where. So we are expanding on
our Gash business (good address,
small home) because it is less
capital-intensive, Without this
project finance, Group Five
would kave no borrowings at all
and the current year’s interest
bill will be much lower than the 12
months under review.”

Taxation was little changed at
R16-million and outside share-
holders’ interests — principally
Bverite — fook only R1,7-million,
against last year’s R24 6-million.
This left Group Five with at-
tributable profit of R35-million,
against the previous R26-million.
The dividend will total 20c (14c).

Leoking ahead, Kotzee says the
company is in fine shape finan-
cially and operationally, but the

sT(HT )8

country is not as well positioned.
“Fixed investment requires
greater certainty, lower interest
rates, low inflation, good govern-
ment and less crime and their ab-
sence is of concern to all busi-
nesses. But . .. conditions further
tp in Africa look considerably
better than they have for years
and we will be turning our atten-
tion that way.”

Last week Group Five an-
nounced plans to absorb its poorly
performing subsidiary Everite
and delist two of its five listed
companies. The move will sup-
port the group’s five-year growth
plan. Everite Holdings and
Everite Group will be delisted
and become wholly owned, leay-
ing the group with SM Goldstein,
Group Five Holdings and Group
Five Limited. There will be six
operating divisions.

Kotzee said last week Everite’s
sizeable assets yielded a low re-
turn, while Group Five made good

i

returns on a small capital base.

LOOKING AHEAD ... chief executive Theunis Kotzee says conditions
further up in Africa look better than they have for years
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Robyﬁ Chalmers

AST LONDON — Growth in
bhuilding industry fell 2% on
gtage last year as delays in
imfplementing the RDP led to a
driip in public sector building.
Building Industries’
pration of SA 1996 annual
by released yesterday,
pwved the industry had
Wrded little growth over the
pt few years, and that high
Pifvest rates had contributed
ghe lacklustre performance.
EPhvestment in the building
inghustry by the private sector
grev 0,1% {ast year, but public

Bifsa CE Ian Robinson said
in the report that while RDP
and housing expenditure were
sluggish last year, prospects
had picked up, with volumes
and margins improving slightly
over the previous year.

“Prospects for 1996 are
brighter than for many years,”
he said. “Activity levels in the
building industry are expected
to rise from roughly R17bn to
over R19bn during 1996.”

A major contributor to the
improved performance was ex-
pected to be the RDP. Bottle-
necks in the delivery of low-cost
housing had been addressed
and thiere were signs that deliv-

ery was gi

Tourism and the RDP shouid
boosi investment in buildings
and higher rentals in the com-
mercial and industrial sectors
should provide a stimulus. But
the most important factor in-
hibiting more rapid growth was
the ruling high level of interest
rates, Robinson said.

High interest rates raised
monthly mortgage- premiums,
affecting the housing market,
and also jeopardised the devel-
opment of marginal commercial
and industrial projects.

Bifsa expected growth in the
industry of around 5% this year
- gcaled down from an original

7 forecést largely as a re-
sult ofhigh interest rates.
Tough conditions last year

were reflected in 232 eonstruc= |

tion firms going into liquida-
tion, against 228 in 1994, The
number of workers employed in
the building industry fell to
198 231 from 210 394.
Robinson said the drop couid
be attributed in part to artisans
leaving employers to take up
work as subcontractors.
“Nevertheless, a drop in em-
ployment when greater de-
mands are to be placed on man-
power resources dezerves atten-
tion of the organised industry
and government,” he said.

eftor inveatment dropped 11%.

g yn Chalmers

3

ST LONDON — Public Works Minister
&L Radebe called yesterday for the forma-
tia# of a construction industry development
Brd to unify the industry and overcome
guector’s deficiencies.

adebe told the Building Industries’
aiferation of SA congress that the industry
Blered distortions because of apartheid,
and needed to change fundamentally.

It was clear the local industry would be
unable to meet any significant increase in
demand for its services due to structural
and-operational weaknesses.

 adebe calls for unification in construction

The industry was plagued by declining
efficiency and output guality, and gross in-
equalities which had seen a disproportion-
ate few dominate the market at the expense
of the majority. Government intervention
was needed to complement market forces to
overcome these structural weaknesses.

“The stakeholders need to) focus on best
practices within the industry — enhance
capacity, especially for those previously ex-
cluded, and provide access to international
opportuntties,” he said.

Construction workers and employers
needed to have access to appropriate train-
ing facilities. The industry should consider

adopting certain performance standards for
labour regulation, safety and environment
management.

The state was assisting development of
small, medium and micro enterprises by en-
hancing the contracting and procurement
capacity of emerging contractors.

Bifsa president and Stocks & Stocks |

chairman Reg Edwards said the industry
had taken note of coonments on the need for
reform and had placed emphasis on safety,
quality and productivity over the past year.
“But the future of the building industry
18 more than ever dependent on SA’s macro-

4

economic performance,” Edwards said.

- .
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Lack of funding for training is
severely hampering the construction
industry - one of the largest job
creators in the country.

The new president of the
Building Industries Federation !
of South Africa (Bifsa), Stephen
Jopes, said counstruction |
employed 10,4 percent of the
non-agricultural sector.

In 1995, it contributed 35,2
percent of the total gross
domestic fixed investment and
6,1 percent of the gross domes-
tic product.

“However training for
skilled and semi-skilled work-
ers is essential and while Bifsa
contributes R80-million annu-
ally towards this training, it is
nowhere near adeguate to meet
the demand,” he said.

Training a skilled worker cost R700 a
week over an average period of nine weeks,
although semi-skilled labourers in the dis-
advantaged communities could reacha
minimum level of competency over a
shorter period.

Mr Jones has called for Government

PROPERTY EDITOR

' "backing fo

Stephen Jones: Bifsa’s
new president

shortage hits
constructig in
Rl

v stry

infng which he said was
esgential to meet the demand for housing
delivery.

“We will persist in our efforts to obtain

commitment from Government in this
respect. In our opinion, an injection of
__ R100-million from Government
7] isrequired annually,” he said.
) Mr Jones highlighted com-
munication between the
national body and Bifsa’s 5 000
as a priority that would be
addressed during his term of
i offfice.

“We must work together as

71 ateam to address important

1 issues and support progress
and development towards six
percent macro-economic
g growth by the turn of the cen-

Bifsa would continue to sup-
port the Government’s macro-
economic strategy, because the
industry was very sensitive to the coun-
try’s macro-circumstances. .

“The high crime levels, the rising inter-
est rates and the lack of foreign investment
fall outside the indusiry’s day to day influ-
ence, but nevertheless impact on the effec-
tiveness of industry as a whole,” he said.
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“IRébijn Chalmers.
{|EAST LONDON — The finification
W,,_.Hmmm_ﬂ,mow,“"ﬁmwm.num, ificant 'restructuring
m at this year’s Building Federation of
SA (Bifsa)congress” .. 7 - -
W " #: Discussions on’ hification and-
!

v 5 .

restricturing kicked off a mimber of

were taking longer than expected to
_produceresults, <" 7
©" Public Works' Minister dJeff

-‘Radebe made it clear that govern-
" ment believed reform in the con-

‘. RN TP -,
-, strud

:| of-thie condtruction industry and the -

iremiined one of the ¢éntral themes -

years sgo, and delegates at the con-.
ference this'week heard that these -

ten indastry was imperative.
1. “Bxperience of the last nine decades
points to the mecessity for funda-
taental change,” he gaid. “This is be-

* eruge - the building:industry- as-a -

Sﬁ&mémm#mmﬁ&mnogmmw%ﬁrm
i-.gystem of apartheid.”. - . e

~ Radehs said the construction see”’

-tor had to rise to meet the require-

“ments of the RDP, with neéw capac-

‘ity being created to allow historical
‘imbalancestoberedressed.. . .+ '
. UK Constriction Industry Board
“chairman Michael Latham, giving
the keynote address, said the £50bn
constriction industry in-the UK
faced a range of challenges, some

e

Il AWH wﬁon_._-ﬁwmﬂ m—ﬂmGH— an

similar to those experiencedin SA.
. Latham said there were a num-

"ber of internal problems and squab-
"bles about :b._.m

cation between the
main’ employer bodies in the con-
struction industries, and this was

-, highly unproductive. “What we all

need is to get a united team on the

. playing field, preferably all wearing
the same team colours — or at least-

onesthatmatch.”

- Bifsa president and:Stocks &
Stocks chairman Reg Edwards said
some progress had been made on
unification, particularly on frain-
ing, but while discussions were con-
structive they had also been slow.

Timetables for the implementa-
tion of proposals on the unification
of the industry were expected to be
placed on;the table soon. The talks,
on unification were taking place be--
tween a number of bodies, including
those representing’ civil engineer- -
ing, emerging contractors, .trade
unions and government. . ™ -
Bifsa CE Tan Robinson said a
merger of the building industry.and -
civil engineering industry training
scheme and boards were contem-
mﬂmwmm for later this year. The new’
onstruction Industry Training
Board to be formed out of this merg-
er would have representation from

d restructuring

the established construction indus-
try, emerging contractors, trade
unions and government.

“Tt is rewarding to note that there .

has been a high degree of co-oper-
ation and understanding between
the emerging contractors’ leader-
ship and the established construc-
tion industry during (unification

‘talks),” he said.

Robinson said a steering commit-

tee with four subcommittees had

been formed to steer the talks, The
four subcommittees — structure
and constitution, finance, emerging

contractors and training —had met .

regularly over the past few months.



:‘»%w.o:-\w\ TV BN

SO 8 ok

&

&

SHOWING IMAGINATIO 6

On the face of it, any gon]p‘gny operating
in the construction field that has chalked
up a 27% annual compound growth rate
in EPS over the past four years, must be

B ACTIVITIES:® Construction, property and
leisure resort development, steel and trad-
ing, and information technology.

B CONTROL: Management through Stocks &
Stocks Holdings 54,1 %,

B CHAIRMAN: RA Edwards, CEO: A H Dorre-
stein. ,

BY CAPITAL STRUCTURE: 80,5m ords. Market
capitalisation: R342m.. :

B SHARE MARKET: FPrice: 425¢. Yields: 3,5% on
dividend; 16,3% on earnings; p-eratio, 6,1,
cover, 4,6. 12-month high, 900c¢; low,
425¢. Trading volume last quarter, 3m
shares,

Year to April 83 94 ‘85 'gp
ST debt (Rm) 61,5 375 669 690
LT debt (Rm) 358 464 906 1107
Debt:equity ratio 020 007 031 0,38

Shareholders' interest 031 028 0,25 0,3
Int & leasing cover 25 nfa 78 T35

Return on cap (%) 36 41 6,7 1,8
Turnover (Rm) 1104 1334 1489 1563
Pra-int profit (Rm) 225 305 629 853
Pre-int margin (%) 20 23 47 H2
Earnings {¢) 312 3715 429 694
Dividends (c) 7 9 12 15
Tangible NAV (c) 224 249 240 3%
doing something right.

In the case of Stocks & Stocks, how-
ever, the fall in share price from R9 at
end-January to 425¢ now, and, particu-
larly, the 47% discount based on p:e mul-
tiples relative to the Building & Con-
struction sector, indicates there is a large
body of opinion that at first appearances
may be misleading. Which view is right?

Reviewing the preliminary results (Fox
August 9) the FM listed some aspects that
could be sowring investor perceptions.
These included burgeoning debt — gear-
ing has ballooned from 7% in 1994 to 38%
at April 30 1996 — and the fact that last
year's EPS growth was derived largely
from a virtual elimination of tax liability.

There is teason for concern on both
counts. While from a purely structural
viewpoint the latest balance sheet is no
more than moderately geared, this
would not be the case next year if pre-
sent trends continue, Even now, purists
would probably take the view that the
3,5% interest cover is starting to look
threadbare.

Had the 1996 tax charge been at the
25% rate expected by management for
the future instead of the actual 3,9%,
growth in taxed profit would have been
limited to 21% instead of thé 56% de-
clared. But, while this is negative in
terms of future growth potential as the
tax rate normalises, the group achieved

PTo .
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TIME TO FOCI.LS ON BASICS?
All things considere)iidujay & Roberts
(M&R) has withstood declining demand
in the building & construction sector rea-
sonably well. Though margins took
strain, turnover increased and operating
profit held its own.

The blow, causing EPS to fall 13%,
came from a R160m provision on Union
Catriage & Wagon's much publicised
row with Siemens.
Group CE Graham
Hardy says man-
agement has
taken a view on
this as a likely esti-
1 mate of the cost.
3o far, the debacle
"has cost M&R
: b more than R260m.
Graham Hardy ~ = A settlement

s imies Y be Negotiated

s within o a few
months, $ays‘Hardy. Failing that, the dis-
pute will ‘g0 to arbitration — which is
likely to take years if similar disputes are
anything to go'by. -

Of greater concern is the search for a
new identity. M&R has again restruc-
tured and now has four divisions: con-
tracting, engineering (which incorpo-
rates Standard Engineering), materials
and transport. All except the engineering
division had satisfactory years.

But satisfactory may no longex be suffi-
cient. Hardy says M&R wants to empha-
sise international operations and “maxi-
mise its opportunities.” House-cleaning
continues, with a number of disposals
during last year that tighten the focus.
Pethaps this is the time for major divest-
ment rather than small realignments.

The days of the "siege economy” ate
over, says an analyst, and with them the

“Di

Lo

age of diversified industrials. M&R has
never been a brilliant performer, track-
ing the All Share index rather than beat-
ing it. Though the intent was to balance

cyclical and counter-cyclical operations,
the effect seems to have beena cancella-
tion of benefits on both sides.

A return to core operations, seen as
contracting and some specialist engl-
neering functions “that dovetail in,” may
serve it better than continuing 10 nurse a
gaggle of operations in varied fields.

Among its strengths are an ability to
win and run high-risk contracts in the
cut-throat international market and a
willingness to create its own projects.
Hardy argues that financial performance
is not the only criterion of success.” He
could include vision as another.

The market has taken the results well
and the share price has edged up from its
12-month low of R13,75 to R15,70. 1t of-
fers fair value. Margaret-Anne Halse

PR T
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Grinaker unbundlm g
expected, say analysts

,ww 32
Robvn halmers , ?’ q q rinaker Jac Saulez sa:d re-

GRINAKER Holdings was expected to
give notice of a separate listing for Gri-
naker Construction and the simplifi-
cation of its electronics interests m an
unbundling and restructuring an-
nouncement later today, analysts said.

The group disclosed its intention to
unbundle in June, a move which is
likely to see Grinaker Coristruction
moving out of Grinaker Holdings and
becoming a subsidiary of Anglovaal In-
dustries through a share swap scheme.

Analysts said Grinaker Construc-
tion could then geek a separate listing
on the JSE, and it was likely that all
Grinaker Holdings shareholders
would receive an equivalent number of
shares in Gringker Construction.

The original plan to concentrate all
of Grinaker group’s electronics inter-
ests in Grinaker Holdings and then
delist Grintek was still being finalised,
they sajd

Grinaker closed untraded yester-
day at R24,50, giving the group a mar-
ket valuation of R856m, while its elec-
tronics interest Grintek was valued at
RB886m and Grintek subgsidiary Siltek
at R1,4bn,

- L] - .

cently the reshape had been investor
driven, as many were uncomfortable
with having to invest in both the con-
struction and electronics businesses.

One analyst said the market had
initially reacted well to the proposals,
after which the share price tapered off,
However, strong results for the year
ended June, reported at the beginning
of the month appeared to have boosted
investor confidence in the counter.

Grinaker Holdings posted a 24%
rise in earnings before exceptional
items to R69,4m on & 10% increase in
turnover to R4 1bn. Grinaker Con-
struction lifted turnover 12% to
R1,9bn, while earnings excluding ex-
ceptional items meroved 32% to
R29,7m. All the group’s other major
subsidiaries — Grintek, Siltek and
Grinaker Hlectronics — posted earn-
ings growth of 20% or more during the
review period,

Grinaker Holdings’ share price has
risen strongly since the béginring of
the month, when it stood.at R19,70, to
reach today’s close of R24,50, a vast
improvement on its 12-month low of
R16,40 in May, but below the eight-
year high of R28,26 in February.
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Rainbow lands R4-m deal
BUSIESSEDIOR @ﬁ‘ f MECJ)&J q’al ; ‘

The remaining 15 percent is owned
New black-owned puilding by three Western Cape black conirac-
company Rainbow Construction tors: Haroun Construction, [HI Build-
{Western Cape) has won a R4- ing Services and Umelisizwe Con-
million contract in. Salt River. struction, who have options to

Rainbow beat seven other contrac-  increase their stake over time.
tors in tendering for the contract for Mr Fredericks sees great potential
alterations and extensions to the for black contractors in the govern-
Industrial Council for the Clothing ment's new policy on tenders for state
industry offices in the Main Road. contracts.

“We were very excited to get this According to the policy, not only
contract s¢ soon,” Rainbow managing the price offered by a tendering com-
director Frank Fredericks said. pany, but also its ownership, by

He said the compaiy had secured colour and gender, will be taken into
other contracts in the Saldanha Steel account by the State Tender Board
project #gnd there are mote in the when evaluating contracis.
pipeline”. The Western Cape government is

Rainbow Construction (Western likely to follow a similar path in
Cape) is 85 percent owned by Rainbow redrafting prov'mcial policy on ten-
Holdings, a Gauteng-based group devs.
jointly held by J ohannesburg Stock “The goverpment has created
Exchange- isted WBHO, Thebe Prop- something here which is conducive to
erties and three Soweto-hased col- development,” MI Fredericks said.
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By Jonathan Rosenthal

Johannesburg — Dan Mofokeng,
the Gauteng MEC for housing, met
with building materials merchants
yesterday to head off tensfons over
government plans to establish
township building material distrib-
ution centres.

Mofokeng unveiled the plan
that would combine advice services
with initiatives to ensure the cheap
supply of building materials.

The national government had
already allocated R150 million to

6

2)

centres. The Gauteng government
would provide additional funds for
14 centres in the next year. -

Mofokeng said building materi-
als cost more in townships than in
traditionally white areas.

This had put a brake on govem-
ment’s plans to encourage le
to buildptheir own homes.g peop

Mofokeng said the govemment
wanted to shorten the supply chain
and ensure that materials were
delivered in bulk to township hard-
wate stores. This move could result

n township buildi

being bypassed.

He said government planned to
set up these centres in existing
retailers in the townships.

Building supplies merchants
contested the plan, arguing that the
existing supply chain was adequate

“but that [ack of credit and high risks

pushed up the costs of supplying to
emerging contractors and township
hardware stores.

Instead of an overhaul of the
existing chain, they argued that
government resources would be

ng centres
support &efs'tzgﬁgméef ol) tlwzsg 1n7w.4uz r;{erchants and retailers )

better spent on providing credit
guarantees and support to black
builders and retailers.

Establishing new supply cen:
tres would only duplicate existing
infrastructure and threaten the exis-
tence of small, black hardware
stores in the townships.

The marketing manager of a
retail chain argued that the govern-
ment should rather allow market
forces to govern the supply of
materials and prices, whidg would
fall in the townships as demand
increased.
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: The building industry’s paltry

performance during 1995 which led to
-another 232 construction firms being
:liquidated this year was largely due to
" high interest rates and RDP projects

-

; ot getting off the ground.

. The lacklustre performance of the
industry is reflected in figures in the annu-
alreport of the Building Industries Federa-

" tion of South Africa (Bifsa).

* u:. The industry showed a negative growth

of two percent, despite an overall higher
économic growth of 3,3 percent in the coun-
try during 1995.

" On the local front, the Master Builder’s
and Allied Trades Association reports that
building tenders in the Cape Peninsula
Have dropped by almost 41 percent.

~ Rifsa chief executive Ian Robinson said
4fivestment in building in the private sec-
tor grew by 0,1 percent and the public sec-

" “tor dropped by 11 percent, due largely to

delays in the implementation of the Recon-
struction and Development programime
- (RDP) coupled with high interest rates.

- As a result of difficult trading condi-
tions, another 232 construction firms were
liqudiated in 1895. This followed liguida-
tions in previous years of 214 firms in 1981,
9272 in 1992, 239 in 1993 and 228 in 1834.

_ Employment in the industry in the 1935
finanical year fell by 5,8 percent, but
despite these disappointing trends there
were signs that the protracted recession
wag now coming to an end, Mr Robinson
said.

Activity levels in the building industry
were expected to rise from R17 billion to

over R19 billion during 1996. A major con-
tributor to this improved economic perfor-
mance was expected to be the RDP.

“We expect growth in the building
industry of around five percent this year.
However the interest rate hike announced
in April will constrain building activity
below its long-term potential,” said Mr
Robinson.

Meanwhile members of the Master
Builders and Allied Trades Association
(MBA) say they have experienced the
worst year in industry history.

The quantity of commercial, industrial
and public sector building work put out to
tender in the Cape Peninsula in the first
eight months of this year has dropped by a
staggering 40,9 percent compared to the
same periodlast year.

Mike Loy, MBA director for the Cape

" Peninsula said R268,3 million worth of

work was undertaken in the first eight
months of 1996 compared with R454,6 mil-
lion for the corresponding pericd in 1935,

“June, with a tendered turnover of R10,4
million and August with R2,9 million, were
by far the worst months — although tradi-
tionally June, July and August isa good
period for the building industry in our
area,” he said.

The forthcoming construction pro-
eramme for the initial infrastructure of the
2004 Olympic Games bid and the growth of
the tourism industry hold hope for the
industry, and a slight upturn is therefore
possible before the end of this year.

The government, said Mr Loy, had to
take much of the blame for the pooryérfor-
mance in the building industry which was
suffering from an acute lack of investor
confidence.
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‘A boost for hon

By ANDILE NOGANTA

THE HOMELESS People’s Fed-
eration will soon be able to house
253 more of its members — thanks
to a R1,8 million government
grant, i
Eastern Cape Premier Raymond

Mhlaba announced the grant at
the opening ceremony of a low cost

housing project in Port Elizabeth

last week. y

The Homeless People’s Feder-
ation has already built 290 houses
countrywide on its own initiative
and the grant makes it the first
people’s organisation to receive a
government subsidy,

“It’s the first time government
has changed the rules on subsidies
to include groups like this. And it's
the first time a people’s organisa-

tion has got money directly from
government,” said ministry of
housing spokesperson Mandy Jean
Woods,

400 more subsidies are expected
to be aliocated to the Homeless
People’s Federation from the R150
million set aside this year by the
Housing Department to support
the Peopie’s Housing Project.

Woods said the department sup-
ported the Homeless Peopie’s Fed-
eration because it was a shining
example of people helping them-
selves,

I Earlier in the day, Mhlaba and
the provincial MEC for focal gov-
ernment and housing, Max Mama-
se, had handed over keys to 80 new
home owners in another low cost
housing project at kwaNomzamo
and Kruisfontein townships in
Humansdorp. .

TR

-

t&! ers

Addre¥sing theopening ceremo-
ny, Housing Minister Sankie
Mthembi Mahanyele announced
that government would shift focus
to the problem of rural housing.

“One area of concern to me is
housing in rural areas, and I expect
to soon make some announcements
regarding this,” said Mahanyele.

“This will be of particular im-
portance to the Eastern Cape as
it carries the burden of having one
of the highest concentrations of
poot, rural dwellers in the country.

“My aim as minister of housing
has been to focus my attention on
the issue of providing adequate
shelter for the most underprivi-
leged people in our country.”

[J Each of the houses built by the
Masibambane Housing Project in
Humansdorp cost R15 000.
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Robyn Chalmers -

CONSTRUCTION and building
materials business Group Five
had been forced to look offshore to
counter declining private sector
work in SA.

Chairman Stanley Goldstein
gaid in the group’s 1996 annual
report that the organisation oper-
ated in an environment where the
level of private fixed investment
was an index of growth.

“This had been disappointing
and is set to decline because of in-
vestors’ perceptions,” he said. “Be-
caunse of this we are devoting en-
ergy to_ identify opportunities,
local and offshore, in order to en-
gure our continuing growth, which
we code name ‘Growth 2000°.”

CEO Theunis Kotzee said at
the recent release of the group’s
resulis for the year to June that an
international partner was being
sought in a region where fixed in-
vestment spending was growing
fast. He hoped the group would
find such a partner in the next

C
3

{rend in the construction industry
during the review period, partly
as a result of the group’s focus on

the goals set out in the
2000 strategy.

“I gaid last year
realising a third of our
and despite more

Group
come roge to

Group Five looks offshore to

fSA work

Growth

that we were

lHotential
difficult condi-
tions than expected, we have
made material advances,” he gaid.
Tive's attributable in-
R35,03m {R26m) on

" 'on the JSE on Monday,

~ ufacturing, roads,

25 )9{9b
I)Everit.e}s iroﬁts to R1,6m from

R31,3m. A total dividend of 20¢
was declared against 14c for the

. previous year, while dividend cov-

ef-dipped to 4,2 from 4,4 in 1995
which in turn fell from 7,5 in 1994,

The share was trading at 980c
against a
R12,75c year high in Marchand a
326,5¢ net asset value at the June
yearend.

Kotzee said a key part of the
strategy was the autonomous
management of its divisions —
building, civils, engineering, man-
property and
the proposed infrastructural con-

cessions. As a result of this strat-
egy, the building division had
broadened its services and extend-
ed alliances with smaller, emerg-
ing builders, while the civilg divi-
sion was developing special skills
in lahour intensive rural projects.
Everite’s poor performance was
‘mainly due to SA’s lower trade
.barriers coupled with the dump-
ing of goods. In addition, a pro-
gramme of closing and selling

year or two. higher turnover of R1,7bn from businesses had led fo congiderable
Kotzee said in the annual R1 4hn for the previous year. This losses, butit should be finalised in
report that profits grew above the was despite a sharp drop in , thecurrent financial year.

e — = ey l
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GROUP FVE/EVERITE (B2
DEMANDING HURDLES
Fmr 2319 /96

In terms of assessing prospects, the an-
nual reports of Group Five and 57,5%-
held Everite have been completely over-
shadowed by the proposed take-out of
Everite/Evhold minorities.

In the normal course of events, it
would be relatively safe to take at face
value management's view that both

ComPANIES 99

Group Five

5 ACTIVITIES: Construction, engineering,
manufacturing and properly. Holding
company of Everite.

8 CONTROL: .Group Five Holdings 53,8%.

CHAIRMAN: S M Goldstein. CEO: T J Kotzee.

® CAPITAL STRUCTURE: 47,8m ords. Market
capitalisation: R426,5m.

5% SHARE MARKET: Price: 1 020c. Yields: 2,0%
on dividend; 8,2% on earnings; p:e ratio,
12,2: cover, 4,2 . 12-month high, 1 275¢;
low, 650c. Trading volume last quarter,

0,8mshares.
Year toJune 30 93 "84 "% 9%
ST debt (Rm) 1467 295 1037 566
1T deht (R} 66 205 213 184
Debt:equity ratio 022 010 015 (004
Shareholders’ interest 034 037 033 030
Int & leasing cover 10 24 55 30
Retura on cap (%) 18 46 70 61
Turnover (Rm) 1594 1859 2249 24985
Pre-int profit (Rm} 185 448 BL7 799
Pre-int margin (%) 10 22 34 2%
Earnings {c} 20 413 623 838
Dividends (c) ol 55 4
Tangible NAV (c) 194 2711 312 38
s Group Five
Cents
1250

1050

i a s
1995 SOURGE: 1-NET 1996

groups “should show improvements in
the year ahead.” They probably will. But
how does this translate into prospects
for Group Five, with what will be a vastly
expanded issued share capital?

The proposals involve Group Five buy-
ing out the 49,9% of Evhold which it does
not already own in exchange for 12,8m
new “N” shares (equivalent to the exist-
ing ords but carrying only a hundredth of
the voting power), together with 42,6% of
Everite itself not held by Evhold for a fur-
ther 19m "N’ shares. In total, this will
add 31,8m new shares, or 76%, to the
present capital base of 41,8m shares.

Inevitably, with the terms of the deal —
one Group Five “N" share for every two
Everite or Evhold shares — set to in-
crease the NAV of Group Five shares by
54% while decreasing that of Everite/
Evhold by 30%, the proposals have run
into criticism that Group Five is buying
Everite too cheaply.

It could even be added that this view is
supported by management’s statement
when the terms of the deal were an-
nounced that implementation of the pro-
posals “will be to the long-term benefit”
of Group Five shareholders.

The two annual reports do suggest,
however, that if this benefit is to be
realised, Group Five is going to have to
work for it in terms of bringing the
Everite assets up to speed.

As things stand, and disregarding
Everite's disastrous 1996 results, its at-
tributable earnings would have to grow
19% from the 1995 peak simply to pro-
vide the same EPS on the new Group Five
shares to be issued as Group Five earned
last year on its existing capital.

It is difficult to escape the conclusion
that, in the short term, Group Five is
likely to suffer earnings dilution because
of the deal. Longer-term, the outlook will
be dictated by the success or otherwise
of efforts to stabilise Everite’s erratic
profit record and to bring its returns
more into line with those of its parent.

Even at its earnings peak, Everite’s net
return on equity of 9,7%, apart from be-
ing miserable for a manufacturing com-
pany, was less than half of Group Five's
record return of 21,8% for the past year.

This indicates a classic asset situation,
but the proof of the pudding will be

Everite

B ACTIVITIES: Manufactures products for the
construction industry and invests in in-
frastructural concessions such as water
and sanitation.

M CONTROL: Group Five 57,4%; soon to be

wholly-owned.

¥ CED: T JKolzee

CAPITAL STRUCTURE: 89,1m ords. Market

capitalisation: R400m.

& SHARE MARKET: Price: 450c. Yields: 0.7% on

dividend; 0,4% on earnings; p:e ratio,

248.4; cover, 0,6. 12-month high, 975¢;

low, 385¢. Trading volume last quarter,

0,3mshares.

Year to June 30 '93 '94 '95 '96
STdebt (Rm) 1293 324 14 230
LT debt (Rm) 66 132 122 78
Debt:equity ratio 037 015 nilt 0,04
Shareholders' interest 056 068 055 085
int & leasing cover 0,6 19 B4 25
Returnon cap (%) i4 38 105 19
Turnover (Rm) 514 559 620 548
Pre-int profit {(Rm} 78 174 494 83
Pre-int margun (%) 15 31 19 15
Earnings (c) 52 118 350 18
Dividends (c} nil 4 (] 3
Tangible NAV (c) 387 349 362 361
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THEBUILDING INDUSTRY

WHY BUILDERS ARE OPTIMISTIC

Is the building industty growing? The
Building Industries Federation of SA
(Bifsa) and Medium Term Forecasting
Associates say investment in the industry
declined by 2% on average last year but
should grow 3% this year before dipping
temporarily next year.

Thereafter, theytell us, we can expecta
better 1997 and 1998 (see graphic).

Some of the reasons for Bifsa‘s opti-
mism are spelt out by former Bifsa
economist and now Bureau for Economic
Research consultant Charles Martin, who
has measured the movement in the vari-
ous sectors.

Though concerned about the impact of
high interest rates, the bureau sees an
improved residential construction mar-
ket nextyear—mainly because it expects
mortgage rates to come off by about 2%.
Declining inferest rates, it believes, will
help stimulate demand for houses and
townhouses.

Overall, it forecasts a 5% real growth in
the private residential market in 1997.
This compares with 1,3% in 1995 and
1,9% this year.

The bureau predicts private nonresi-
dential building will grow 11% this year
after contracting by 1,2%last year. It fore-
casts 4,5% for 1997.

Though it's difficult to distinguish gov-
ernment’s investment in housing from
private residential activity, Martin says
that, based on Reserve Bank figures, in-
vestment in the housing programme was
recorded at -3%in 1994, -10%in 1995 and
-5% this year.

Following the upward trend in housing
subsidy allocations, this investment is
forecast at 3% next year.

“The important point is that govern-
ment's housing programme will make
less of an impact on the building industry
than on the civil engineering sector be-
cause of the need to first provide infras-
tructure and services.”

According to Martin, there was 14%
growth in private civil construction work
last year. This reflects township develop-
ment, roads and bridges and significant
private investment in big projects such as

G2)
Columbus Stainless Steel.

The growing importance of the road
building programme should see this sec-
tor grow 15% this year and 10% next year.

Government civil work — primarily
municipal infrastructure — took a knock
last year {-6%) but is expected to post 5%
growth this year and even stronger
gowth {12%) next year.

Government nonresidential building —
mainly schools and clinics — underper-
formed last year (-17%) but the Rlbn
schaool building programme should start
to have an effect soon, leading to 1,5%
growth this year and 6,7% next year.

Warnings by Rode & Associates CEQO
Erwin Rode that
government is likely
to cut back on capi-
tal expenditure to
reduce the deficit
are queried by Mar-
tin who thinks that
the cuts are likely to
be sought else-
where,

Mattin says the
healthier outlock for government’s non-
residential building is being fuelled in
part by the coenstruction of additional
jails.

The bureau believes that private-sec-
tor nonresidential building activity will
be relatively healthy in 1997. Vacancy
rates are still high but an export-driven
upturnis expected after 1997,

“We see an improvement in 1998-
1999," says Martin.

UNNECESSARY GLOOM

Bifsa’s announcement that building
costs rose by about 14% last year has
caused much disquiet in the industry.

Though it's hard to separate nonresi-
dential from residential building costs,
the distinction is vital. The automatic re-
action in the low-cost housing market to
a largely nonresidential-related building
cost increase of 13,8% (Martin's figure) is
one of unnecessary gloom. It suggests
that building material suppliers have
breached their record of understanding

Fm 27[alab

with government, struck in 1994, to keep
costs increases at or below inflation.

However, the figure is based largely on
tender prices which more accurately re-
flect costs in the nonresidential market.
Even then, says Martin, these building
costs are on a downward trend as they're
coming off a high base. They're projected
torise only 11%in 1996 and 9,5%in 1997.

A more accurate measure of building
cost increases in the residential sector is
the Haylett formula (for wages and mate-
rial prices}) which records an average
8,6%rise in 1995.

Absa Bank reported an annual 8,1%
rise in home building costs for the second
quarter of this year,
which means little
or no real growth in
prices.

Rode & Associ-
ates and Building
Material Suppliers,
which track building
costs in the low-in-
come housing mar-
ket, say building
cost rises have been even lower over the
past year.

Erwin Rode, using Central Statistical
Service data, recorded a 2,6% rise in
building costs between April 1995-1996
in the low-income (81 m? and below)
housing market. In the market category
above this — which he describes as mid-
dle class — residential building costs
went up only 2,9%.

The latest research by Building Mate-
rial Suppliers may confirm Rode’s data.
Basic building materials in a typical
42 m2 house (no imported tiles here) rose
only 2,59% between December 1995 and
August 1996. Annualised, that would
mean an increase of 5% — which is still
below inflation,

But cne man’'s meat can he another
man's poison. To many, below-inflation
building cost increases imply that severe
market conditions and intense competi-
tion prevail. But to low-cost housing de-
velopers, anything higher could mean a
wipe-out. &

FinaNciAL MAIL - SEPTEMBER 27 - 1996
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Builders reject scheme
to boost bond finance

Contractors further margzgalls ?l

CHARLENE CLAYTON - membership fee of R500. tor, John Schooling, who heads
PropeRTY EomoR The scheme is administered  the forum, slated the scheme as
by the National Home Builders having an inflationary effect on
The Western Cape branch of Registration Council, a Sec-  the cost of houses which is ulti-
the National Black tion-21 company headedupby mately passed on to hard
Contractors and Allied Peter Allsopp. pressed consumers,
Trades Forum (NABCAT) Mr Gasant questioned why He said his company had
has called for a review of it was necessary to establish signed up with the National
the Builders Warramty another bureaucracy - the Home Builders Registration
Scheme, which has been National Home Builders Regis- Council “because there was no
criticised as totally tration Council optien” (if his
ineffective in its present - when there p clients want
form. were  local ‘It benefi ts rogue bondfinance).
Darawees Gasant, chairper- authority mech- b lders who d ‘Those bene-
son of the 700-member branch anisms and ui " 0 fitting from the
of NABCAT, said the organisa- buildinginspec g duck leav;ng scheme were
tion would take “active sieps” tors with the - the “rogue
to force the government to potential 1tc the council to blcliild&ars, who
review the scheme, He said manage build- : * didaduckleav-
they supported the principleof ingstandards. p ick up the tab ing the council
builders providing a quality He said the - to pick up the
product. criteria and tab”,
The scheme, implemented process which builders now It prejudiced the reputable
in February this year, applies had to follow further margin-  builders who had been provid-
to all properties worth R250000  alised emerging contractors. inga quality product all along.

or less that require bond finance.

It was one of the mecha-
nisms put in place as part of the
government's mass housing
strategy to lure the banks back
into lending in this market.
Part of the reason for the bond
boycotts of the past, according
to the financial institutions,
has been poor building stan-
dards

Funding for the scheme is
_ provided by a 1,3 percent levy
on the building cost of a house,
Builders registering with the
council have to pay a registra-
tion fee of R750 and an annual

For example, contractors need
atrack record in the industry
and a credit record, he said.

He questioned the effective-
ness of the warranty when it
provided cover only for the
foundations, superstructure
and roof of a house.

“We will fight this thing to
the bitter end and will get it
revisited and restructured.”

A second Cape body which
1s opposed to the scheme is the
Western Cape Developers
Forum, an ad hoc group of
developers.

Stag Homes managing direc-

Mr Schooling believed the
scheme would not result in
additional housing being built
because ultimately the problem
bedevilling the low-cost market
was one of affordability.

In response to the criticism,
Builders Registration Couneil
managing director Peter All-
sopp, said the position of the
Western Cape branch of NAB-
CAT was not supported by the
rest of the organisation.

“It is a political statement by
one branch in order to win
points,” he said,

The four main bodies repre-

fly 29

the country partlclpate on the
board of the council. Apart
from NABCAT,they include
the African Builders Associa-
tion, the National African Fed-
eration of Building Industries
and the South African Black
Traders and Allied Careers
Association,

Mr Allsopp said NABCAT
was proposing a “head-in-the-
sand-approach” to the past
which did not acknowledge
that consumers lost money and
builders “built rubbish”,

He disputed the claim that
the scheme further margin-
alised contractors. Over 70 per-
cent of the council’s member-
ship of 2 300 were emerging con-
tractorsofall races,

“If anything, signing up
with us empowers the contrac-
tors because they are now for-
mally recognised as contrac-
tors,” said Mr Allsopp.

“If you cannot afford to pay
R750 or obtain loan finance to
pay it, you should not be build-
ing houses and will not be able
to look after that house for the
next five years,” he said.

On the call for a more com-
prehensive warranty, Mr All-
sopp said he agreed with this
but felt that “we must learn to
walk before we can run”.

Mr Allsopp said eight con-
tractors out of 2 300 had been de-
registered so farfor not complying
with council conditions.
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Construction group’s

Wamgng on

P work

P 2|10 |46

Lukanyo Mnyanda '

CONSTRUCTION group Wilson Bayly
Holmes-Oveon said it had experienced
problems carrying out reconstruction
and development programme-related
projects and warned that progress in
the sector would be severely hampered
unless the “basic norms of conduct are
restored" i :

Chaxrman Bna.n thnes smd in the
company’s 1996 annual report that it,-
was not involved in low,cost housing
but, still expécted to beneﬁt from RDP
pro_]ects as the number of contracts-
would. increase as .the programme
gained momentum,  *

Its;construction north division had.
been mvolved ina number of contracts
for the construction of } reservou‘s, wa- ',

ter works and: the treatment of sewage, s
. Progress in the sector, hich is seen as
crucial for SA’s develo ﬁment and long="3-

term growth . potential, was still not-
satlsfactory, hesaid, . |
"“While ore has: sympathy for, the
plzghtf ‘of the honieless :and. the disad--.
“Vantaged;: unless, thé basic norms of
+ conduct are. restored,. progress in this
aréa will be severely hampered.”
Holmes said the construction indus-
try Had suffered from a lack of confi-
dence duringithe review penod mainly

1

asa’ result of mstabxhty,m mterest
. . atedthroughtthemerg
Conﬁdence would be restored cnlyr 5 wellpas;tmnedto meetch‘alll epe

rates and the currency market.

£

. mto the coming year...

once government had shown a clear
commitment to deal with obstacles re-
Jated to erime, exchange controls, pri-
vatisation and labour conflict.

Despite this, Holmes said, the group
had managed to exceed its forecast
earnings made at the time of the Wil-
son Bayly Holmes-Ovcon merger.

Results for the year ended June

: were skewed because,of the merger

with Ovcon, which had | ‘s different
year-end ‘arid’had'been reported on an

.annuahsedbasls

© Attributable profit rose bo R18,1m
(R12,6m)on gross-revenue of R744 Tm

) (R550 9m} with operating profit before

interest and

tax nsmg to R22,5m
(R20 9m).- :

,Stllloptlmtstlc -

. HoImes gaid: the mdushy, experi-
encmg the tail end of the'economic

boom which accompanied SA’sre-entry
into the global economy, would become
more competitive. and margins wonld

~be placed under increasing pressure

over the nextfinancial year. .
However, the group was still opti-
mistic about its fufure performance
and expected real growth; }fo ﬂontmue

Ve ati e
“Qur order biook is in good §hape and
the geographleal spread Wwe, > have cre-
means we are
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PROPERTY EDITCR

Cape Town — Eight contractors have 80
far been placklisted by the National
Home Builders’ Registration Coumcil for
financial irregularities including ab-
sconding with clients' deposits, Peter
Allsopp, the council's managing direc-
tor, said yesterday.

The council, which began operating
{n February this yeat administers the
Builders’ Defects Warranty Fund which
ig aimed at protecting homebuyers from
shoddy workmanship.

Tn terms of new requirements, all
contractors operating in the residential
sector and building units costing
R250000 or less have to be registered
with the council in order to qualify for
bonds from financial institutions.

' Allsopp said deregistering the black-
listed contractors effectively barred
them from operating in this field.

The eight blacklisted companies are
l\lé;apqgls ({ignstruction from KwaZulu

SEE W3 Howz-it Property Developers
*fij{_im.Mptgmalanga, and six contractors
fom Gauteng. Thes 4fGKK Home Im-
provers, ME Moraba kpiects, Pro
Builders, Tahas puilding Ggristruction,
37 Viljoen Developers and Nisele Prop-

no more

BURDING INDUSTRY Clients” depostis vanished

2|10 [ 1632

erty Developers trading as Comfort
Properties.

Since February this year when the
council became effective, 2920 confrac-
tors have applied for registration. of
these 2 263 have been approved.

Allsopp said the council's blacklist
was circulated to mortgage lenders, and
members of the public could check if a
contractor was Jisted with the couneil.
He said it was costing about R500000 a
month to administer the council and the
inspectorate.

Through a levy on contractors, the
council was raising about R1,2 million a
month, giving it a net surplus of gbout
R700 000 which was being ploughed into
the Defects Warranty Fund.

No claims have yet been lodged
against the fund, but this was o be ex-
pected as claims could only be lodged
against defective houses, said Allsopp.
«QOnly houses built since February this
year are covered by the scheme and pe-
tential problems have as yet to come to
light.”

He said all indications were pointed
o a 5 percent growth in the housing
markei next year.

“With an anticipated 2 t0 3percent
drop in interest rates, the demand for
housing locks promising.”
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PLUMBING THE DEPTHS

The shortage of artis n/som tZe Western
Cape will harm the building industry in
the long run, warns Building Workers’
Union executive director Rod Damon.
He blames the shortage on industry ne-
glect of training over the past five years.
Building Industries Federation (Bifsa)
president Stephen Jones has urged gov-
ernment backing for training, which he
says is essential to housing delivery.
Damon says at least all of the union
members are employed but adds: "We
have no bricklayers, carpenters oOr
plumbers to offer employers. It is our re-
sponsibility to supply people, not train
them.” The union has 50 000 members.
Architect Tobias Lochner says the
builders of Goodwood-Wingfield prison
need about 40 bricklayers and are behind
schedule but still hope to meet next
year's deadline.

BusiNess 87

Koos Kitschoff, of the Industrial Coun-
cil for the Building Industry, says the
shortage may have been aggravated by a
sudden pick-up in building in the region.
He says one company is importing arti-
sans from Natal in an effort to keep pro-
jects on schedule.

Damon says ftraining programmes
should eventually create more qualified
artisans. Meanwhile, he warns, many
workers with limited experience and
qualifications are being given work be-
yond their capabilities. In some cases,
workers with basic training are trying to
do jobs that require long-term expeti-
ence and certification.

Jones says many newly qualified build-
ing workers are trained through the RDP
to reach basic skill levels that will allow
them to work in their own communities.
A skilled worker takes many weeks and
thousands of rand to train.

Bifsa contributes R30m a year to train-
ing but Jones says this is far short of de-
mand and Bifsa is continuing to ask gov-
ernment for heip.

“In our opinion, an injection of R100m
from government is required each year
in an industry which employs 10,4% of
the nonagricultural sector,” he says. B




l

- BUSINESS DAY, Thursday, October 101996 21

Basil Read lays the path
to strong financial future

(32) B ieloT94

Lukanyo Mnyanda

CCONSTRUCTION group #
Basil Read was firmly on
the path to financial re-
covery and was poised to
become a “star per-
former” in the industry if |
it managed to win some .
of the contracts — such
as the Maputo Corridor |
— it had tendered for, |

Angther analyst said
the companys share
price could be expected to
reach R2,00 by year-end,
before reaching R2,60 by
the end of the next finan-
cial year. He expected
the company to report
earnings of about 20c a
share for the current fi-
nancial year, which
would probably climb to

analysts said yesterday.
The company made a |

24cnext year,
Basil Read CEOQ Gér-

R2,98m profit in the six .
months to June after reporting a loss for
four consecutive years as a result of the fail-
ure of low cost housing projects and poor
congtruction performance.

Basil Read said at the interim stage it
had work on hand amounting to R700m
which would ensure a solid base for con-
tinued growth into next year.

Analysts said the involvement of French
group Bouygues, which holds a 61% stake,
would allow it to compete for big projects
which would have otherwise been out of
reach. “They are still in the running for the
Maputo harbour and they will do well if
they manage to win that (contract). Basil
Read could become one of the big five within
afewyears,” one analyst said.

ard Perceau said the
company’s recovery could be attributed to
its staff commitment to the implementation
of the changes introduced by Bouygues, an
upgraded plant fleet, as well as a sound fi-
nancial position. He said the turnover
would rise 50% compared with R386,4m
last year, with the building division expect-
ed to deliver the bulk of the growth. “As
with the interim results, we are expecting a
profitable second half ... we are extremely
satisfied with our performance.”

Basil Read’s share price reached a one-
year high of R1,90¢ in January — a far cry
trom last October when it stood at just 70¢.
It lost 6c or 3,49% to close at R1,66¢ on the
JSE yesterday. The share has gained 26¢ or
18,57%in the first nine days of October.

2
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The _umm..g MINISTER OF HOME AFFAIRS:

No provision is made for the granting of
permanent residence to illegal immigrants from
the countries, as indicated by the hon member.
However, with regard to the granting of exemp-
tions to citizens from the South African Devel-
opment Community (SADC) member States
who have resided illegally in the country for a
period of five years or more and who comply
with certain conditions. hon member is referred
to the announcement in the Minister’s budget-
ary speech in the National Assembly on 4 June
1996.

With the implementation of the Aliens Control
Amendment Act, 1995, on 1July 1996, all
aliens, except the holders of valid work permits,
can only apply for permanent residence permits
from their countries of ordinary residence. It
implies that illegal aliens residing in the Repub-
lic of South Africa cannot apply for permanent
residence within the RSA.

The exemption referred to above was the only
legal instrument which could be applied in
order to address the problem of those people
from SADC couniries who resided illegally in
South Africa for at least five years.

Senator Dr G W KOORNHOF: Mr President,
arising out of the hon the Deputy Minister’s reply,
could she indicate to us how many exemptions
have been granted in the past year?

The PEPUTY MINISTER OF HOME AFFAIRS:
Mr President, it is not possible for me to indicate
that, because the process of exemption is continu-
ing. When the process has been completed, we
will begin the process of sifting the acceptable
conditions that we have laid down. Then we will
grant exemptions. We have not started the process
yet.

For written reply:

Number of employees in Department

387. Sen A VAN BREDA asked the Minister for
Public Enterprises:

(1) (a) What was the total number of employ-
ees in her Department as at the latest
specified date for which information is
available and (b) how does this figure
compare with the number of employees on
the corresponding date or during the cor-

responding period in the previous (i} quar-
ter and (ii) year;

{2) whether there were any changes in the total
nuraber of persons employed in her De-
partment; if so, what were the reasons for
these changes;

(3) what is her or her Department’s policy in
regard to the optimum number of persons
employed in her Department?

S670E
The MINISTER FOR PUBLIC ENTERPRISES:
() (2 35
(b)y (i) 36
(i) 31

(2) Filling of five vacant posts.

(3) Having only 38 posts on our establishment
it is essential that all posts are filled to
ensure the optimal efficiency and function-
ing of this Office.

%ﬁmmwm\nosm_:ﬁsﬁen.ow 8:»—.mnnm9n,m=
o Department

392. mn_." A VAN BREDA asked the Minister for
Public Enterprises:t

(a) How many persons are currently being
utilised as (i) advisers, (ii) consultants and/or
(iif) other contract staff in her Department, (b)
what are the names of these persons, (c) what
does the total remuneration package of each
such person amount to, (d} what is the term of
appointment of each and (e) for what purpose is
each being utilised?

S675E
The MINISTER FOR PUBLIC ENTERPRISES:
(a} (i) Two
i) Nil .
(iii) Nil
(b) Messrs Jeff van Rooyen and Kennedy
Memani
() R345600 H.n... annum; R228 000 per
annum

{d) 12 months
(e) Advice to the Minister.

HANSARD
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National Home Builders Registration Council:
requirements for membership

408. Sen W F MNISI asked the ?mima_,c@

Housing;

(1) What requirements must be met by _unmp u

sons wishing to become members of the
Mational Home Builders Registration
Council;

(2) whether the Council has any authority to
act against member companies or
organisations for non-performance or in-
adequate performance; if so, what action
may it take in this regard;

(3) whether action has been taken against any
members since 1 February 1996; if so,
what are the relevant details?

S691E
The MINISTER OF HOUSING:

The following information was supplied by the
NHBRC, which is an independent private
company:

(1) Contractors wishing to register with the
NHBRC are evalnated upon the following
criteria:

1. Number of years in the construction
industry.

2. Number of houses or projects previ-
ously constructed,

3. History and quality of trade refer-
ences.

4. History and quality of consumer ref-
erences.

3. History and quality of professional
references (Items 3-5 all as available
and appropriate)

6. Bank account details and references.

7. The size and structure of the institu-
tion/company.

All of the above are evaluated and judged
against the number of dwellings the con-
tractor is expecting to construct over the
next 12 months period.

For example: A contractor who intends to
construct only six houses this year does not
tequire larger-value trade accounts and
huge plant and equipment. If the bank

2)

account and previous history of the con-
tractor indicate that he/she has the abilities
and capacities to construct the required
six, then NHBRC shall register such con-
tractor with a condition of six dwellings
to be enrolled. During the early part of our
relationship with the contractors we will,
through our site inspectorate continuaily
re-evaluate the contractors abilities and
either lift the conditions of registration, or
increase such conditions as necessary.

Should we, in the course of our evaluation,
find unacceptable references we may re-
quest that some rectification of previous
problems be required.

The Council has withn its Rules, agreed 1o
by the Contractors, the power to:

* register, or not, as the case may be, any
applicant contractor;

* set appropriate conditions of registra-
tion;

* amend the conditions of a contractors’
registration;

* demand compliance with any conditions
of registration;

* demand compliance with its rules, in-
cluding the construction of dwellings in
accordance to the NHBRC technical
standards and guidelines as well as the
National Building Regulations;

* cancel a contractor’s registration, includ-
ing the publication of such cancel-
lation.

The NHBRC’s database allows the Coun-
cil to record any cancellation of registra-
tion against the;

Company, and its
* Principals
* Directors

* Officers and Guarantors of the conirac-
tor, thereby preventing any of the above
from registering under a separate name.

The Council has already received 3 054
applications for registration, 199 applica-
tions have not been approved due to the
inability to satisfy the above criteria.

—)
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(3) The nocnoz has de-registered 9 contractors,
the details of which are:

Name of Reg
Company No.

Howz-1t Property 562
Developers

KK Home nfa
Improvers

33 Viljoen 1083
Developers

Reasons

Company went into
liquidation. There are
allegations of receiv-
ing bond draws with-
out completion of
house,

Several cases of in-
complete work, work
not to building regu-
lation. No supervision
of site. Frandulent use
of NHBRC logo and
NHBRC warranty
2R200 000 paid for
incomplete work.

Cheque bounced, no
response to contacts.

Manuels Construe- 261
tion T/A Alby’s
Construction

Tanas Building
Construction

Nisele Property
Developers—T/A
Comfort Properties

ME Motaba
Projects CC

Pro Builders T/A
Rand Construction

526

1081

529

122

Jan Mahlangu 1895

Builders

A further two contractors have been given
notice of cur intention to cancel their
registration unless they satisfy our com-

Numerous large scale
judgments. +R1 mil-

lion exposure.

Bounced cheque. No
response to contacts.

Bounced cheque. No
respense to contacts,

Bounced cheque.
Unco-operative.

Fraudulent vse of
NHBRC registration
certificate, forged to
obtain bond from
bank not willing to
Yend under his real
name.

Bourced cheque. No
response to contacts.

4, Plaints within 22 working days.

LT
a
L]
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QUESTIONS
tIndicates translated version.
For written reply:

ZZ

Oil pollution of South African coastline

407. Sen E K MOORCROFT asked the Minister
of Enviranmental Affairs and Tourism:

(1)} (a) How many shipwrecks or instances of
the spillage of oil from ships resulting in
the pollution of the South African coastline
occurred during the period 1 January 1990
and 30 June 1996 and (b) in each case, i)
what was the (aa) name and (bb) national-
ity of the ship involved, (ii) what were the
circumstances surrounding the oil spillage,
(iii) what quantity of oil was spilled, (iv)
what was the extent of the damage caused
to the environment and (v) what was the
cost of the clean-up operation involved;

(2) whether any (a) action has been taken
against and/or (b) expenses have been
recovered from the ships concerned: if not,
why not; if so, what are the relevant

details?
S690E
The MINISTER OF ENVIRONMENTAL AF-
FAIRS AND TOURISM:

(1) (a) For the period 1 Janvary 1990 to
31 December 1995, the Kuswag VII
(the Departmental patrol aircraft)
spotted a total of 330 oil slicks. For
the same period, another 319 spills
were reported to us by other parties.

{b) () Inthe majority of cases it was not
possible to identify the source of
the spill. Of the 330 slicks
sighted by the Kuswag VII, for
example, only 83 (+25%) were
linked to particular vessels.
Available details are provided for 4
1995 in the attached table.

(il)/(iii) In most cases, the volumes of oil
involved were relatively small
(less than one tonne), and were
probably the result of illegal dis-
charges of bilges. The only sig-
nificant exception to this for
1995, was the spiflage of some
70 tonnes of oil from the Hawai-
ian King into Saldanha Bay. This
occurred as a result of an unde-
tected leak into the ballast water
tanks from the pipe through
which oil was being loaded to the
vessel. The contaminated ballast
water was subsequently dis-
charged into the bay.

(iv) The environmental damage
caused by minor slicks at sea is
negligible, but where spills im-
pact on sensitive areas of the
coastline, damage can be more
significant. OF greatest concern,
are the cumulative effects of a
series of spiils. In the case of the
Hawaiian King, the oil affected a
number of birds, and penetrated
into Langebaan Lagoon.

(v) For the Hawaiian King, the
clean-up operation cost in the
order of R3 million,

(2) (a) Where the ship is identifiable the

following actions can be taken:

(i) I the vessel is not coming into a
South African port, then a notifi-
cation is generally sent to the
International Maritime Organi-
sation and/or the port of registry.

(ii) Where the vessel does enter a
South African port, it is pros-
ecuted. A list of successful pros-
ecutions for 1995 is attached.

(b} The costs of the clean-up for the
Hawaiian King incident are currently

being processed by insurers.
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Edward West

THE value of civil engineering con-
tracts at the lower end of the con-
tracting market has slumped in the
past few months following a dearth
of work from local authorities.

SA Federation of Civil Engineer-
ing Contractors (Safcec) statistics on
contract awards worth less than
R6m each, showed contracts’ value
had dropped from R150m in July toa
fow million rand in September. The
figures were derived from a survey of
about 3 500 civil contractors.

Safcec economist Henk Langen-
hoven said this represented a com-
plete turnaround from previous
trends. Traditionally, the value of
contract awards increased from July
as June represented the financial
year-end of most local authorities.

" Loecal authorities provided the

bulk of contracts awarded below
R5m. In March these contracts made
up 60% of the industry awards.

He did not expect short-term im-
provement regarding problems local

authorities fa'ced in delivery of infra-
structure and other basic services,

A Institute of Municipal Treasur-
ers and Accountants report showed
the poor financial situation of local
authorities. More than R5,25bn was
owed to local authorities by recalci-
trant consumers, representing 25%
of the authorities’ total turnover.

Central government grants in-
tended to assist the poor were being
uged tobalance budgets.

Buginess confidence had im-
proved among civil engineering con-
tractors, but medium to small con-
tractors were still experiencing low
activity levels.

Most civil engineering activity
was currently being derived from
road construction, the water and
forestry affairs department and
from the private sector — contract
market segments traditionally
catered for by large civil engineering
groups, said Langenhoven. .

Overall, the number of contract
awards declined in the first quarter
compared to the same period a year
before. It had grown more than a
third in the second quarter, mainly
due to a number of contract awards
from the Saldanha Steel plant and a
few road contracts. .

The expected contract award lat-
er this month of the Maputo corridor
toll road and other awards were ex-
pected to boost overall industry ac-
tivity levels for the year. However,
these would be relatively low com-
pared to historical levels, he said.
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JOHN SPIRA

DEPUTY EDITOR

Johannesburg — Construction
group Stocks & Stocks has
clinched contracts worth more
than R400 million in the past
month, an achievement which be-
lies a halving in the share price
since the beginning of the year.
Biggest. of the new contracts
id the R155 million:extension of
the terminal facilities at tho‘Jo-
hannesburg Intefnational Air-
port, where the group is already
building South African Afrways'
new R70 million headquarters,

. Other large contracts recently
concluded include a R60 million
for extensions to the Brooklyn
shopping centre in Pretoria, a
new R30 million contract for the
construction of* a new office park
in Rivonia, and a R12 million deal

Hospital in Rustenburg.
Cutside South Africa the
group bid successfully for the
government supplies building in
Gaborone, the project value of

400 |

for extensions to the Paul Kruger.
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which is R12 million. In Wind-
hoek the group has been awarded
a R130 million contract for the
new government office.

Other contracts have been se-
cured in the Gauteng and North
West regions in partnership with
emerging business contractors.

In the vear to April 30, Stocks.
& Stocks lifted@ earnings from
49,9¢ to 69,4c a share for a four
year annual compound growth
rate of 27 percent.”.

Stocks & Stocks recently indi-
cated that it planned to unbundle
its property and leisure interests
into Separate, listed companies.




million building they were
wotking on collapsed in
Pretoria North yestenday,

The area avound the partly E
collapsed huilding resembied ‘ >
a major disaster scene as more ol

P
ously “injored when a R75- & -

workers rapped in rabble that  cut through the rubble.

a  usecutting torches and remove removing scaffolding.
- chunks of stone to reach the Some workers managed to  of the cement siabs had not set - In May last year, the city
injured. One victim had to be  crawl from the robble of twist- propedy. He did not, however, council, after several wam-
t  given pain killers intravenouns- ed reinforced steel and buge want to confirm if that was the _ ings, obtained a court interdict
ly while the rescue operation  slabs of set concrete blocks  cafise of the accident. - i

hanging dangerously from the Sapa repoxts that the second  tion. “Even this court order

Assorted tools were usedto  three-storey bailding, building phase of the mall had  was not heeded,” Visser said,

wall to reach about two other  crete slabs and jaws of life to  détermined after tests had trofler Mr Dasn Visser told a
~ “been carried out. But it séemed *Press conference that building
was more than five metres The building, & new shop-  ds if the scaffolding had been -plans for the first phase were
*  ping mall, collapsed at about removed “too early”,
Emergency workers had to 9am while the workers were Du Precz said a prelimi- after construction started in
nary check showed that some  January last year.

- appro-ved only six months

* -prohibiting further construc-

workers conld still be trapped.  reach the injured. Emergency Police investigator Director not been approved by the Because the project was

Rescue workers had to  personnel used hydranfic ham-  Willie di Preez said the canse Pretoaia City Council,

. illegal, building work was

break down one section of a  mers, airbags to lift the con- of the collapse would only be City development con-  never inspectad in that fime,
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FACING MARKET wamra;s
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After the events of 1996, no-one would
blame CEO Graham Hardy for keeping
his fingers crossed that his first year in
office would not prove typical of his
tenure at the helm of M&R.

[ ACTIVITIES: Contracting, building materials,

transportand enginecring.

8 CONTROL: Sankorp 32,9%.

CHAIRMAN: D C Brink. CEO: G D Hardy.

B CAPITAL STRUCTURE: 346m ords. Market
capitalisation: R5 846,9m.

K9 SHARE MARKET: Price; I 690c. Yields: 2,9%

on dividend: 6,4% on earnings; p:€ ratio,

15,5; cover, 2,2. 12-month high, 2 850¢;

jow, 1 375¢. Trading volume last quarter,

I15m shares.

Year to June 30 93 94 "85 06
ST debt (Rm) 252 219 231 293
LT debt (Rm) 671 729 690 1051
Debt:equity ratio 637 026 018 032
Shareholders’ inferest 038 040 042 038
Int & leasing cover 58 5> 61 39
Return on cap (%) ii5 115 121 48
Turnover (Rbn} 678 72,77 928 1075
Pre-int profit {(Rm) 530 594 731 703
Pre-int margin {3) 78 76 719 65
Earnings {c} 1662 1081 1264 1087
Dividends (c) a0 420 470 485
Tangible NAY (c) 495 575 68 759

CompaANIES 147

gz Murray & Roberts
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0 n a 3
1985 SOURCE: I-NET 1996

The annual report leaves the impres-
sion that profits were under siege on
most fronts. The event that received the
most publicity — though, arguably, not
the most important in terms of the disap-
pointing group results — was the dispute
that erupted between Siemens AG and
M&R’s 71% subsidiary, Unjon Carriage &
Wagon (UCW) over the supply of rapid
transit train sets to Taiwan.

It resulted in the cancellation of the
contract between these two companies,
and the R160m provision that M&R
raised in its 1996 financial statements to
cover potential losses.

Though this was a severe blow, the fi-
nancial effects were largely offset by a
non-operating  surplus of RI27.4m
earned on the disposal of noncore activ-
ities. After the R7,7m deficit in 1995, the
turn here exceeded R135m, leaving the
combined effect of these two extraordi-
nary items as a R25m drain on pre-tax
profit (4% of the 1995 figure}. Damage to
EPS should have been limited to less
than 5c¢ or about a quarter of the actual
decline of 17c¢.

These effects were less damaging than
the R42m (18%) increase in the net de-
preciation charge arising from a much
larger fixed asset base and the R62m
{52%) leap in finance costs as net bor-
rowings doubled to R905m.

Both these, in turn, wete less impor-
tant than the amount “missing” from
profit because of thinner trading mar-
gins. Calculated before the UCW situa-
tion and non-operating capital profits,
the 1996 margin shrank from 7,9% io
6,8%. On a turnover base of R1 0,7bn, that
represented a profit shortfall of R118m.

From this it is apparent that the over-
riding factor behind M&R's failure to
achieve its forecast real improvement in
earnings was the continued decline in
the building and construction compo-
nent of gross domestic fixed investment.

This, in turn, meant the group was un-
able to benefit from additional capacity
installed in anticipation of an RDP-based

bonanza. Instead it has had to contend
with a business environment that has re-
mained intensely competitive.

it also adds perspective to the latest
{and continuing) restructuring and refo-
cusing programmes.

Clearly, what management hopes 10
achieve by telescoping the group into
fewer, more broadly based divisions is
enhanced profitability through more ef-
fective overhead recoveries and, possi-
bly, improved cross-pollination of exper-
tise within these larger business units,
but without diminishing its capacity to
respond when the building and con-
struction cycle turns positive — as it
must do at some stage.

However, the report suggests it would
be unwise to view this restructuring pro-
gress as a quick fix.

Chairman Dave Brink sees the group in
1997 “producing earnings and dividends
which will be more enthusiastically re-
ceived by shareholders.”

But Hardy cautions that despite the
significant increase expected in pre-
interest profit, bottom-line earnings. will
depend on the extent and timing of dis-
posals of noncore activities. This is an
obvious reference to the fact that almost
a quarter of last year's pre-tax profit was
non-operating income.

Still, management's continuing opti-
mism despite last year's setbacks has
probably helped support the investment
rating of the share.

Though the price halved between Jan-
uary and August before settling at
around R17, the market has merely
downrated M&R to parity with the indus-
trial Holding sector {on earnings multi-
ples). Last year it achieved a premium
rating when an 18% EPS advance was
taken as a sign that the group was break-
ing out of a three-year earnings plateau.

That assumption proved premature
but, clearly, there is still a wide body of
investor opinion that shares manage-
ment’s view that the group will perform
once more normal conditions return to
the building and construction sec-
tor. Brian Thompson
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R6.1-bn this year
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The to alne ofhuildings completed , .
during the first eight menths of 1996
increased by 12,8 percent or

R696,8 million to R6 149 million,
compared with the same period last year.

But the value of building plans increased
only marginally —by 2,4 percent or R290,2 mil-
lion to R12 475 million.

The largest increase in the {otal value of
buildings completed was reported in Gauteng
where 25,4 percent more buildings were com-
pleted during the first eight months of this
year, compared with the corresponding peri-
od last year. . '

"Large increases were recorded in complet-
ed townhouses and non-residential buildings
—R241,3 million and R183,5 million respec-
tively.

Large increases were also recorded in the
number of dwelling houses completed in Pot-
gietersrus, Port Elizabeth and Strand;, of
which the greater portion was for low-cost
housing. . - _ :

IniiBotgietersrus; 657 homes were complet:
ed, i Port Elizabeth 432 more dwellings and
in Strahd 367 houses:




Industry

Macoie Rowier
PROPERTY EDITOR

Cape Town — The property,
building and construction
industries have warmly wel-
comed the public works de-
partment’s Green Paper re-
leased last week, saying it
will usher in a new era of co-
operation hetween the pub-
lic and private sectors.
Brian Kirschmann, the
executive director of the
South African Property
Owners Association, said
the association had helped
the government before, but

this would be ].I‘St tlme
ANC government was ac-
tively seeking private-sector
participation.

He said the association
had formed a committee to
assist the public works
department, .

Ian Robinson, the execu-
tive director of the Building
Industries Federation of
South Africa, agreed with
him. “The recognition that
previous adversarial rela-
tionships between the de-
partiment and the construe-
tion industry have not been
conducive to economic

welcomes Green Paper
T (= )28 jio)qb

th and the paradigm
shift to co-operative ap-
proach is very evident and
we look forward to a co-oper-
ative and productive future.”

He said the federation
weleomed in particular the
director-general’s pian to cut
staff from 8000 to 3 000 and
hoped it would set an exam-
ple for other government
departments.

* He said, however, that the
emphasis on achieving
socio-economic objectives
would delay the delivery
process in the short term

and would ihcrease costs.
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buﬁdmg and' constmctlon sec:,
tor contmued w1th contrac-
tors I}I'Oflt margms under:
pressure as tendermg compe-
t1t1on mten51ﬁed ‘the- Bureaii,
£ Economlc Research sald in ¢

Iy ‘oulldmg actnhty resulted in
a keener tendermg enwron

than expected 1ncreasen 1n
buﬂdmg costs of . 8 o percent

. s P

bulldmg costs'to show an aver—
age’ 1ncreaserof 10 percent
against its’ initial forecast of
11 percent. Building actlvmes
of contractors were con-

1 &nd ayailability of finance, the

“.third quarter against a“year

. tended i mcreasmg employees

strained by a lack of demand
, for building work and the cost

bureau said.

" However, ho further s1gn1f
icant deterioration in condi-
tions was expected during the
fourth guarter hy either the
residential or non- resnientlal
sector '

* The outlook for sub-con-
tractors was less optimistie,
i Wlth the majority of those sur-
veyed reporting the volume of
work on hand s1gn1flcantly
y down in the third quarter and
y drther drop expected in the
fourth quarter,

Architects surveyed were
still experiencing a decline in
work volumes, Wwith a net
-18 percent reporting Wworsen-

ing business conditions'in the

4go. It appeared the declines
reported in the last fow quar-
ters were bottoming out, with
one percent indicating they in-

] ﬁe drop A

" ;year on-yea"' i’ the | thxrd. ]
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JoNATHAN ROSENTHAL

Cape Town — Tension is brew-
ing between the public works
department and the construc-
tion industry over some of the
policy recommendations con-
tained in a Green Paper on the
industry which willbe released
next week.

Lulu Gwagwa, the deputy
director-general in the depart-
ment, said yesterday that the
construction industry was
dominated by a few large firms,
had seen its productivity de-
cline since 1970 and had con-
tibuted to destroying the social

and political fabric of South
Africa.

Volatility in demand and
pronounced fluctuations in con-
struction had adversely affect-
ed investment. This had left the
construction and material sup-
ply sectors with insufficient
capacity to respond to an
upturn in fixed investment,
Gwagwa said.

The material supply sector
would take three to five years to
reactivate existing production
facilities to optimum eapacity

She attacked the industry’s
flexible form of production,
based on sub-contracting, to

Lolab
cope with the fluctuations in
demand, saying it had led
to a dramatic deckine in health
and safety standards and
productivity

Gwagwa said the Green
Paper proposed to support the
emergence of new contractors
to increase capacity.

The government also
planned to establish a construc-
tion industry development
board to integrate and promote
the construction industry, as
well as a construction enter-
prise promotion agency 10 pro-
mote and finance the develop-
ment of emerging confractors.

cises builders
>

Con e

vilﬁ;&-‘ o

But delegates fo the conven-
tion of the South African Feder-
ation of Civil Engineering eriti-
cised Gwagwa for the lack of
consultation on the new plan.

fan Robinson, the executive
director of the Building Indus-
tries Federation of South
Africa, said the industry had
not been consulted.

“We are told what is going to
happen and invited to ask ques-
tions. That is not my view of
consultation,” Robinson said.

An industry source also
attacked the notion the industry
lacked capacity, saying it had
considerable excess capacity.
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Industry welcomes plan

to revamp public works

Reports by @2) &

Lukanyo Mnyanda

THE building and property indus-
try has welcomed the proposed ré-
structuring of the public works de-
partment, saying it was the first
real signal that government recog-
nised the importance of ‘working
closely with tll;e private sector.

SA Property Owners Associa-
tion (Sapoa) CEO Brian Kirch-
mann said he was excited that
government had shown a “willing-
ness to form partnerships with the
private sector”.

The association, whose mem-
bers control about R150bn in com-
mercial and industrial property,
was looking forward fo using its
resources to assist government
with the development and man-
agement of properties.

Public Works Minister Jeff
Radebe last week published the
depaftment’s green paper, which
proposed & greater role for the pri- .
vate -gector in maintenance ser-
vices The department also
'I pledged to work more closely with

D

ficlab ~

the construction industry in prop-
erty development.

He said departments would al-
8o be able to source Fro erty and
the management of facilities ser-
vices from the private sector from
the 2002/08 financial year.

Kirchmann said privatisation
was likely to be added to the mix
at a later stage, and Sapoa wel-
comed the prospect of getting in-
volved in that as well. “We'vé been
knocking on the door for a long
time and we're excited with the
paradigm shift,” he said.

Building Industries Federation
of SA (Bifsa) executive director
Jan Robinson also welcomed the
proposals, especially the plan to
reduce department staff .from
8 000 to 3 000 as it should set an
example for other government
departments. !

obinson also welcomed the ac-
knowledgement that “previous
adversarial relationships” be-
tween the department and the
construction industry had not
been conducive to economic
growth.

“The shift to a co-operative ap-
proach is very evident, and we
look forward to a productive fu-
turein the new relationship.”

However, the emphasis on the
achievement of socioeconomic ob-
jeetives was likely to delay the de-
livery process in the short term
and would inevitably increase
costs, Robinson said.

The change in approach was
the most positive feature of the
green paper, produced by “a pro-
gressive department under young
and dynamic leadership”.

Association of SA Quantity
Surveyors president Koos Klopper
also welcomed the green paper,
but warned that successful down-
gizing could be achieved only
through the adequate use of pri-
vate sector expertise.

“It is important that alterna-
tive expertise be used to ensure
that projects initiated on behalf of
government are properly executed
and monitored, especially in view
of the extent of the downsizing en-
visaged in the department,” Klop-
per said.




CONSTRUCTION

- Builders on the scaffold

MaGGIE Rowiey

FROPERTY EDITOR

shortage of skilled labour is al-
Aready evident in the construe-

tion industry and will become
more severe as major projects get under
way. This will result in upward pressure
on building costs, warns Jan Kaminski,
the deputy chairman of Wilson Bayly
Homes/Ovcon and the chairman of the
newly merged group’s construction
division. S

Kaminski says most, if not all, con-
struction companies downsized during
the long recession, opting to sub-con-
tract work out when necessary

This has had a negative effect on in-
house training by companies, leading to
a shortage of managerial staff and fore-
men. In addition, many skilled people
have left the industry during the down-
turn and standards have dropped alinost
across the board, particularly with
regard to sub-contractors.

“The downside of using sub-contrac-
tors who, in turn, often employ labour-
only teams, is that they could let the
main contractors down and, if subject to
penalties, they might not have the cash
flow to survive, with the main contrac-
tors having to take the brunt,” he said.

While the shortage of skills is a
hatlonal problem, it will be particularly
severe in the Western Cape when a num-
ber of large profects pet under way Soon.

ercorn) 1ulab

“We have been waiting for this buiid-
ing boom for seven years. It now locks
like it is eventually going to start with
seven new hotels going up in one
precinct alone, not to mention any of the
Olympic-related contracts and hotel and
other developments elsewhere in the
city”

The timing of many of these con-
tracts, he says, will overlap significantly,
which will put great pressure on skill
resources in the industry

WBHO is expecting to pick up the

e «R140-million eotitkactfor three Southern.

Sun hotels on the foreshore in Cape
Town, for which it came in with the low-
est tender in a joint venture with
Grinaker

Kaminski says one of the major ben-
efits of the recent merger between Gaut-
eng-based WBH and the Cape-based
Ovcon is that the group's resources are
pooled and they can move to the place
where they are most needed,

The construction industry, 8ays
Kaminski, is undergoing a shake-up and
realignment, with medium-sized players
really being squeezed in a vicious
tendering market.

“The very competitive tendering and
increasing skills shortage in recent
years have resulted in standards drop-
ping. Some of the bigger clients have got
wise to this and have opted for selected
tender lists of contractors they believe
can cope with a large contract and do a
good job. Negotiations with favoured

(z)

contractors have also become more
common.”

He says that, through the merger,
WBHO is now among the larger players
in the market and is getting a bite at con-
tracts it was not in a position to bid for
previously,

The construction division, he says,
has a healthy grder book and was ahead
of budget for the year to June 30.

Among contracts it has picked up in
Gauteng are the new R100 million
Investec head office building in Sandton,

.the Holiday Inn Garden Court in East-

gate and the R60 million Hyundai motor
assembly facility in Gaborone.

Existing projects include the Motor
World at Northgate, additional major
work at Sun City, a clubhouse and lodges
at Leopard Creek in Malelane and the
new headquarters for MultiChoice
Africa as weil as the remodelling of Park
City Station in joint venture with associ-
ate company Rainbow Construction.

Its smallest division is KwaZulu
Natal, which is presently constructing
hospitals in Newcastle and Umbhlanga
Rocks and a number of reservoirs in the
province as well as undertaking refur-
bishment work for the Frame Group. A
joint development with Mark 2 of the
Athlone Hotel site will begin shortly,

Work on hand in the Western Cape
includes the Corex plant at Saldanha in
a joint venture with Stocks & Stocks and
Norwich on Main Office Park at
Claremont.




Fund to pa
‘outR18m

Robyn Chalmers

-THE national home
* builders registration
council’s warranty fund
" wouid have spent R18m
on rectifying shoddy
. workmanship by Febru-
‘ary 1999, leaving
R13,6min reserve.
The council recently
established a separate
warranty fund, ded
by a 1,3% levy on the
‘selling price of new
~flouses valued at under
“R250 000. While no legi-
timate claims against
the fund had been
nlpdge:]l, some were ex-
~pected soon.
~7 Council MD Peter All-
-80pp said at the weekend
~that nine contractors
. registered with the coun-
-cil had been blacklisted
“for poor workmanship
and financial problems.
‘The couneil antici-
' pates an escalation in
“the deregistration of de-
faulting and unco-opera-
tive contractors, mainly
“brought about by finan-
cialirregularities,”
- Allsopp said a con-
tractor grading system
would be introduced in
1998, whereby contrac-
tors would be given a
star-rating based on
their quality of work-
manship rather than the
quantity of homes they
had built.
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Builder, contractor

deals ‘a success’
Lukanyo Mnyanda G2 &b i 19 6

THE country’s established construction companies
have expressed satisfaction with the performance of
their joint ventures with emerging contractor's, say-
ing that they had already won some large contracts
and looked forward to even bigger achievements.

Grinaker Construction subsidiary Nare Grinaker,
a 50-50 joint venture with a consortium of emerging
coniractors, said it had secured contracts worth
about R23m gince jts launch last year and the order
book was growing “beyond expectations”, -

Joint MD Ken Leach said in the latest corporate
newsletter that most of the company’s work was in
Soweto, where it had recently completed a R9,5m up-
grade of hostels in Dobsonville and the construction
of a sports facility in Moletsane.

It had also completed a R12m contract for refur-
bishment of a hostel in Meadowlands, converting 600
single units into family units. The co%pany had also
won a R700 000 contract from the United Cricket
Board of SA for the construction of a cricket change
room and ablution facility at Kagiso sports centre.

Leach and joint MD Moges Molefi said Nare Gri-
naker looked forward to a period of further growth,
with planned projects including retail developments
inMeadowlands, Dobsonville and Protea N orth.

Basil Read also said it was satisfied with Armac,a
joint venture with project managers Amsa and the
Atlantis & Distriets United Contractors, which had
won the R173m contract for the design and construc-
tion of the Malmesbury Prison in the Western Cape.

Armac had achieved the highest RDP score. and
lowest tender price when it was awarded the 11-
month contract for the 46 500m? medium and maxi-
mum security facility for 1 000 prisoners.

Mwrray and Roberts community construction
head Chris Cudmore said the divigion was satisfied
with progress in its joint ventures with emerging con-
tractors, but Gauteng lagged behind other regions,

Group 5% building division placed value of joint
projects with black contractors at more than R200m.
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‘ ':'450 bullderé in
Western Cape -
‘reglster with

natloezsl council
PRoperry MR- AL 1ef. (4] (96

A total of 450 Western Cape builder’s have
registered with the National Home Builder’s
Registration Council. Applications were
received from 544 builders in the region.

None of the 11 builders that have been blacklisted
are from the Cape, although one large company is
being investigated.

-Managing director of the council Peter A]lsopp
declined to reveal the name of the company until the
investigation had been completed.

A council official had visited Cape Town yester-
day to mvestlgate complaints agamst the company,
he said. -

“At a media briefing yesterday, Mr Allsopp said it
was council policy to publish the names of the com-
panies that had deregistered and to supply the
names and sponsors behind the company.

“I'he council was established in June 1985 to
ensurethat building standards were upgraded in
South Africa and that homeowners were protected
from ﬂy—by—njght operators.

- Itis anon-government, non-profit section 21 com-
pany and was established following complainis of
shoddy worksmanshlp from consumers which
resulted in bond repayments being withheld.

It.was one of the mechanisms put in place to
encourage banks back into providing finance in the
low-cost housing market. .

The Asscciationof Mortgage Lenders, the repre-
sentative body of the banks, and the council have
agreed that as from February 1 this year, bond
finance will not be given on new houses of R250 000
or less unless a warranty certlﬁcate is provided on
the building.

Warranty certificates can only be issued by regis-
tered builders who.are obliged to comply with the
council’s building stahdards and guidelines. In
terms of thie warranty, builders have to provide a
five-year warranty on the structure of the house.

Mr Allsopp said a revision of the standards and
guidelines was underway so that a warranty could
be provided for al! new homes. ‘ '

It was possible that the current 1,3 percent levy,
which was payable by the homeowner, could be cal-
culated on a sliding scale in the higher priced home
bracket.

On the finances of the council, Mr Allsopp said
the company no longer required overdraft facilities
or guarantees from other building industry organi-
sations.

It had also established a warranty fund which
would support the councﬂ conciliation and arbitra-
tion services:throligh an indemnity fund.

This fund would be available t6 finance the recti-
fication’of; defects where registered contractors
failed to meét their obligations to consumers Mr
Allsopp said.
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Government policy.
roaoﬁ_m construction

Robyn Chalmers

BOTTLENECKS in the delivery of housing and
infrastructure services continue to bedevil the
construction sector, with concerns focused on
market uncertainty over government’s RDP,
housing and public works policies.

A teport from a recent workshop to discuss
the problems facing the constructioni industry
found that investment was not taking place at
anything like the levels needed to sustain com-
paniesin the sector.

The report, compiled by SA Federation of
Civil Engineering Contractors economist Henk
Langenhoven, found that investment levels in
the industry were approaching the same low lev-
els lagt experienced in the 1991/92 recession.

“These low levels have mainly been because
of insctivity from our main client, government,
which is u.mmmgmmzm for 90% of the civil engi-
neering market,” the report said. “The private
sector has, in many cases, put their money
where their mouth is and kept investing.” 3

The report said contradictions in policy sig-
nals from different departments were also of
concern, although some departments — such as
transport, water affairs and public works —
were succeeding in putting out contracts. The

. ity to implement
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housing department was struggling to get i
programmes off the ground, largely due to poor:
capacity and little co-operation from stakehold-
ers, aithough there were recent signs of
improvement.

e infrastructure portion of the RDP had
fallen under the constitutional development
department, but viable urbanisation was largely
dependent on housing with services.

“The result is that services provision is con-
tinuously declining as a portion of pur market,”
the report said. .

There was an urgent need to sort out the pol-
icy contradictions mﬁgmwgnm from different de-

artments, to ensure that the industry did not
ither away”.

There was an oversll drive to bring delivery
down to the lowest level of government possible.
While this was mﬁﬂwo?mm_ the problem of capac-

ousing projects was a major
bottleneck.

Community-based contracting could lead to

.} the loss of construction capacity — when con-

tracts went to communities the amount of work '
available to losing companies diminished.

“This must be seen in contrast to the clear
capacity problem among communities to do the
contracting required,” the report said.

Agricultural union
rejects ove
Louise no%%

&0 Isulab

THE Transvaal >m_ln&w5.& Un-
ion yesterday rejected moves by
Agriculture and Land Affairs Min-
ister Derek Hanekom to give “ar-
tificial” tenure gecurity to people
not actively employed on farms.

The union said the planned
laws would jeopardise farmers’
property ownership rights and
rights as employers, upset labour
relations in agriculture and ham-
per food production.

“Service contracts between far-
mers and workers provide for
worker accommodation on the
farm linked to conditions of ser-
vice. It is obvious that a worker no
longer employed on the farm, has
to find another home — asin every
other sector of the economy,”

The union eaid unemployed
people were not entitled to artifi-
cial claims to farm land,

Meanwhile, draft legislation on
tenure security was being pre-
pared by the land affairs depart-
ment. Land affairs spokesman
Maurice Smithers gaid the tenure
gecurity laws were urgent, but the
department was careful not to cre-
ate inappropriate measures,
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Tnewly formed buﬂdmg defects
warranty scheme are expected to
ul | ltop Rifumillion .over: the next. 26 (

months, Peter Allsopp, the chau"
.man- of ..the  National Home |}
Builders- Registration Council, {-
gaid this week.

The warranty” fund was
formed in February this year to
protect consumers and covers all [
. houses up toR250 000 built by
companies:Tegistered with the
councll
|l Compames have to register

¢ W1th the council o qualify for

-| "bond finance fom banks, | _

. Allsopp sald no claims had yet
been lodged with the councll
because it took time for defects to
manifest themselves. S

These were expected: to*start
filtering through-shortly and, ac-
cording torthe couricil’s financial
modelling, were expected to total | -
117,68 million by February: ‘1099,
. The warranty fund, Me said,
was planned to be extended to
houses -costing more) than
“R250 000 by mid-1997 once councﬂ
guidelines and standards for this
.gector of the market had been
drawn up. This move has been
strongly opposed by a number. of

:stakeholders in the mdusn-y,
'cludmg the Building Industnes

» Federation of South Africa: i+

Last month the council puib-

lished a list of nine contractors
who had been delisted following
various complaints against the
companies and in some instances
ﬁnanc1a1 irregularities.
%, Allsopp said a 10th contractor,
J Mahlangu of Gauteng, had now
been deregistered after’ his
¢heque to the council had
bounced and “He had+been un-
w111mg or -unable to ¢o-operate
With'the councﬂ” wi ¥
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‘real grow

THE building and construction industries
have again weathered a difficult year but, ev-
er optimistic, builders are forecasting a better
year in 1997.

Bureaucratic bungling and a lack of
progress on reconstruction and development
projects were cited as constraints in 1995, but
there was hope that improvements would
come into effect in the current year. By all
accounts, this has not happened.

Ian Robinson, executive director of the
Building Industries Federation of SA, says the
industry will achieve a,growth rate of about
5% for the year compared with forecasts of
about 10%.

Ian Strickland, president of the SA Asso-
ciation of Consulting Engineers, says 1996 was
not a particularly good year for the industry.
There has been increased pressure on firms to
reduce fees and the government has taken a
long time to get its administration in order.

But both are cautiously hopeful that the new
year will bring some improvement provided
crime and violence ean be contained.

In his last annual report, Graham Hardy,
chief executive of Murray & Roberts, said of
the crime wave: “I believe it is necessary to
record our deep concern at the further break-
down in law and order in our country.

“We need the confidence of all South
Africans, as well as that of long-term inter-
national investors, if we are going {o achieve
the necessary growth targets. This confidence
is not helped by the near anarchy that exists in
many areas of our land.

“p strong hand is needed now from the high-
est levels of government to stamp out activ-
ities which threaten to destroy our society.”

Apart from the disruptive impact of crime
on housing development, rising interest rates
put a further dampener on RDP projects, al-
though there is hope that next year will finally
see the beginning of real expenditure.

The building industry has been waiting for
the low-cost housing system to kick into gear.
Robinson forecasts a possible marginal in-
crease in interest rates next year which should
eonstrain growth, bui housing development

Low-cost housing will
‘lay the foundation for
th in building:

G2) eTwMeg/n]9b

CONSTRUCTION
BY DON ROBERTSON

should nevertheless begin in earnest.

The further possibility that interest rates
could decline by as much as three percentage
points towards the end of the year could put
the industry back on track, with growth of up
to 10% in both 1998 and 1999

As long as Cape Town remains a bidder for
the 2004 Olympics and tourism maintains its
growth, additional construction can be ex-
pected. Should the industry expand as expect-
ed, a shortage of management could become a
problem.

Once projects such as Alusaf and Columbus
are completed, the construction industry will
be more dependent on work from central gov-
ernment and local authorities.

In the last seven or eight years, the con-
struction industry has relied on government
for almost three-quarters of its business. To-
day the figure is higher. A problem, however,
has been the inordinate time taken by gov-
ernment to redesign its administration pro-
cedures and train suitable civil servants.

“Many of the experienced civil servants
have taken early retirement and new people
have been appointed,” says Stricklard, “Many
of them, especially those newcomers in local
government, have little experience in admin-
istering construction projects and need assis-
tance. The consulting engineers' association is
facilitating the secondment of staff from its
members to certain government departments
which have requested this.”

The association, as part of the Alliance of
Development Professions, has developed good
working relationships with the departments of
Public Works and Transport. These depart-
ments have shown an enlightened approach to
implementing policies of empowerment and
capacity building without saerificing compe-
tence and experience, says Strickland.

The Public Works’ pilot roster system, with
all its shorteomings, is the product of effective
consultation between government and the pri-
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vate sector and represents a vast improve-
ment over the scheme initially mooted.

The association will also embark on a cam-
paign to inform new decision-makers, partic-
ularly at local government level, of the cri-
teria which should be considered when
appeinting professional consultants.

Strickland is, however, hopeful that RDP
projects will improve in the coming year,
especially in the Western Cape.

Brian Holmes, president of the SA Feder-
ation of Civil Engineering Contractors, echoes
Strickland’s concern at the lack of skills at
provincial government level, citing the East-
ern Cape as being understaifed. He is hopeful,
however, that next year will bring some im-
provement after a disappointing 1996 with the
rest of Saldanha Steel, Huletts Aluminium and
major road works on the N4 and N3 likely tobe
awarded.

The civil engineering industry is operating
at about 70% of capacity and has sufficient
skills available to meet any increase in de-
mand. Should the market take off, however, a
shortage of staff at foreman level could be
experienced, he says. -

The building sector is more private-sector
oriented and with a reasonable level of con-
fidence evident, better resuits can be expected
in the years ahead.

Strickland also believes that if South Africa
is to avoid sinking into a third-world economy,
the government must reduce short-term con-
sumer expenditure and increase the develop-
ment of suitable infrastructures.

“It is egually important for the government
to set aside funds to carry out maintenance on
the infrastructure which already exists. Time-
ly expenditure on maintenance can avoid the
need to spend larger amounts on reconstruc-
tion,” he says.

At the annual convention of the Interna-
tional Federation of Consulting Engineers in
October, vice-president Steyn Laubscher said
the substantial decline in investment in in-
frastructure since 1980 had been accompanied
by a corresponding drop in gross domestic
product per capita.
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Tender reforms ‘help

_black

THABO LESHILO

Johannesburg — Small
black construction com-
panies were benefiting
from the government’s
changes to tender and
procirement procedures
to award black companies
public tenders, Josh
Nkosi, Makhosi Con-
struétion’s managing di-- §
« rector, said yesterday .
But he said large [
amounts of credit were ‘§
not available to the newly
formed black construc- -
tion companies and dis-
crimination was still rife [
among some 'large
construction and devel-
opment companies.

1 structlon

He said Makhosi Con- PAVING THE WAY Josh Nkosz,
struction, a small black- Makhosi’s managing director; is succeed-

ovwned building and ¢ivil jng despite discrimination
englneermg company, wooproor

had made a name for it-
self in the multibillion-rand con-
struction industry through the
government's reconstruction and
development programume.,
Established in June 1994,
Makhosi was involved in projects
worth about R52,6 million and
has completed contracts worth
R10 million. Nkosi ‘expected a

PHOTE JOHN

turnover of about R50 million in
the next financial year. The com-
pany is in parinmership with Con-
cor, the construction company.

Nkosi said the company has a
50 percent share of a R43 million
contract for the building of low-
income houses for the public
works department.

1




LAST month'’s one percentage point
increase in interest rates coupled
with the decline in business confi-
dence will have a severe effect on
the building industry next year.

Hopes of a 10% rise in building
volumes this year have been thwart-
ed, and Ian Robinson, executive dj.
rector of the Building Industries’
Federation of SA says the real in-
Crease will be about 5%,

He believes the adverse business
climate, plus the weak rand and the
government’s lassitude on eXchange
control regulations, will stall the in-
dustry into zero growth in 1997,

He is, however, more optimistic
ahout 1998 and 1989, when growth of
8% is expected,

It is ex
will fall b
fore the Bu
percenta,

C
figu
Serv
nine months
plans passed
R291-million to

pared with the same period in 1995, price range. Mass housing could add

By DON ROBERTSON

h show that in the first

Building s&t for gy in 1997

(f12
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More significant is the 24% or

CONSTRUGTION
' DON ROBERT=n R155-million decline to R6,5-billicn

in the value of residentjal buildings
pected that interest rates passed. This, says the CS8,
one percentage point be-  capge of the R420-million drop in the
dget and by a further two value of townhouses ang flats.

ge points before year-end. In contrast, the value of homes
ompounding these problems are rose R71-million and non-residential
res from the Central Statistical buildings by R343-million.
Robinson expects between 50 000
of 1996, total building  and 100 0gp homes in the Ri5 00¢
rose by a mere 2,1% or range to be completed nex

is be-

t year,

R13,9-billion com- with a further 50 000 in the R65 000

a real decline in valyes, a further 40 000 to 89 000 homes,
Actual declines in building pro- “What the authorities need to do,
jects approved were recorded in though, is bite the bullet, speed up

Kwazulu Natal and the Free State, Privatisation and relax exchange
worth a combined R60%-million. controls,” he concludes,

£




* ~“MAGGIE RowiEY

*-Cape Town — The building and
construction industry will get a
significant boost from the RDP
waamEm programme next vear,

e ing between 8 and 9 percent, the
" wEEEm Research Strategy Con-
. mﬁgm Unit said on  Friday:

‘Llewellyn H_mcﬁm:ﬂ:m execu-

= tive director.of the independent

,ﬁmw activity in the indvstry ris- -

wmmmmﬂor group, said in his

fourth-quarter, survey of the in-
dustry that the sector was likely
to umn,oqE far ahead of general
expectations.

He' said.that though the ma-

_jority of noﬁwmgmm surveyed

were positive ahout activity for
next year, expecting growth of up
to & percent, these expectations
werebased on the perception that

- “the number of RDP houses being

built was fairly low and that the

“endorsement of the RDP by busi-

-

ness was lukewarm.

“However, the reality is that
the RDP housing programme is
gathering momentum and it is
expected that about 30 000 afford-
able houses in the price range of
R30 000 to R65 000 will be built i in
1896 and about 40 000 to 50 000 in
this price range in 1997, Lewis
said.

. He said Hﬁ was mxumo_nom ACCess
soca be created to a further
185 000 to 200 000 affordable hous-

ing opportunities smﬁ year.

“Some of these opportunities
will be based on a combination
of core housing and self-help,
but the majority will result in
self help housing solutions,” he
said.

He said access to 1,8 million

affordable housing opportunities
was expected by the turn of the
century. Of that figure, about
130 006 would be in the cost range
of R35 000 to R65 000, 190 000

‘ ,@&@Q

u 2|1
socE cm in Eo co§t range of
R20 000 to R85 000 and just over a
million wouild be in the cost
range below R20 000.

Leiwis said that chmmw the

_bulk of new housing would fall in -

the selfthelp, range,.activity.
would w,mum_mﬁm into growth in
the, ,cEEEm industry and would-

, add to the. growth expected in the

more qm&ﬂob& markets.
“Therefore, we believe that
total growth in the industry

w_w_ _uocm# |

SzE wm ngmmz 8 mE_ 9 percent,
with the affordable housing
segment, contributing between 3
and 4 percent of this.growth.”’
Lewis warned, however, that
there were many problems
' Which could: inhibit growth of
this magnitude, including the
high level of crime, ahd the loss
of adminsitrative efficiency in
-the public 'service and-local au-
thorities because oH. mm.n.Emnqm
action.
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Grincon will become ‘one of
top four construction firms’ 7

Lukanyo Mnyanda @) %D

ELECTRONICS and construction
group Grinaker Holdings’ unbundling
exercise, which sees the separate list-
ing of its construction arm today, was
likely to unlock value and create one of
the top four construction companies in
SA, analysts said.

The group’s failure to provide an
earnings forecast for the new company
— Grinaker Construction (Grincon) —
made it difficult to forecast a share
pricé, but the consensus was between
860¢ and 870c a share, based on his-
torical performance.

Grinaker, an Anglovaal subsidiary,
is ‘one of SA’s largest construction
groups with a turnover of almost R2bn
for the year ended June and a market
capitalisation of RB67m based on Fri-
day’s R24,80 share price.

4
Z | 12 An Jicor Holdings MD Jack Satiléz
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said that the holding company’s 81%
stake in Grincon and a part of its hold-
ing in Grintek (10%) would be dig--
tributed to shareholders. L
The construction division would'bé *
listed in the building and constructioit”
sector, with Grinaker being tratis~
ferred to the electronics_ sector. Griv
naker shareholders would retain their
shares and receive 102,2754 shares i
Grincon and 60 Grintek shares for &v-'
ery 100 Grinaker shares, Sk
Analysts were bullish about Grin-
con’s prospects, with some saying.the -
consiruction side had been underval=;
ned “The electronics sector has stélen:
gome of the limelight and the iTA-"
bundling will unlock some value on the:
construetion side,” an analystsaid.’ -
Crincon increased pre-tax profit-
17% to R40,2m in the year to June. * * -
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concerned, survey

Builders

Lukanyo Mnyan;{la)a ‘Pj ~ " 9 L

BOTH emerging and established
building contractors perceived the
first two quarters of the year to be up
to 5% better than conditions last
year, but they had serious concerns
about key areas of their operations.

The BMI building research strat-
egy unit’s fourth quarterly survey al-
go found that the decline in confi-
dence level dating from last year’s
fourth quarter had largely been con-
tained, with about 56% of the 121 re-
spondents expecting improved condi-
tions over the next year.

BMI executive director Llewellyn.
Lewis said both emerging and estab-

lished contractors were concerned
about building materials prices,
which they believed were increasing
faster than the inflation rate.

The survey showed 44,1% of
emerging sector respondents thought
materials’ price increases were above
the inflation rate, as did 35,6% of the
established contractors.

“With the latest inflation figures
at just more than 9% ... the respon~
dents would expect material prices to
increage by no more than 10% a
year.” But the price monitor of actual
costs had shown prices of materials
for a 42m? “affordable house” had ri-
sen only 4,4% since last December.

Another factor which had harmed

- -F*:fﬂ\"."r"“-;'»ﬁ P e e e
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shows

confidence was the perception that
the country had not achieved much in
its quest for peace and stability.
These views showed the impor-
tance of curtailing crime if SA was to
become a winning nation and achieve
the growth levels envisaged in gov-
ernment’s macroeconomic strategy.
Perceptions that government was

. making progress towards privatisa-

tion and that SA was establishing a
culture of democracy and a strong en-
trepreneurial _spirit had helped
counter some of the negative feelings.
Local authorities had to be em-
powered to become more effective in
imglementing government_policies,
or development would not take place.
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Robyn Chalmers

HOUBING developers warned yester-
day that new lending criteria to be
introduced by banks for mortgages on
danuary 1 could affect the delivery of
low-cost housing severely.

The Natijonal Association of Home
Builders (NAHB) and SA Residential
Developers’ Association said the crite-
ria could lead to 80% of the 60 000
houges facilitated by private develop-
ers a year not being built. Both asso-
ciations said banks had not consulted

SALDRU LIBRARY

developers, government or consumers.

The new criteria, which include
amendments to the home loans sub-
sidy formula for public servants and
lower income bracket buyers, mean a
wmumob who previously qualified for a
oan of R85 670 over 20 years would
qualify only for a R0 000 loan.

NAHB president Victor Booth said:
“This will result in Emu% private sector
developers being forced to close their
Mooum. further frustrating housing de-

very.”

However, President Nelson Man-

ATIMES MEDIA / PUBLICATION
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New rules for loan subsidies could hamp

dela yesterday recommitted govern-
ment to delivering a million low-cost
houses by 1999, saying the housing
programme was visibly under way.

KRecent government statistics show-
ed 169 000 houses had been built or
were under construction between Oc-
tober 1994 and September this year.
This meant 28 000 homes had fo be
built each month to meet the target.

At the launch of the Protea Glen ex-
tension 11 project in Soweto, Mandela
said it was inevitable that there should
be a slow start to the housing pro-

er o_mkmawo_u

m.EEBm. “There were fany inherited
problems to overcome. Capacity and
skills had to be developed, consensus
on policy had to be forged (and) demo-
cratie government — including local
authorities— had to be established.”
Mandela said the housing ministry
was likely to have spent its budget by
the end of the financial year, and
rolling over funds was becoming a
thing of the past. Free State, Western
Cape and Gauteng had spent their
budgets, and more provinces could do
so by the end of the Mbmbﬁmu year. The

E_mma warn

& Em@mumm was to turn this flow of fund-
inginto bricks and mortar.

The number of subsidies released
nationally each month had risen to al-
most 6 000 from 500 last year, which
meant about 30 000 people were ben-
efiting from the subsidy scheme.

Mandela said a partnership be-
tween government and developers had
turned the R1,3bn Protea Glen into a
housing project accessible to people
earning less than R40 000 a year.

Picture: Page 3




2 LV VP

Building industry “leane d fif

THE SA construction industry had
emerged healthier from tough times in
the early 1990s and was poised to bene-
fit from an expected upturn, a report
from European credit rating agency
IBCA:said. -
v'Theindustry had stagnated and
many ,iconstruction firms had been
forced to launch radical restructuring
programmes. However, IBCA said
most companies had emerged leaner
and fitter.
“Most of the groups in the industry

r
are ... we ositio?e to l'jfze%t’ 1? t%e

expected improved conditions materi-
alise, and similarly better able to with-
stand adverse market conditions.”

Available data showed that invest-
ment in real terms in the industry was
set to grow 3% this year.

IBCA said that government funds
for infrastructural development were
now beginning to come through and
should boost the sector in the short-
term after being tied up due to bottle-
necksin the delivery system. E

Local building firm
T .were - also-.starting isto-
spread’ their. wings over-
,seas."But recent: unex-
pectéd::losses or lowér |
.earnings - from’' compa- -
'nies such as. Group Five.
showed. -that the" ¢on-
' struction“industry was
'stil] volatile and carried
high risks: — Réuter,’

e
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MORE THAN A CABIN
el 20121906

with plots alone cO ting R350 000-
R450 000, the soon o be launched 19-
unit Cloud Nine Village —ona 6,5 hasite
between George and Knysna —isno hill-
pilly scattering of log cabins. Timber
homes are going upmarket in SA and,
and whether for permanent or holiday
use, demand is growing.

T&B Loghomes MD john Tanner, who
marnufactures SA pine 1og homes and
who's developing Cloud Nine, says that
though exports still provide 55% of sales,
demand is growing by 30%/year.

Log cabins have been bought tradi-
tionallyin SA for holiday homes and built
at resorts — for example, at Hogsback
and Highgate in the Eastern Cape. But
they are being increasingly used as pet-
manent homes.

Though construction costs in 8A are
not less than bricks and mortar, erection
is four times faster. That, 5ays Tanner, is
because components arc pre-engi-
neered and packaged — on-site work is
confined to assembly.

The new "slot-in system” — patented
in 52 countries — eliminates many of the
usual problems associated with timber
construction, such as the need for ex-
pensive, skilled and rare artisans. Hence
T&B's exports to 12 countries — in
Africa, Indian Ocean islands, Holland,
Malaysia, Thailand and New Zealand. In
some of these, says T&B director Clive
Buttner, their log homes are cheaper
than using conventional building meth-
ods — despite the transport costs. Tan-

PRoOPERTY 39

ner expects to add three-four new exp ort
markets eachyear.

«gp timber and wood technology is
among the best in the world,” Buttner
says. “The houses are built from selected
pine logs grown in the Knysna area,
where new plantations ensure adequate
supply.” R
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THE way Back? (22
20 / 121

The anticipated investment growﬂg
. construction works will be leg by the
' public sector due to the high priority be-

Ing accorded social upliftment, develop-

ment projects and the backlog of state

Investment in public works,

This prognosis for the construction
Sector was released last week by the
European credit rating agency lbca, If
true then one wonders where the cash is
g0ing 1o come from? As Ihca itself ad-
mlts_, “ways are being sought by the Civil
Engineering Advisory Council of un-
blocking government funds as the indys-
try, which has declined in the past
decade, is now Operating at 70% of its ca-
Jiacity and only 60% of its 1984 capac-
ity.”

It adds available data so far shows in-
vestment in real terms in the Industry is
set to grow 3% in 1996, after five years of
recession.

In the same breath, Ibca says due to
depressed local conditions, companies
are “increasingly obtaining work in
neighbouring countries or offshore ”

Growth opportunities are being ex-
plored in Africa and to a lesser extent in
the newly industrialiseq countries of
Asia and the Middle East,

The agency also says recent unex-

1 bected losses or drops in earnings from
Companies like Group Five show the

FINANCIAL MalL Decemser 20 - 19;6
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construction industry is still volatile and
carries high risks.

“Major unanticipated losses or dropsin
earnings during the most recent finan-
cial year by some companies indicate the
inherent volatility and high business rigk
associated with the industry.

“Nonetheless, the general trend has
been one of gradually strengthening bal-
ance sheets and modest improvements
In profitability,” the agency adds.

However, Ibca does back up its fore-
cast with some telling facts. It says one of
the more €ncouraging aspects of the
“economic recovery” has been the strong
performance of gross fixed investment —
up 9% and 10% respectively in 1994 and

1995,

This follows a decline in real terms for
the four years to 1993,

“Building and construction, constitut-
ing 33,6% of GDFI in 1995, however, did
not share in the growth in overall invest-
ment in the past two years, declining 1%
inboth years.

This translates to a contraction {in real
terms) in fixed investment in building
and construction for five consecutive
Yyears from 1991 to 1995~

But Ibca goes on to add that based on
figures for the first two quarters of 1996,
there has been a turnaround, with annu.
alised and seasonally adjusted growth of
3,1%.

It sees road construction as undergo-
ing a buoyant period with prospects
looking good as large contracts — the N3
toll road (R1,2bn) and the Maputo Corri-
dor (R1bn) — being a reflection of this. It
also warns that local companies could
face growing foreign competition, nam-
ing Bovis Construction, Taylor Woodrow
and Redland as showing more interest in
the SA market.

“The expectation is that 1997 could be
the fitst year of mass delivery of low-cost
housing. It is estimated that the rollover
of unspent RDP funds amounts to as
much as R10bn, with around a third of
this specifically related to housing.”

Heartening sentiments indeed and if
proven true will do much to encourage
the beleaguered sector which has seen
radical restructuring. m
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Healthier outlook for buildin

1983 1980 1995 1996 1997

BER Bt

Samantha Sharpe

CAPE TOWN — The outlook for
investment in ecivil engineering
projects, which suffered a sharp
contraction in the past decade,
was hetter than any time for five
years, the Bureau for Economic
Research (BER) said in its latest
quarterly analysis of building and
construction activity.

The Stellenbosch University
research unit said real fixed in-
vestment in private and public an-
thority engineering projects —
public sector investment repre-
sents the major source of capital

&)
formation — were expecte in-

crease 10,8% and 7,5% respective-
ly next year, with total real invest-
ment growth forecast at 9,6%.

“Notwithstanding initial utopi-
an beliefs that low-income house-
hoids should be provided with for-
mal four-room dwellings, afford-
ability constraints dictate that
more emphasis will have to be
placed on the mﬁ%v_w of incremen-
tal housing and serviced sites,
which will have a positive spin-off
on civil engineering activity.”

The large number of national
road %.-H.&.mnnm already under ﬂw««
or in the planning stages aiso bod-

&) zo0[ia (4
ed well for activity in the sector,
with the provision of hasic water
supply and sanitation in rural ar-
eas progressing well.

“The upgrading of harbour fa-
cilities and airports will further
underpin civil engineering aetiv-
ity, with the long-awaited imple-
mentation of the municipal infras-
trueture plan also a potential re-
ality in 1997, the report said.

On investment in non-residen-
tial building activity, the BER
said it appeared that the sharp
downward trend in public sector
fixed investment was gradually
being arrested, with private non-

residential investment starting to
moderate next year.
“Apart from the increased ex-
wmb&?am on clinics and other
ealth facilities, government has
also announced a Rlbn schools
building programme. The cantin-
uing high crime rate will necessi-
tate the further building of pris-
ons ... (supporting) a forecast real
public non-residential investment
growth rate of 7,2% in 1997.”
Private non-residential invest-
ment would probably grow at a
rate of 4% following the recent rise
in Bank rate and indications that
large institutional investors had

g and construction

started to cut back on their invest-
ment expenditure,

On residential building, thebu-

reau said the recent rise in mort-

rates would probably exacer-

ate the current market weakness

and forecast “a real growth rate of

2% for next year in private resi-

dential investment”.

While there was some evidence
of activity in the low-income hous-
ing market, initial expectations of
a major boom in this sector were
unlikely to materiglise in the

short term and the research unit -~
predicted a growth of *1,9% inreal *

terms nextyear”,
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Lukanyo Mnyanda

INCREASED delivery of low-
cost houbes and expected spend-
ing of R6bn on casino develop-
ments next year would boost the
construction industry, the lat-
est UBS Securities SA Con-
struction Review said.

The industry should achieve
4% real growth this year, the re-
view forecast.

“After a long wait, there is
clear evidence that spending on
low-cost housing is finally com-
ing throiigh,

“This, with expected spend-
ing on casino developments will
have a substantial impact on

Low-cost ho

e

using

building and construction activ-
ity over the next few years,” the
report said.

Low-cost housing delivery
would increase to about 200 000
dwellings next year, it said,
compared with this year’s ex-
Eected 60 000, and would be the

iggest impetus for growth.

“Along with the RDP, new
casino developments, with an
estimated construction value of
about R5bn, are expected to pro-
vide substantial additional im-
petus to growth.

“The marginal contribution
of RDP housing projects to
growth in building and con-
struction gross domestic fixed

will

investme
10% and 13% in 1997 and 7%
and 12% in 1998,” UBS Securi-
ties said.

This depended on the out-
come of negotiations between
government and the private
sector, aimed at increasing de-
livery by reducing the rick for
the private sector.

The construction of major
casine developments would be-
gin almost immediately after
the granting of the expected 28
new licences next year. “The to-
tal construction value of the
casino developments is expect-
ed to be between R2,7bn and
R7,1bn, half of which will be

ive buildin
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in 1998.” UBS Secu-
rities said.

Most construction compa-
nies were expected to benefit
from the boom and would post
an average 22% growth in earn-
ings. This would increase to
28% in 1988, with Concor and
Group 5 having the highest ex-
posure to growth,

However, the report, also
came to some gloomy conclu-
sions and predicted that build-
ing and construction industry
inflation would exceed the nor-
mal inflation rate by about 7%
next year, with the upward
treélsd prohbably continuing up to
1998,

b
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RONELE BUurGER

Cape Town — Prospects for the con-
struction industry are locking up after
a five-year slump, according to the lat-
est research of the University of Stel-
lenbosch’s Bureau of Economic Re-
search.

The bureau projected an increase of
9,6 pefcent in real fixed investment in
construction works over the next year.

Growth rates of 10,8 percent and
7,5 percent were forecast for private
and public sector investments respec-
tively.

Large government undertakings
planned for this year would provide the
stimulus to set the slumbering indus-
try on to a positive growth: path. The
upgrading of harbour facilities and
airports, the implementation of munic-
ipal mj‘;‘astructure the provision of
basic- water supply and sanitation in
rural !areas large national read pro-

v v

>TCBE)
jects, and a more realistic and pracfical
approach to low-income housing, were

expected to have positive’ effeets on’

civil engineering activity,

Building costs had increased at a
slower rate this year than last year, be-
cause of improved competition.

The bureau’s building cost:index.
projected even slower increases for this
year. The projections were based on ac-
cepted tender prices; the expected rate
of 9,1 percent compared well Wlth the
13,8 percent of 1995.

Fixed investment in the residentlal
market remained low last year because
of the high real morigage rate, declin-
ing consumer confidence and the lack
of momentum in the government’s
housing programme,

A slow, real growth rate of 2 percent

was forecast for this year, because of *
the depressing effect tight monetary -

conditions were expected to have on
private-sector investment.

sal

‘hurean predicted t}i‘

-non- resmei:g,t
laist year, dmﬁgn by increased demands

e report alsd s ’qud the rlsé in fhe *
mortgage rate would discourage invest- ,

- ments by makmg f“ st tlme buyers ‘

wary to commit thery elves
Despite positive: mdlcatlons, the
arlket: ﬁon low~

income housing 1 wae, ely to grow at a

rate of 1,9 pe}: nt in ?real terms

Wis experienced i,
bul’ldmg investment

Strong

_-for rentalse 5
Ace a; to the bureau’ s survey,

Cor
résults, buﬂﬁ:ﬁg activity had already :

“started 1o taper off. It ant1c1pated the:
‘trend would® continite this year, .

predieting a-rélatively Tow reaﬂ ‘growth .
rate of 4 percent for prlvate "non Fesi-
dential investient. S SR
" Lower house prices and Taék pf‘ ae-
tivity in the residential propertyii

ket were blamed on the high real mort
gage rate, mcreasmg emigratlon
figures and waning conﬁdence levels‘“

3
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Robyn Chalmers

SA CONSTRUCTION stocks
traded at discounts of between
21% and 57% to the industrial in-
dex last year, but there should be
a strong growth in many counters

this year, analysts said yesterday.

Concerns over Reconstruction
and Umﬁ&oﬁﬂﬁbw Programme de-
livery, a rise in interest rates and
poor, growth in building and con-
struction gross domestic fixed in-
vestment (GDFI), led to construe-
tion shares E&mwﬁmumogm the

(G2 gbvelilg

industrial index in the last nine
months of last year,

UBS Securities analysts said,
however, construction companies
should benefit this year from ex-
pected growth in construction
GDFI 0f10% and 15% next year.

.“A ‘combination of strong vol-
ume. growth, Fm_pmu. price rises

and improved margins should re--
sult in‘a’33% improvement in op- -

erating profit on average this year
from .5 ‘number .of: companies.

These companies’ include Concor,

Grinaker Construction, Group

meonwm Emw _.m:% this %mmw“

Five, LTA and Stocks ..w Stocks.”
IBCA SA analysts said build-
ing and construction industry con-
ditions had heen largely wun-
favourable, with activity levels
generally flat and competition fu-

-elled by excess capacity.

“Nonetheless, the general
trend has been one of gradually
(strengthéning balance sheets and
modest - improvements in prof-
itability. The industry has under-
gone a prolonged period of ratio-

Ih’

and gear operational nmumﬁa. for
an imminentupswing,” they said.
Turnover growth for construc-
tion companies in the past five
years averaged less than 10%, lag-
ging the average inflation rate of
justover 11% during this period.
Only Wilson Bayly Holmes-Ov-
con, Murray & Roberts and Gri-
naker had achieved double digit
compound growth over the five
year period, but rationalisation

~and restructuring: could boost
nalisation and repositioning to re- -
store greatér financial flexibility

profitability * over the next few
years, the analysts said.

Stellenbosch University’s Bu-

reau for Economic Research fore-
cast in its building and construc-
tion survey for the three months
ended December that total real in-
vestment in the industry would
rise on all fronts thig year.
The survey said while invest-
ment in the residential market re-
* majned subdued last year, it
would increase 2% next year while

-non-residential E<mmgmnw would -

-grow 7,2%. Total real Edmmgmsﬂ
in construction is mwwmﬁ..mm torise
9,6% this year. :

ISlE]




Stocks & Stocks;
books get R450m

CONSTRUCTION group’ Stocks &
Stocks, which « iz planning an
unbundling exercise likely o result in
the separate listing of its leisure and
property development divisicn, says its
order books have received a R450m
boost in recent weeks,

vr The new projects did not include the
R3,5bn N4 Maputo Corridor road for
which it was part of the consortium
named as “preferred bidder”, Trac
‘ebnsortium, '

r~The building division’s new con-
tracts included a R165m joint venture
with emerging contractors to extend
terminal facilities at Johannesburg In-
ternational Airport.

<*Building division MD Tom Hendry
said this would enhance Stocks’s vis-
ijbility at the airport, where it was al-
réady involved in the construction of
S8A Airways’ R70m headquarters.

... Hendry said the company and part-
ner Fikile Projects had also won a R6m
contract for building airline offices on
the roof of the terminal building. This
was due for completion in eight
months,

=~ Other contracts around Johannes-
burg included a R30m office park for
01d Mutual Properties in Rivonia, a
- discount retail motor fitment centre in
Midrand and the R50m Village View
shopping centre in Bedfordview.

e Tl!l)e Gauteng branch had started
work on the R60m contract for exten-
Bions to the Brooklyn shopping centre

o

in Pretoria.

Hendry said the Centurion-Value
World in Centurion was “powering
ghead”. The R200m phased deévelop-
ment would include a mixed-use dis-
count retail market, a garage site, in-
dustrial site and a recreation centre.

Projects won by the North West
branch included a R12m contract to ex-
tend and renovate the Paul Kruger
Hospital in Rustenburg.

“This contract was won on open ten-
der and reinforces the company’s pres-
ence and commitment to the area. We
have also demonstrated our commit-
ment to partnerships with emerging
business Il:))y gecuring major contracts
in Gauteng and North West.”

Contracts v M ¢

Stocks & Stocks CEQ Bart Dor-
restein said the group’s long-term
strategy was driven by its commitment
to contribute to the fight against erime
through empowerment and the cre-
ation of jobs. ,

The company, in partnership with
various emerging contractors, had se-
cured contracts valued at R29m for the
construction and refurbishment of
schools in black townships. ,

Its Namibian and Botswana divi-
sions had also'won major contracts, in-
cluding one for the design, construe-
tion and financing of the new govern-
ment office park in Windhoek.

1 MNLLL o mdbnaedn
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Cape Town — The recent
attacks by the government on
the formal building industry
were misguided, based on
misinformation and would only
serve to polarise an already
fragmented industry, Frank
Wright, the managing director
of Group Five Building RH
Morris, said yesterday.

He said criticisms of . the "

formal building industry made
on various public platferms by
government officials, including
the public works department at
the recent conference of the
South African Pederation of
Civil Engineering Contractors,
had been direct and harsh.

“They look no account of ex-
tremely difficult conditions
under which the industry had
had fo operate over the past
decade.

]

Criticism of build

e government in effect is
criticising and condemning the
industry for the damage the
deep recession has caused.

“This has happened because
the industry has, over a
prolonged period, been faced
with the effect of sanctions, a
lack of investor confidence and
stop-go public-sector spending.
At times the shortage of work
has been chronic.

Because of this, the pool of
management, supervision,
craft and skills diminished sig-
nificantly and investment in
new plant and mechanisation
fell to virtually nil.”

Wright said that efforts of
the organised sector of the
construction industry to
regroup and address the prob-
lem had been undermined io a
certain extent by emerging
black contractor organisations
“who have spared no effort to

ers ‘misguided’”
ey 21|42

(32D

discredit them, The result is a
proliferation of organisations,
each purporting to represent
the real building industry, all
jockeying for the ear of the
powers that be! Efforts to con-
solidate the industry have thus
far largely failed.” st

He warned against efforts to
advance emerging contractors
by “hamstringing or shack-
ling” the established construc-
tion'sector. #T¢ ignore or side-
line the existing organised
industry would be irresponsi-
ble to say the least and will do
enormous damage to the coun-
try’s capacity.”

Wright urged the govern-
ment and all parties and organ-
isations in the construction
industry to put aside petty
differences ‘and together ur-
gently face the main issue of
transformation and growth in
capacity.
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with the sale of its Fedstone tyre inter-
ests to Bridgestone Corp of Japan, Mur-
ray & Roberts (M&R) has taken a large
step with its plan to dispose of noncore
assets — and it has greatly strengthened
its balance sheet.

M&R will not only receive R290m, as it
indicated in October's preliminary an-
nouncement, but will also be repaid its
R70m worth in interest-free loans to Fed-
stone. This makes it larger than the
R318m gross disposal proceeds for the
whole of the last financial year.

The book profit on the sale is not going
to make shareholders ecstatic, as it's a
modest R70m — compared with R128m
on last years
deals. The disposal
will have no mate-
rial effect on head-
line earnings, or
the group’s normal
trading profit in the
year to June 1997.
The lost operating
income will offset
the reduced inter-
est bill.

However, the ef-
fect on the balance Graham Hardy
sheet is apparent
in that, had the
deal occurred at the June year-end, it
would have halved group net borrowings
to R450m and cut gearing from 26% to
13%. Apart from the cash received, Fed-
stone's own debt of R90m will disappear
from M&R's consolidated accounts.

Financial director Lionel Bird says,
however, that geating will be higher than
this, because its working capital has
grown. The group interest bill in finan-
cial 1997 will exceed last year's R182m,
but it is expected to fall after that.

The deal indicates how serious M&R is
about refocusing. Last year's disposals
were comparative rats and mice, such as
a one-third share in Court Helicopters,
Trichamp spark plugs and a portion of
the group interest in Buildware Market.

Fedstone is a substantial business. Its
main operating company, Firestone SA,
has factories in Port Elizabeth and Brits
and there are 180 wholesale and retail
dealerships. Firestone has had some suc-
cess under M&R. Productivity per em-
ployee has risen by 50%, and it has im-
proved from being one of the world's

FINANCIAL MAIL + JANUARY 24 - 1987
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highest cost producers to the lowest cost
40% of world tyre makers. .
M&R has substantial automotive com-
onent businegsses, such as Alloy Wheels
and National Spring, but group CE Gra-
ham Hardy says that it never cop_sldered
Fedstone's manufacturing, retailing and
wholesaling activities as core business.

And there was a limit on export growth
imposed by Firestone SA's technology li-
cence agreement with Bridgestone. This
restraint will disappear.

The M&R share price has been ham-
mered over the last 12 months. It has fal-
len from a january 1996 high of R28.50,
though it has recovered from a 970¢C low
to R12,55, giving ap:e of 11,5.

This is a modest rating, especially on a
more optimistic view of fixed investment |
growth this year. Stephen Cranston



HE building and construc-
tion sector, last year's
worst performer on the
JSE, is showing signs of re-
«covery. Some analysts, howev-
er, believe any gains may be
‘premature.

Rising optimism has pushed
the sector’s index up 11% since
the beginning of 1997. The main
movers have been cement
stocks PPC and Alpha, but com-
panies like Group b, LTA, Stocks
& Stocks and Wilson Bayly
Holmes-Oveon have also made
_good gains.

This follows a bleak 1996
when, according to Investec Se-

>| curities analyst Caroline Pugh,

shares sensitive to gross domes-
tic fixed investment (GDFY)
were hammered by concerns
over high interest rates and de-
lays in getting the RDP going.

While no fireworks are ex-
pected, the sector’s fortunes in
1997 look far more rosy and
should be boosted by factors like
a rise in road developments, the
building of casinos and tourist
facilities, government outsourc-
ing and privatisation.

Building and construction
companies are expected to turn
in solid results this year. But an-
“alysts say a strong uptick in ac-
tivity is expected only from the
middle of the year, the effects of
whiéh will filter throtigh to the
bottom line in 1998, ° -

Projections for the sector are
coloured by forecasts for GDF1I
growth this year. These differ

g0 do expectations of RDP
spending. Pugh claims spending
has already started and says
economists expect 1997 to be
“the year for RDP delivery”,
despite high interest rates.
Standard Bank analyst An-

widely — between 3% and 10%..

Construction

shored up by
prospects of -

RDP ao:amma%

(52

investment this y

<1 (pr) 2b

Analysts say strong domestic fixed

ear bodes well for

“building, writes ZILLA EFRAT

thony Clark is more cautious. He
does not expect a fast roll-out of
the RDP but says there is great

commitment  and certain
provinces — especially the
Northern Province — seem to

have their act together.
However, an analyst who does
not wish to be named says he is
not really convinced that RDP
delivery will take place. “Many
departments are ready to move
with their projects, but they
may find that they run out of
funds as government imposes
constraints in order fo keep its
spending to 4% of the deficit.”
still another analyst says:
“RDP spending is a non-issue.
We will not see much happen.
The local authorities and munic-
ipalities are in disarray. The pri-
vate sector will increasingly get

concessions to run things and
government will fall out of the

GDFI picture.”

The delivery of low-cost hous-
ing does not appear to be crucial
{o the larger construction com-
panies. An analyst says: “It_is
not a great profit generator. The
barriers to entry are low and so
are the margins. But the large

companies will become

volved as a social contribution if
they do not have to-take on too

much risk.”

RDP spending aside, analysts
say private spending on con-
struction is “trundling” along
nicely and construction compa-
nies appear to have enough to

keep them busy for now.

Cement shares are usuaily the
first to rise when building and
prospects  im-

construction

Graphue, FIONA KRISCH

prove. An analyst says: “They
can sell their products and bank
the money right away. Con-
struction companies, nowever,
are paid as the job progresses or
when it is finished.”

Analysts also appear to be di-

. vided in their forecasis on ce-

ment sales and how the recent
disbanding of the cement cariel
will affect the main players.
Nonetheless, after hitting an-
nual lows in December, both Al-
pha and PPC’s share prices have
made rapid gains this month.

Alpha, at R84 this week, has
risen 9,28% while PPChas gained
6% to R67.

Meanwhite, Wilson Bayly
Holmes-Ovcon has been a star
performer. It has jumped by
539, to 365¢ since the start of the
year and Basil Read-has recov-
ered from a low of 120cinMay to
200c. Group 5 was trading at
995¢ this week —a 7,5% rise this
year. LTA has improved by 9%
to R25,20 and Stocks & Stocks’s
price of 445ec-is up 7,3% since
January 1.
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Robyn Chalmers

BUILDING and construction group
Shoredits was placed under provision-
al judicial management on Friday after
several attempts to find,a buyer for the
organisation had failed, and its debt
burdeén continued to apiral, -

Chairman Andy Sgoredits declined
to comment at the weekend, but'it is
undersiood that six judicial managers
have been placed at Shoredits. Their
names will be released this week.

The Shoredits counter, which was
not suspended on Friday but could be
today, has fallen sharply over the past
monthto touch an eight-year low of 25¢
on Wednesday last week. This was
against an eiglit-year high of 380¢ in
January last year, The counter closed
at 55c¢ on Friday, .

A number of proposed deals to give
Shoredits an injection of working cap-
ital have failed to come off. Capital ﬁ
liance failed to find a buyer for the or-
ganisation while talks with Malay-
stan-fanded Samrand Development

2 1 : (T . Sy T
Hold;qiéb were terminated last week. . ¢ CREL L Continued on Ra"g»g;ﬁ
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One analyst said the situationihad
led to an announcement last weelk that
negotiations on the recapitalisation of
the company were at an advanced
sta]g;la and could affect the share price,,

the year ended June, Shoygdits

registered short-term debt of R47:3m
(1995: R27,7m) and long-term dé]ptﬁpf
Al

S,

Shoredits (&)
Continuéi;‘l:%Pag! { q?

R19,6m (R20,4m). An interest bill of
R10,6m was a factors which Jed to the
group producing an attributable loss of
R10,8m (R7,3m profit).
Another analyst said the real prob-
lem for Shoredits over the past year in
articular was the civils divigion which
Ead been hard hit by the slow takeoff of
the reconstruction and development
programme (ld%DP) and a general down-
in theindustry.
tur{IVhﬂe Shoredits declined to com-

ment, in the 1996 annual report he.
said the poor performance in civils
could be aseribed to low margins in ar-

ena where expected work arising from

the RDP had failed to materialise. The

rationalised and restructured civils °

division was placed under the control

of the construction division last year .

d focused on developing niche mar-
ﬁgts such as mine rehaBilitatmn.

Analysts said the other areas of the -

group — notably the property develop-

ment and industrial divisions — ap- .

eared to have enough work to contin-
ge operating in the interim while
Shoredits attempted to trade out of its
current position.

+
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Lukanyo Mnyanda

CONSTRUCTION group Stocks
& Stocks would report flat or
slightly lower earnings growth for
the six months to October as high-
er interest and tax bills were ex-
pected to take their toll un the bot-
{om line, analysts said yesterday.

. They said the results — to be
released on Thursday — were un-
likely to produce any fireworks
and would most likely be over-
shadowed by news on the group’s
restructuring. '

The group was not expected to
| improve on the performance for
the six months to October 1995,
when it managed to lift earnings
30,7% to R15,4m despite havingto
fund projects as reconstruction
and development programme
work failed to materialise.

Stocks & Stocks is ex;lnected to
announce further details of its
plans to list its hotel and leisure
interests in a ' new comparny,
Stocks Hotels & Resorts. Analysts
interviewed said they were more
interesied in the new compamny,
which should be listed on the Jo-

ocks revamp “will

over lgadowresults’
2o ) b o193

hannesburg Stock Exchange next
month, than in Stocks & Stocks’
interim results. “People are still
waiting to see what they’re going
to do (with the leisure interests).
Thejr results will largely be over-
shadowed by that,” one analyst
gaid. .

Another said pretax profit was
expected to show growt but was
likely to be dragged down by a
higher tax bill.

Stocks’ impressive 61% surge
in attributable earnings for the
year to April had been aided by a
Tow tax bill (R2,3m). However, the
tax bill was likely to rise. Earnings
for the whole financial year could
dropasmuch as 10%.

The gelf-generation of work
and investment in property devel-
opments had helped ift borrow-
ings for the year to April to
R308,5m. The bottom line was
likely to be drained by high real
interest rates, the analysts said.

The counter closed unchanged
at 445¢ yesterday. It has gained
35¢c or 8,54% so far this month,
moving off its 350c year high

reached last month.




‘Buiilding industry “to
hét 2,7bn jackpot™
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Robyn Chalmers _ ..

. B 2 ! 194 .
CONSTRUCTION demand arising from
the development of eaginos could amount to
more than R2, 7bn over the next three years,
Building Industries’ Federation of SA
executive, director Ian Robinson said
yesterday. s

- About 15% of ‘investment would take
place thig.year, but the bulk — at least half
— was likely to come on stream next year.

The remaining 356% of investment should be
investedin 1999,

turnover would be generated by the gam-
bling and casino industry over the next few
years, and go it is an important contribu-
tor,” Robinsongaid. . . )

The R2,7bn estimated was conservative
and could be significantly higher, said
Robinson. However, it was difficult to de-
termine.on what scale any developments

yet been allocated. .

. Atotal of 40 casino licences will be issued
after the establishment of the nine provin-
cial ganiing boards. Of these, 28 licences
will be hew, with the remainder expected to
be retained by existing operations..

"Robinson said key considerations in the
granting of licences would be the amount of
investment that would accompany the de-
velopment, as well as the degree of commu-
nity involvement in the development.

“It;is estimated the construction compo-
nent of a casino development is in the re-
gion of 60% of total development cost. A fur-
ther 20% can be expected to be invested in
ancillary development such as retail space.

“This is unlikely to be undertaken by the

casing operators themselves, but rather in -

partnership with financial institutions.”
Robinson also called on government to
invest-more time, money and effort in the
- constiuetion . and building industry. A
strong year in the building industry meant
a dramatic increage in the macroeconomic
-growth;of the country as.it was the greatest
. contributor to' employment creation.

W LT [

would be built as none of the licences had

“We- éstimate that 6% of total building
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CONSTRUCTION Group s strategic five

~year plan will pay off in the longer term, says Dorrestein

e iR

Stocks & Stocks hold

JOHN Spira

DEPUTY EDITOR

Johannesburg — Stocks &
Stocks returned little more
- than static growth in the six
months to October 31, but
. shareholders can look for-
- ward to substantial longer-
term benefits from the
: 8raup’s strategic five-year
+ Dlan, the company said yes-

|- terday

Among the near-term
- benefits is the proposed sepa-
rate listiig, scheduled f57
February this year, of the
Stocks Hotels and Resorts di-

vision, with a market capital-
isation of R256 million, of
which about R110 million will
represent new capital.

The Stocks group will re-
tain a 55 percent stake in the
new company, which is the ve-
hicle to be used in the applica-
tion for gambling licences.

Bart Dorrestein, the chief
executive of Stocks & Stocks,
said the group was “in the
middle of a five-year strategic
plan which is focused on a
number of core issues”.

“These included an improve-
Iment in the quality of earn-
ings through “our clearly de-

fined synergistic but indepen-
dent operating divisions”,
The interim figures reflect
a 0,4 percent growth in
turnover to R823,8 million,
with operating income rising
8 percent to R38million. Pre.
tax profit was 14 percent up at
R24 4 million, while earnings
improved 5,3 percent to 20c a
share, The interim dividend is
unchanged at 5c a share.
Dorrestein said the con-
struction division’s order
books were healthy at
R1,5 billion, about R450 mil-
lion higher than “recently”,
excluding the tol! road con-

y3ET (22D

S its groun

tracts, which were expected
to yield R600 million over the
next three years.

He predicted that the na-
tional housing project would

finally take off, “albeit on g

smaller scale than initially
hoped for”,

He said, in addition to the
separate listing of Stocks Ho
tels and Resorts, the group
would unbundle its property
interests this year.

“We have positioned both
Stocks & Stocks and Stocks
Hotels and Resorts for the
growth we anticipate in the
leisure and gaming markets

as well as the consiruction
sectors. The operations of
Stocks Hotels and Resorts
will house the group’s exist-
ing South African hotel oper-
ations, which include eight
four- and five-star standard
hotels, as well as our Michel-
angelo flagship.

“The listing will distance
Stock Hotels and Resorts from
other group operating divi-
sions through the introduc-
tion of a substantial ontside
shareholding and extended
board representation,”

L] Business Watch

LOOKING AHEAD Chairman Reg Fd-
wards, and Bart Dorresteingthechief execu-
tive of Stocks & Stocks FHOTO JOHN WOODRGCF
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Delayed

hit Stocks

'Lukanyo Mnyahda j C

CONSTRUCTION group Stocks" &
Stocks lifted attributable earnings 4%
to R16m for the six months to Octobe

after;the .continued failure of recof
striction and development programie
(RDP) projects to take off, exacerbating
tough trading conditions. |

'

Stocks CEO Bart Dorrestein éori- ' [
firmed at the announcement of the re-

sults yesterday that the group would
unbundle and .list its resorts and
leisnre interests separately in a new
company with a market capitaliation
ofR250m, . =
. .Thé exercise, which would include
the unbundlirig and financial restruc-
turing of the Froup’s property inter-
ests, would boost the balance sheet and
help cut the group interest bill, which
remained high at R8,6m (interim 1995:
R7,7m)for the period under review.
.. Btocks - & Stocks’ interest-bearing
. bérrowings stoodf at R175,7m — a
gtrong improvement from 1995%
- R221,9m, Dorrestein said. .
. ~Group. turnover rose slightly to

,!
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R823,8m (R820,9m) while operating
profit grew at a similar rate to R38m
(R35,2m). Higher finance charges
brought pre-tax profit back to R24,4m

(R21,4m).
profit grew ‘to. R18,3m

Tazed 1
(R15,8m), despite a higher:tax bill,
which stood at R6,Im compared to

Continunedon Page 2
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Robyn Chalmers

GROWTH in the building in-
dustry is estimafed to have
topped 4% last year against a
drop of 1,5% in 1995 says Build-
ingIndustries’ Federation of SA
(Bifsa) executive chairman Ian
Robinson.

{This was slightly below Bif-
sa’s prediction of 5% growth last
year, which it downgraded from
an initial estimate of 10% at the
beginning of 1996.

‘Robinson said this year
looked set to be a promising

uildihg industry gsthnéied“fg-'lg

year for the provision of afford-
able and low-income housing
with much growth expected in
this area.

This was due largely to the
concerted efforts of government
and the private sector.

“A good year in the building
industry means a dramatic in-
crease in the macroeconomic
growth of the country because it
is the greatest contributor to
employment creation,” said
Robinson.

He said government’s macro-
economic strategy — growth,

32 )
employment and redistribution *
{Gear) — held that by 2000 SA
should be experiencing growth
of 6%.

If this was achieved, Bifsa's
estimates implied that a 15%
growth in construction would be
obtainable.

“Conversely, as building is
the engine for growth one could
assume that if we can foster
growth of 15% in construction,
we have a much better chance of
making Gear areality,” he said,

There were several factors
that would affect the industry’s
growth rates, in

i,

the coming years,
including ex-
change controls,
crime, inferest
rates’ and illegal
immigration. .

grown 4%

 Robinson paid 'the building
industry did not consider gov-
ernment’s aim to'phase out ex-
change contrals.over five years
agood strategy.

‘While a “big bang” approach
was not recommended, a less
gradual and shorter time frame
would be more reasonable and
the effect on the economy could
be tempered by accelerating pri-
vatisation, he said.

The skills shortage in SA
meant that many construction
companies employed skilled,
but illegal immigrants.

Of the 5-million to 10-million
immigrants in SA, a fair propor-
tion worked in the building in-
dustry. As a result, shoddy
workmanship, a lack of fraining |
and the nonpayment of levies
were affecting the industry.




ars with the award of casino
cences, Ian Robinson, the ekecu-

md.: Lt
Bif$a expects that about
5 Um_.,omﬁ of this investment will

ome out of the ground this year,

50 percent next year mnm the bal-
ance in 1999.
“If this materialises we can

.expect casino work to equate to

about 7 percent of total turnover
for the industry next year. It could
in fact be higher as our estimates
are no doubt on the conservative
side,” Robinson said.

He said the rate of building
industry growth last year was
about 4 percent against a 1,5 per-
cent nwnﬁ,.woﬂob in1995.

Theindustry, was expected to
move ,mamém%m ‘this _year as
growth in _os.nomﬁrocmubm and

.

1u~
"3t

casino resorts offset an expected
drop in commercial property
development, Robinson said.

No big growth for the indus-
try as a whole is expected before
next year and 1999, when real
growth of about 8 percent a year
is foreseen, Robinson said train-

ing in the industry was becoming

an important issue, and a far

mnmm»mw involvement by the gov-

mEEmE was urgently needed.
“Theé present R30 million per

. .mEEE is totally Emmmmﬂmﬁm It

needs to be Enwmmmmm -at-least
Ewma.oa if the cuirent: ‘shortage

wn.mm bets on new mmmicm to boost the buildin

of skilled workers and lack of
resources is to be addressed.”

He said Bifsa had historically
been responsible for 80 percent of
the training in the industry

“However, with-the Building
. Indusiries Training scheme now

divorced from Bifsa and with col-
leges being underutilised, there
is a danger. of Bifsa having to
withdraw from its{raining facili-
Q&Smm?mﬂ:

Robinson said the ::Ema.w
was. not taking the shortage of

training opportunities serjously .
and was Eﬁoﬁbm the fact ﬁmw..

(=z2)
ultimately it would face a threat
of severe management and skills
shortage if- nothing was done
over the next year or two.

He said Bifsa was attempting
to alleviate the problem with the
introduction :of :'the ' Small
Builders’ Manual. |

. “There has been an incredi-
ble response to it, but to get the
full benefit oH. the programme,
workshops need to be run in
conjunciion with the manual.

. Black contractors.cannot afford

to.pay- for: ﬁwmmm courses.  The
moégggﬁ Emwmmowa Hm urged

m sector
es(pr ) 3lglaF -

.. to mzuuoﬁ this Swﬂmﬂdm *

Robinson-said because of
skills mg.m.mm in South’ E.Snm
Ema nosmﬂ.c.nﬂos companies
smnm mEEowEw skilled, but ille-
gal immigrants.:

-“Many work on site as m&v
contractors with & high rate of
productivity but invariably pro-
duce shoddy éonwEmEEu They
are not interested in long-term
training so there is no growth in
producing skilled workers, They
don’t pay levies which also im-
pacts Bmmmﬂqu on Bifsa" S n.mE
"ing gammﬂ.: he said.

wy




Local builders upset
By DAN DHLAMINI

BLACK economic empowerment has
been relegated to the back seat in one
Nerth West town, as the fruit of the
Reconstruction and Development Pro-
gramme {RDP) goes to the “haves”,

This weék City Press visited the
sleepy Letsopa township near Ottosdal
and found a volatile situation.

Letsopa is one of the few townships
in the province where the RDP’s hous-
ing project is under way.

Already the bulk project’s 854 units
are under construction, but “black econ=
omic empowerment” does not seem to
be in the vocabulary of the seven ANC
and three Freedom Front councillors,
according to local builders..

For each of the 854 units, theymain
contractor, a Portuguese natienal,
Johnny Jardim, pockets R15 000, whilh
is the government subsidy to the impov-

over exclusion from RDP contract
P g /a

erishe raaovmﬂm“mw dwellers.

According to sub-contractor Piet
Phutiagae, who is doing the actual job
of building the houses with his team of
workers, for each completed house he
gets a paltry R600.

Out of that, he has to pay his work
force of 10 men.

“1 cannot afford to pay my employees
enough, I feel this is really unfair, but
our pleas to the council for intervention
seem to have been ignored,” said
Phutiagae.

He said he had been in the building
industry for the past 26 years, but lack
of finances prevented him from securing
the tender for building the houses.

“According to my rough calculation,
when the project is completed Jardim
will have received more than R12 mil-
lion.

“T am aware that he buys all the ma-

3R
* terial;$ut our council should have ne-
gotiated a better deal for me,” said

Phutiage.

“The council should have set out
terms to suit locals before looking out--
side,” said African Builders Association
(ABA) official Tsietsi Mahlatsi.

He said the Letsopa community has
a Production Centre where men and
women manufacture their own bricks,
window sills and window frames, but it
has been closed down.

Ottosdal executive committee chair-
man Reverend Joseph Mohapi and
mayor Patrick Dintwa told City Press
that they were not aware of the agree-
ment between Jardim and the local
small contractors.

Mohapi said another project which
includes the construction of more than
900 houses was under way and Letsopa
residents would get the first option to
get involved.

ey
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Value of buildings
up 17,6%

completed
<>

Robyn Chalmers f :
B 123 |97

THE total valuéof buildings completed
last year rose 17,6% to 129,93bn, sig-
nalling significantly stronger-than-
expected investment in nonresidential
buildings, figures from the Central
Statistical Service show. ‘

The figures indicate the value of Tes+t
ijdential buildings econstructed last
year rose 15,8% to R5,53bn while the
value of nonresidential buildings
jumped 36% to R2,20bn. Additions and
alterations made up the balance.

Analysts said the strong growth in
the value of nonresidential buildings
was surprising as most expected a flat
performance from the sector last year
and a decline of up to 10% during the
current year.

Oné analyst said institutional cash
flows directed at property investment
had been muted over the past five
years, A significant portion of this in-
vestment had been diverted to the cap-
ital market where more attractive
yields were offered. , '

The analyst said the expected fallin
nonresidential building investment
this year was based on the rationali-
sation of institutional property porffo-
lios following the introduction of a
17,5% tax on net rental income inithe
hands of the pension funds.

“Tn addition, institutional investors
are expected to start acting on the an-
ticipated further relaxation of ex-
change controls. The illiquidity of di-

. dietions
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rect property investments is 111§§31y«';%)
weigh heavily under # scenario where
institutions can invest ‘abroad,” said
the analyst. =
‘Another analyst said the 15,8% rige
in the value of residential buildings
constructed was also encouraging, pat-
ticularly in the light of SA’s high real
interest rate environment. iy
The analyst said high interest rat¥s
and continuing crime was not coff-
ducive tohigh growthin the traditional
residential housing market, o
However, he said that the expected
upturn in government’s low-cost houg-:
ing programme this yearalong with ifi-
creased investmtﬁlt in casinos and ho-
tels should give the sector a bpost. P13-
for investment fjin t
residential building indust;:‘&r ranged
from 7% to 17% this year. N
One analyst pointed to thé smallin-
crease of 2,9% to R18,7bn irif the tofal
value of building plans passet last yedr
—- the majority of which would come on
siream over the next 12 months; o
three years. . oot -
Figures showed the total value; of
plans passed for residential buildings
decreased 2,3%, plans for additions
and alterations rose 0,1% and for non-
residential buildings increhsed}15.4%
toR5,4bn. Y
The figures indicated construction
plans in the Wegtern Cape rose R589m
to R4bn and in Gauteng by, R188,7m to
R8,6bn, but the value fely 16,5%, dr
R551,3m in KwaZulu-Natal to R2,8bn.

T
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CONSTRUCTION group Murray
& Roberts’ shares plunged 135¢ or
10;84% on the Johanneshurg
Stock Exchange yesterday, after
the company cautioned investors
about lower attributable earnings
in the six months to December, the
second such cautionary in a year.
Murray & Roberts could not be
reached for comment yesterday,
but analysts said market talk that
the group might be forced to in-
crease the R160m. provision made
for the R500m Taiwanese train
contract last year, could have con-
tributed fo the negative feeling,
Murray & Roberte closed at

Murray & RO[%?ﬁ%
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R11,10 yesterday after more than
I-million shares valued at
R12,37m changed hands in 120
deals. The stock has lost 50¢ or

ares fall 10,849
shares g%lzg 0,84%

4,3Y% in the month so far. Ana-
lysts said poorer results in the in-
terim period were largely expect-
ed, including losses from the In-
tershore joint oil rig venture with
Dorbyl and UK group Amec.
Losses are estimated to be close
to R90m, with the construction
group expected to shoulder about
R30m. One analyst said the
plunge in the share was unexpect-
ed as Murray & Roberts’ woes had
been evident for a while. )
However, analysts said, the
firm should not be written off, and
the dispute with Siemens could be
resolved in the next six months.
The group is expected to announce
its interim results next Thursday.




CONSTRUCTION Turnover will increase with housing delivery
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Gmnaker builds on mon
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JONA]‘I-!AN OSENT

Joh'dnnesburg — Grinaker Con-
struction, the unbundled compa-
ny hived off from Anglovaal’s
Grinaker Holdings, beat most of
the construction sector yester-
day when it reported a 69 per-
cent rise in earnings on a 20 per-
cent rise in turnover for the six
months ended December 31.

But the meteoric rise it earn-
ings had move to do with receiv-
ing interest on its cash balance
— last year it paid interest on its
debt.

The group’s income state-
ment showed a 20 percent rise in
turnover to R1,09 billion, which
is matched by a 14 percent rise in
operating profit fo R18,7 million.
But margins in the first half fell
to 1,72 percent from 1,8 percent
during the comparable first half
of the previous year.

Bean Bornheimer, the man-
aging director of Grinaccn, said
margins in the first half were
traditionally weak, and in the

Grinaker ansrrucﬂon
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previous financial year lifted fo
nearly 2,4 percent. The real turn
in the companies’ results in the
period under review came from
the R3 million the group re-
ceived in net interest, compared
with finance costs of R3,8 mil-
lion the previous yeat, a turn of
nearly R7 million.

Earnings rose to 38,4c a share
before exceptional items, but if
an additional R1,6 million sur-
plus from the sale of Tolcon and
write-off on goodwill is includ-

gmthebank

ed, earnings rise to 42,7c a share.
The group declared an interim
dividend of 7c a share, up 1¢ on
the previous year,

Bornheimer said all divi-
sions except Grinaker Precast
met their budgets, with excep-
tionally strong performances
from the civil engineering and
building divisions. He said the
group’s turnover was likely to
increase as housing delivery
started, but this would be low-
margin work, Grinaker's order
book stood at R1,2 billion while
the group was continuing with
long-term mining operations
which promised to raise mar-
gins over tender construction
work.

“Construction activity is
showing signs of reducing,
although prospects in the short
term are relatively good for read
construction, and promising op-
portunities exist for tourism and
leisure-related projects,” he said.

(1 Business Watch, Page 18
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Shack-by&ld*ng tobere

METRO WRITER

THE days of putting up shacks
without regard to building regula-
tions may be numbered.

Ms Metsi Makheta, co-ordinator
of the People’s Housing Partnership,
which works from the offices of the
housing ministry, told a seminar in
the city yesterday that town and

city;ﬁq‘\agj unciis must inspect new
infovnrally built houses to make
_sureftiey are durable and meet
“ealth and safety standards.

- "'Tlie partnership is funded by

the United Nations’ Development
Programme. The nousing ministry
has seconded some staff to work on
the partnership.

Makheta said “people’s hous-
ing” was the name for dwellings
people built themselves.

The government was commit-
ted to supporting those who putup

[

[ ]
2013
such’hou
regulate the dwellings and ensure
that they complied with the law.

Town and city councils had
three main tasks in “people’s hous-
ing”, she said.

@ “Regularise” the situation of
those who have simply settled
somewhere without official sanc-
tion. This may happen either
where they are or elsewhere.
People living in shacks or other
cheap housing ought tabe given
secure tenure. Local authorities
shouid play a 1ole in l¢ entifying
suitable land. -] ,

@ Municipalities ¢ sign con-
tracts with provincial housing
boards in which the municipalities
act as “accounts administrators”
on behalf of groups of subsidy ben-
eficiaries.

Councils can then act as clear-
ing houses, allocating subsidies

9
ateds

sing, but it also wgted to ~ from higher levelsof government

to individuals who must get them.

With this kind of arrangement,
local authorities can disburse
monies at various stages upon
completion of work done by the
family, instead of the state paying
out in one lump sum when the
puilding is finished.

® Local authorities must send
inspectors to make sure that new
“people’s housing” i built in such
a way that it is durable and safe,
does ot impinge on other people’s
properties and is not inimical to
good heaith.

Makheta said many local
authorities were not accustomed to
sending their inspectors to “peo-
ple’s housing” developments.

“The partnership has been set
up specifically to make sure that we
(the government and the people)
walk the path together,” she said.

ﬁr—
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Profits w. gs are becor\mg a habit
at M&R since Graham Hardy became MD
18 months ago.

Monday's warning that total earnings
would be down in the six months to De-
cember was preceded by a similar warn-
ing on June 25 that 1996 earnings would
be 10% below those achieved in 1995, Al-
most a year ago, the interim report
warned that real earnings growth might
not be achieved in the full year.

M&R has the benefit of a R70m non-
recurring profit on the sale of Fedstone
{(Fox January 24) in the past six months,
$0 nonoperating profit will be far higher
than the R2m exceptional profit in the
first half of financial 1996,

Yet M&R has warned that, even after
these nonrecurring profits, it will not
achieve the R177m attributable profit of
the comparable petiod. Normal earnings
will be at least 40% down to no more
than R107m.

M&R will have to account for its share
of losses in the Intetshore oil rig project,
at least R30m. Margins at cement pro-
ducer Blue Circle have shrunk since the
ending of the cement cartel, judging by
results of rival Alpha whose margins fell
from 21,4% to 14,7%. Profits from UK-
based Alloy Wheels International have
been below expectations.

There is mounting concern that M&R
is oo big and diverse, with 100 business
units, and is suffering from the same
malaise as the old Barlow Rand. M&R is
starting to address this with recent dis-
posals like Fedstone, its share of Gypsum
and some pump producers.

Since the cautionary the share has fal-
len 11% to R11, This might not be far
enough given the added risk. The histor-
ical p:e is 10 but if there is no recovery in
the second half, the forward p:e for 1997
Is a demanding 17. This price is only war-
ranted if a break-up of the group is being
considered.

A number of the businesses could eas-
ily be listed in their own right — such as
the core contracting business, the auto-
motive components and Blue Circle. The
sum of the parts could well be more than

Fox 93

the whole. It is unclear, for instance, how
much value M&R head office adds to
listed transport subsidiary Unitrans.

Don't expect much from M&R this
year, but consider it on a two-year view
at around R10. Stephen Cranston
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Grinaker Building
surges ahead in Cape

e (o) 242117 27)
MacGE ROWLEY Holiday Inn Garden Court hotel
PROPERTY EDITOR €1 the Foreshore in Cape Town
- for Southern Sun at a cost of
Cape Town — Grinaker Building R120 miltion. Work is scheduled
Cape had secured R120 million in tostartnext month.
new contracts and additional The company has also been
work at existing projects in the awarded 2 R33 million fast-track
first-two months of this year, contract for the Bellville Multi-
Pierre Rousseal, the managing purpose Sports & Entertainment
director, said last week. Facility for the city of Tygerbers,
He said the company had fur- which has tobe completed by the
ther contracts under negotiation end of June to host the world ju-
and was extremely pullish about  nior cycling championships.
the outlook for the next few Other new projects include a
years. “We still have spare capac- R45 million office park develop-
ity as we have been building up  ment put together by Grinaker
capacity in the past year, invest- Projects and Properties adjacent
ing in staff and machinery.” 10 the Newlands cricket ground.
Rousseau said there was more Rousseau said the group had
work than a year ago and the ten-  recently floated a residential divi-
dering market for the larger con-  sion, which was picking Up sub-
tracts of R50 miliion upwards stantial contracts in the luxury
had consequently cased. housing market. Other work on
The largest of the new con- hand included the White House
tracts 'snapped up by Grinakeér is Hotel,a Shoprite/Checkers ware-
a joint venture with Wilson Bay- house and Wingfield Prison plus
ley Holmes/Oveon tobuildanew the associated accommodation.




Asks

Lukanyo Mnyanda

CONSTRUCTION and building
materials company Group 5 more
than doubled attributable income
fo R26,51m (R12,99m) in the six
imonths to December, benefiting
from tight management and the
return to profit of manufacturing
subsidiary Everite,

Earnings a share increased
16% to 36,03c, diluted by the issue
of shares following the take-over
of Everite. The group declared an
interim dividend of 9¢, compared
to 7c in the corresponding period
last year.

CEO Theunis Kotzee said he
was “satisfied” with the results
considering the mixed perfor-
mances delivered by the building
and construction industries, Only
the more diversified operations

Everite’s succ
A

ess boosts
2yflaf9%

fared reasonably, he said.

divisions except building
and property development, which
were suffering from tough trading
conditions, contributed to the
sharp rise in earnings.

Turnover had remained con-
stant at R1,2bn, showing the im-
provement in earnings was based
“largely on the benefits of tight
management”,

Profit before interest and tax
rose 12% to R45,61m. A R10,65m
(R8,67m) tax bill left post-tax in-
come at R26,51m compared to
R18,91m in the corresponding pe-
riod last year.

Everite and asbestos manufac-
turer AC Pipes, which was wait-
ing for the upturn predicted for
1998, was also receiving close at-
tention, Kotzee said.

He was confident the outcome

(C}Bgoup 5 income

4 number of legal disputes, in-
cluding the settlement of the
Houston bridge and Johannes-
burg Stadivm contracts, would de-
liver income which had n.

The group was in a strong cash
position and, with turnover set for
a slight increase, was confident of
maintaining profitability for the
full year.

“Group 5’s price to earnings ra-
tio declined with the incorporation
of Everite, but with that concern
out of way, the rating (9,82 on Fri-
day) is improving to a more real-
isticlevel.” .

Group 5 lost 20c or 2,42% to
close at R8,05 on the Johannes-
burg Stock Exchange on Friday,
well off its eight-year high of
R11,50 achieved in February last
year. The share has lost 45¢ or
5,29% this month.
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Masonite’s income. falls

.. _Z_oo_w ._m=<m< A u

. DURBAN — Hnmﬁmﬁ._mu building and
construction group Masonite (Africa)
» saw attributable income drop 13% to
*‘R11,2m for the year-to_December as
_ margins slumped in the wake of weak-
+*er prices both locally and internation-
. allyin an oversupplied market.
Chairman and MD Alan Wilson
v gaid yesterday-that; :earnings a share
t! .decreased to 164c from 18%c, despite
*being enhanced by decentralisation in-~

B0 28 N

omﬂﬂqmm of R3m a y eived mEuﬂ
the 1995 and 1996 mbmbﬁmu years.
30c (1995: 30c) final dividend was de-
clared , bringing the total to 42c (50c).

Turnover rose 14% to R220,6m as
sales were boosted during the second
half-year, Wilson said increased turn-

over had been mainly volume-related:

because of more production available
from the Plate Glass-controlled hard-
board plant in Zimbabwe.. Masonite
markets the Zimbabwean product.
However, ﬁ_um noBumEnEm nature of

had given rise to poor price realisations
with the consequent effect on margins,

.and net income before taxation had:
slumped 23% t6.R16,1m. .H.mwmmwb mm__

to R4,9m (R8m).

H.ao_n_bm to the nE.H.mun %mmb QEmob
said several economic factors; includ-
ing furniture sales, remained weak,
High interest rates and the poor like-

- lihood of any reduction during the first

half of this year contributed to the poor
general mnoboHEn outlook.

13% in wake om éomw ?._omm

voﬂp local mbm Ewmnﬂmﬁoumu BﬁWmﬁm )

H.Hoﬂmdmﬁ gmmoﬁwm was expected.to
benefit from increased. building activ-

ities and exports. Wilson believed that
.:should- the: industry- oqmuambw be ’
- boosted by- the. ‘reconstruction and’ mm.
- velogment: E.omnmEEm as roﬁmﬁm pro-

‘jects camé on ling, Masonite was well
- placed totake mmdmugmm of the growth,

Masonite also aimed to bring more -

value-added products into its core busi-

'ness as a means of boosting margins,

roduct on the
ﬂmm_mm.

and would launcha new
B«oub ational market wi
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Cape Town — Wilson Bayly
Holmes-Ovcon, the construction
group, met market expectations
by, posting a 21 percent growth in
earnings for the six months to
December 3L _
This was achieved on an
18 percent increase in furnover

¥t
¥

wda

and operating income which rose
to R422,2 million and R12,7 mil-
lion respectively, = ‘
After net interest of R3,9 mil-
lion (R2,5 miilion) and taxation of
R5,6 million (R4,5 million), attrib-
utable earnings rose 28 percent to

" R10,9 miflion. As a result of an

increase in the weighted average, .’

shares in issue, growth in earn-
ings a share was diluted to a

p———————

PN

1) (b Pﬁia_ﬁ

91 percent improvement at 19,8¢.
The dividend incredsed 25 per-,
cent to 5¢ a share. '
Capital expenditure of
R20 million was incurred in the
first half of the year and this was
expected torise toR33 million for,
the year. - )
The.directors said that while

cash and bank balances were at'a

high level of about R159,8 million

(R162,7 miltion) this was partly a
seasonal phenomenon. But, the
directors said if cash balances
were taken into manoﬁn. the
group had no gearing.

The construction division and
the road and earthworks division

' had a good first half. The con- .
+ “§fruction divisiorrhad been busy -

E all areas in which it operated
although difficulties had been

I—————

growth

. experienced in maintaining work

levels in EwaZulu Natal. Con-
tracis awarded to this division
during the review period totalled
R519 million.

The Road & Earthworks
division was busy in spite of
heavy _rainfalls and lifted

is active in Swagziland, Botswana
and Namibia. )

i

. tutnover and,profit. The divigion ..
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DIPLOMATIC VIEW

Chile constructs relations with SA building industry

he high standard of South

African construction pro-

jects abroad has earned
this couniry’s industry an envi-
able internatienal reputation, a
fact borne out by advertisements
now appearing in Scuth African
newspapers calling for tenders to
build the new $80 million passen-
ger terminal at Chile’s Santiago
Internationsa] Airport.

This is only a small piece of
the $2.4 billion cake on offer from
the Chilean project. Ricardo
Lagos Escobar, that country’s
minister of public works, was in
South Africa last week to encour-
age South African consiruction
firms that Chile wants them to
grab as big a piece as they can.

The name of South African
firms has been enhaniced by their
involvement in such projects as

the new Hong
Kong airport,
currently the §
largest con- §
struction op- §
eration in the
world, and on,
various sites

in the Middle g
East.

s cua SRR couss
third-largest
foreign in-

vestor, trailing only the US and

Canada, South Airica has estab-
lished an impressive track record
in the South American country
although the $1,3 billion worth of
investment is mainly concentrat-
ed in mining concerns.

The $2,4 billion airport pro-
ject is just a part of Chile’s prag-
matie centrist government’s

T ﬁ.@nv

drive to attract $11 billion worth
of infrastructural projects over
the next five years.

Lagos said he was impressed
by such projects as the Huguenot
Tunnel, the highway systems and
Cape Town’s Victoria and Albert
development, while at the same
time sympathetic with the grow-
ing pains of both nations, .

“It showed me that with your
technological know-how, we have
alottolearn from each other, We
are countries at a very similar
stage of development. I think it is
easier to learn lessons from
someone very much like yon.”

Lagos’s comparison is flatter-
ing. The only complaint one
hears about Chile is that the
country is doing rather too well
Its savings to GNP ratio is be-
tween 28 and 30 percent. Growth
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over the past decade has been be-
tween six and seven percent, It is
not altogether surprising that
Chile’s economic achievement
hasg been labelled the Germany of
Latin America — when Germany
was on the up, that is,

Lagos pitched to major South
African construction firms at a
breakfast in Johannesburg Iast
Friday, and dined with Julian
Ogilvie Thompson, Anglo Ameri-
can Corporation’s chairman,
who in the 1970s was among the
first to materially demonstrate
his faith in Chile’s future.

Unlike Jeff Radebe, the South
African minister with a similarly
titled portfolio who is concerned
with what we already have,
Lagos's brief is attending to what
is yet to be: airports, ports, roads,
canals, dams and the like.

( .wsz
ac Maharaj, the transport

minister, played host to Lagos
who also spent time with Kader
Asmal, the water affairs minister,
whose duties in certain ways
niirror his own in Chile, .

Lagos also had a number of
Informal meetings, chatting with
Thabo Mbeki, the deputy presi-
dent and Alec Erwin, the minis-
ter of trade and industry, He also
touched base briefly with Radebe
and Valli Moosa, the provincial
affairs minister,

He was particularly interest-
ed in South Africa’s meihods of
attracting the $200 million of pri-
vate capital needed for the
Maputo Corridor scheme.

It is a path that Lagos knows
well. In his own country, he has
been instrumental in securing
private sector funds for more

than half of Chile’s infra-
structural development, which in
turn has freed up government
money for other projects designed
to narrow the gap between rich
and poor and improve Chile’s
communications with neigh-
bours and the rest of the world.

He espoused the need to share
experiences in balancing social
advances and at the same time
maintaining economic progress.

“We need to have growth with
equity. For example, it is neces-
sary to have income redistribu-
tion, but not at the cost of other
brojects that will lead to inflation
and unemployment.

“Equality does not exist any-
where. The best we can achieve is
a society that ensures that no
matter where you are born, you
will have equal opportunity”

,‘
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CONSTRUCTION group Basil
Read continued its impressive in-
terim stage recovery, reporting a
R9,3m profit from a R14m loss in

© theyear to December, and moving

-into, the black for the first time

4’_

since 1991.

The profit was achieved on the
back of solid performances by all
three operating divisions and was
a culmination of a restructuring
exercise which began with French
group Bouygues’ acquisition of a
controlling 61% stake in 1893.

Group turnover jumped 51% to
R583,6m compared to R385,4m in
the same period last year., Head-
line,;share earnings jumped to

16,9¢ fr-gm a 15,5¢ headline share

loss but the group did not declare a
dividend, opting to retain cash re-
sources for the funding of addi-
tional plant and equipment.

Operating profit was R7,9m up
from just R303 000 last year,
while interest received also
showed a turnaround to R1,7m
compared to last year’s payment
of R2,2m.

The group had accounted for all
restructuring costs. The only sig-
nificant interest bearing debt was
the R13,4m owed to holding eom-
pany Bouygues, group financial
manager Cobus Bester said.

The group’s cash position had
improved considerably and it had
a R76,4m positive bank balance at
the end of the financial year, com-
pared to R35,2m in 1995,

- - -

inues comeback
(32) By a\a\1r

Bester said all three operations
—= ¢ivil engineering, opéncast
mining and building — had re-
ported profits. The latter expected
a turnoverincrease of 160%.

Basil Read had work on hand
worth R780m, providing a solid
base for future growth. Major pro-
jeets included the R89m Richards
Bay quay wall extension and
basin, the Tonga Hospital in Mpu-
malanga, and the R34m extension
to Gallagher Estates in Midrand.

Also — in a consortium with
Stocks & Stocks and Bouygues —
it been appointed as preferred bid-
der for the Maputo Corridor.

MD Gerard Percean said; “The
group has repositioned itself as
one of the leading construction
companiesin SA.”




Robyn Chalmers

BANKS are to delay introducing
more stringent mortgage lending
criteria by more than a year after
objections from builders, with the
new rules being phased in over
eight months from May 1998, the
Association of Mortgage Lenders
said yesterday.

Housing Minister Sanlkie
Mthembi-Mahanyele confirmed
yesterday that a breakthrough
had been reached on criteria.

She also released upbeat
m_.o&bam_ spending figures, with

ve provinces having spent more
than 100% of their budgets by end-
January.

The new mortgage lending cri-
teria mean public servants will
qualify for significantly reduced
loans, and could affect the low-
cost housing market.

The criteria were vehemently

Banks Qo_mw loans

opposed by builders when banks
M.E» forward proposals 1ast year,
orcing * Mthembi-Mahanyele to
appoint a special task team to in-

vestigate. Mthembi-Mahanyele’

told the Islamic Chamber of Com-
merce and Industry yesterday the
task team had managed to resolve
the issile, with all parties agreeing
on the need forchange. -

“It has been agreed that my de-

artment ... will convene a month-
y meeting of the banks and devel-
opers — involving the highest of-
ficials from each organisation
taking part — to ensure closer ¢o-
operation and a better flow of in-
formation,” she said.

Kevin Gibb, recently appointed
new chairman of the Association
of Mortgage Lenders, said the pur-
pose of the mortgage lending eri-
teria was to bring public servants
in line with other borrowers.

“We have agreement on this is-

[P . [

criteriam
N YECES

‘Cape,

rmm——

)

sue from the builders upwards, fa-
cilitated by government.” The new
criteria meant an individual earn-
ing R2 500 — previously qualify-
ing for a loan of R85 000 gver 20
years — would now qualify for a
R60 000 loan.

On provincial lending figures,
Mthembi-Mahanyele said the
Western Cape had spent 203,7%
of its budget, Northern Cape
154,3%, Free State 136,3%, Gaut-
eng 1258% and Mpumalanga
110,7%, This solid performance
was offset by relatively poor
spending fipures from Rastern
North West, Northern
Province and KwaZulu-Natal.

“If 1 had to prioritise the two
main obstacles for housing daliv-
ery, they would be capacity and
land. One of the main items on my
agenda for 1997 is to build capac-
ity in provincial housing depart-
ments and in local authorities.”

Housing Minister Sankie Mthembi-Mahanyele addressing the Islamic
Chamber of Commerce and Industry in Johannesburg yesterday on a

range of housingissues. Picture: TYRONE ARTHUR
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Support group

to be formed

Pm]ect mns
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NORMAN JOSEPH
StaFr REPORTER

The provinecial housing depariment is
to start a support group for
contractors involved in the Integrated
Services Land Project on the Cape
Flats.

Ministry of Housing public relations
officer Surita Botes said the department
was committed to helping emerging con-
tractors and was establishing a support
cenire, known as Build Smart, to support
the contractors in the project.

This announcement follows allegations
by members of the Black Builders’ Forum
that provincial Housing Minister Cecil
Herandien had reneged on promises that
project contracts in Delft and Weltevreden
Valley would be allocated to contractors
from the community.

Forum members Kashief Rossouw of
786 Contractors, Edwin Botha of Pride
Homes and Gerald Brown of Brown
Builders have taken legal action against
the departinent for allegedly failing to pay
them for completed houses.

The three also allege that the depart-

for novice
contractors .,

T
ST
:

nto. trouble
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Ment did not pay them brldgmg or
\progress payments as agreed in'a contract.

But Ms Botes said: “The-contractors
were all aware of the fact that only one
progress payment can be made in terms of
the Capital Housing Subsidy Scheme. This
was not considered to be a problem.”

She said the department helped the
three by introducing them to major materi-
al suppliers and companies that couid pro-
vide them with bridging finance.

Ms Botes said 786 contractors were set
the task of bulldmg 200 houses in Weltevre
den Valley and 300 in Delft, .

After seven months, only 35 houses
were built.

Mr Brown and Mr Botha had been
instructed several times to complete the
450 houises in Weltevreden Valley, “But
they have each completed only 30 houses.”

Mr Rossouw said they could not com-
plete their houses because the department
owed them money for houses already fin-
ished and had failed to pay progress pay-
ments.

The builders said potential buyers had
chosen all their show houses but the
department had limited their workload.

i
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Robyn Chalmers

THE National Home Builders’ Registration Councii
estimates that between 45 000 and 70 000 houses
will be reflected on its records this year, signalling

' that the consumer protection body is starting to have
a major effect on the housing sector.

Council figures released this week showed that a
total of 2 516 home builders around the country had
registered with the council. Most of those registered
are based in Gauteng.

Council MD Peter Allsopp said yesterday that an
average of 250 hame builders wanted to register with
the council each month.

“The council was originally set up by the building
industry to regulate the home building sector, to pro-
vide a minimum building standard and to provide
consumer protection where a contractor will not hon-
our his contractor or warranty obligations,” he said.

Council figures indicated that 3434 home

* Home builders’ council mz%kes its mark

3|97 (20
builders had applied to r!egister with the council, but
178 registrations had not been approved and a fur-
ther 14 home builders had been deregistered.

Allzopp said reasons for the deregistration of the
14 home builders included a company going into lig-
uidation, several cases of incomplete work along with
fraudulent use of the council’s logo and warranty.

A number of companies had submitted cheques
which bounced and did not respond to contacts, while 3
others had taken deposits but had not done the work
they had promised to do. The imll))lication of dereg-
istration was that affected home builders would not
be able to obtain mortgage bonds for their consumers.

A.Hs(‘)]p;f said the council would give a registered
home builder the opportunity to rectify the problem #«
or provide answers. F

“It is only when a home builder refuses to co-op-
erate or provide acceptable redress that the council{
enters into the deregistration Erocess. A company is§
also deregistered on closure or ‘t}ujdation.” :

There were also a number of reasons why home
builders who had applied for registration with thes.
council were not approved. These related largczlf tofr
proof of poor construction qbua]ity and financial ir-
regularities which had not been attended to. Some
contractors applying also had no experience. ]

According to the council’s fi , 936 home}
builders in Gauteng are regis with the council, ]
433 in the Western Cape, 403 in KwaZulu-Natal, 235
in the Eastern Cape and 167 in Mpumalangs,

¥
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Robyn Chalmers

THE National Home Builders’ Registration Council
estimates that between 45 000 and 70 000 houses
will be reflected on its reeords this year, signalling
that the consumer protection body is starting to have
amajor effect on the housing sector.

Council figures released this week showed that a
total of 2 516 home builders around the country had
registered with the council. Most of those registered
are based in Gauteng.

Council MD Peter Allsopp said yesterday that an
average of 250 heme builders wanted to register with
the council each month.

“The council was originally set up by the building
industry to regulate the home building sector, to pro-
vide a minimum building standard and to provide
consumer protection where a contractor will not hon-
our his contractor or warranty obligations,” he said.

Council figures indicated that 3434 home
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builders had applied to r’eg'iater with the council, but
178 registrations had not been approved and a fur-
ther 14 home builders had been deregistered.

Allsopp said reasons for the deregistration of the
14 home builders included a company going into lig-
uidation, several cases of incomplete work along wit
fraudulent use of the council’s lo(fo and warranty.

A number of companies had submitted cheques
which bounced and did not respond to contacts, while
others had taken deposits but had not done the work
they had promised to do. The implication of dereg-
istration was that affected home builders would not
be able to obtain mortgage bonds for their consumers.

Allsopp said the council would give a registered
home builder the opportunity to rectify the problem
or provide answers.

“It is only when a home builder refuses to co-op-
erate or provide acceptable redress that the council
enters into the deregistration Emcess. A company is
also deregistered on closure or liquidation.”

There were also a number of reasons why home
builders who had applied for registration with the
council were not approved. These related largely to
proof of poor construction quality and financial ir-
regularities which had not been attended to. Some
contractors applying also had no experience.

According to the council’s fipures, 936 home
builders in Gauteng are registered with the council,
433 in the Western Cape, 403 in KwaZulu-Natal, 235
in the Eastern Cape and 167 in Mpumalanga.
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Builders 00:30__ says-contractors :mx w%mm_mwmm% g_ak were m
being’ Qmﬁmm_mﬁmqma for poor work . .- - =

. .H.rnoo:-_o:ccmm mo_.Enm ﬁoBc::c_.
;. " the. performance of contractors s&amm
0 newly-built homes had defects.
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"By Joshua Raboroko

: HE GOVERNMENT'S mass low--
PR cost housing am_EmQ might hit

E snags if shoddy workmanship

A by unscrupulons property
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Registration_ Oo.m_inm ‘announced yes-

#cﬁm:_a analysts haye'wamed. -..7

The National Home - Builders

-terday that -187 ooBEEEm of poor
v Ec_.wh_nbmw_ﬁ had @nnu reported, 98 of

which were for _poum.om built by nareg-

NHBRC managing .&&nﬁon gn En:mn.m have wnon_E.Bma that alf con-
Peter Emow said -60 legitimatg- com- ﬁ.wﬁ.oﬂ have to register E:_u Eo noE--
. plaints of enrolted mgm_omm_.m -bwc ‘1o €0
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OwTlers against contractors.
“it Ea complaint is: mn.:nEnm:w

-related and the contractor is liable for

the defect, the councit will mediate for

the. home w@oﬁu w.&mow said. . ¢ :
Drastic' action, -inclading . amao_m-

tration, might be taken against. contrac-

- tors™who -fail- .8 w.mcm@ thie~ ooaan;.
- oo;&:onm afier ivestigation.
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Every passerby with a sense of incon-
gruity will have noticed the small town-
house development in West Street, San-
down, directly opposite Stocks & Stocks’
Michelangelo Hotel. Down-at-heel San-
down Chalet is flanked to the left by Mer-
carntile Lishon Bank and to the right by a
Tiber Bonvec building site.

The mystery is that it hasn't been re-
placed by an office block. It's of more
than passing interest, too, that number 5
of its 12 sectional-title duplex units has
been the Gauteng pied-d-ferre for more
than a year of Sporis Minister Steve
Tshwete.

Number 5 is one of two owned by
Stocks & Stocks. That could constitute
additional proof of CEQ Bart Dorrestein’s
cosy relationship with Tshwete, one of
many he has cultivated with politicians
{see Cover Story March 14).

Between September 1993 and April
1994, Tshwete worked for Stocks &
Stocks as a political and housing consul-
tant at R5 000 a month. He and Dor-
restein have been holding discussions
about the construction of a national
sports academy at Centurion, outside
Pretoria, since 1992.

Number 5 is registered in the name of
the Stocks & Stocks nominee company
Sandown Offices. The previous owner,
Neil T Chandler, paid R185 000 for it in
late 1993 and sold it five months later for
R395 920.

Number 8 Sandown Chalet is also
owned by a company, Sales Imports, but
the FAf was unable to establish the iden-
tity of the directors.

Stocks & Stocks group communica-
tions manager Suzette Pocock says there

is a formal lease between Stocks Proper-
ties and Tshwete at a market-related
rental. However, the FA's request for de-
tails of the rental and a copy of the lease
was not granted.

Not everyone has been quick to take a
profit at Sandown Chalet. Indeed, one of
the stumbling blocks to the wholesale
takeover of Sandown Chalet appears to
have been number 3 owner Chooky
Stevens. For a few years now Stevens, an
estate agent with Realty 1 Elk in Hurling-
ham, Hyde Park and Sandhurst, has
made it clear she is not a seller.

“I have repeatedly told representatives
of Stocks & Stocks that 1 will not name
my price,” she confirms.

“1 will not even consider selling if the
price does not give me sufficient funds to
pay off my existing bond and to buy and
move In to an equally pleasant town-
house or cluster development that also
provides a garden, allows me to keep
pets and is in an equally convenient lo-
cation. On top of this — a process which 1
will find extremely inconvenient because
I do not wish to move — [ want to be able
to bank change.”

Stevens says Stocks & Stocks has
brought market-related offers which she
has turnmed down because, she says,
“only sellers are interested in current
market prices —and [ am not a seller.”

She adds that the
agent for Stocks &
Stocks, Divaris Real Es-
tate's Tim Foster-Green-
wood, has “pleaded with
me on two occasions to
counter offer — which I
have done. My counter
offers were rejected and
have since expired And
as far as I'm concerned,
the matter is closed.”

Pocock confirms that
the company developed
the Mercantile Lisbon
Bank headquarters next
door to Sandown Chalet.
“We were originally offered the opportu-
nity to buy an assembly of all the sec-
tional title townhouses. We found the
price too high and decided to buy only
one as a strategic investment in the
block,

“From the time we acquired number 5,
Foster-Greenwood — as an independent
agent — has endeavoured to assemble
the properties. We have indicated to him
that if the total price of the assembly is
offered at a market-related price, we

may be interested in acquiring the prop-
erty.”

Pocock states the obvious when she
says it is “the prerogative of the owners
of the varicus townhouses to decide
whether they wish to sell or not.”

However, Stevens’s disinclination to
sell — and she is not alone in having re-
sisted a site assembly drive — is impor-
tant in that she may be championing the
rights of property owners in many parts
of Gauteng who feel browbeaten into
selling to would-be commercial develop-
ers at their so-called market value.

It hardly matters whether or not
Tshwete pays a fair rental to Stocks &
Stocks. That he occupies the townhouse
at all will not sit comfortably with the nu-
merous critics of Dorrestein's “network-
ing" methods.

It will also be the opinion of many that
Tshwete — who did not respond to the
FM's request for a comment, let alone for
confirmation of a rental agreement with
Stocks & Stocks — compromises his rep-
utation every time he turns the key in the
door to number 5 Sandown Chalet.
Linda Stafford

* INTERNATIONAL OFFICE RENTS R
LITTLE RISING STAR

SA is becoming just visible in interna-
tional property surveys. Sandton’'s are
the only prime office rentals that rose
significantly in Richard Ellis's December
survey of 71 world cities.

A 25% lift in rentals since the june sur-
vey, from R40/m? to R50/m?, more than
offset a plunge of over 20% in the rand. it
alsoraised local rates from 11% to 12% of
London’s West End R422/m? average
(which itself was the second fastest
growing rental on the list, rising by 7%
since Junc).

SA prime office remtals also rose
sharply — from 47% to 60% — as a pro- .
portion of Perth’s, where some of the
lowest prime office rentals outside Aftica
are to be found.

In 1991, Sandion rentals were only
25% of Perth’s and 7% of London's.

Overdevelopment and stagnant de-
mand continues to pull rents down in
high-flying cities such as Mumbai (for-
merly Bombay) — the costliest at
R627/m? — Hong Kong {(R480/m?,
Moscow (R398/m?), Beijing (R305/m2)
and Shanghai (down 18% at R275/m?).

There was little change in Europe or
the Americas. Jan Fife
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After a number of disposals to foreign
principals, such as Fedstone to Bridge-
stone and the share in Gypsum to BPB,
M&R has decided to do its bit for black
empowerment. Several companies in
the old suppliers and services group will
be spun off into a new black-controlled
company, which has been independently
valued at R140m, with combined operat-
ing profits of R30m.

M&R Holdings CE Graham Hardy says
that while most recent empowerment
transactions concentrated on financial
services and mining, this will give blacks
a valuable stake in manufacturing.

M&R Contractors CE Malcolm McCul-
loch says the new group will hold com-
panies in the portable accommodation
business, merchanting and timber.

-All the companies are well-estab-
lished. While McCulloch will not name
them they probably include Woodline
Timber Industries and Kwikspace

McCulloch says M&R would like to re-
tain a significant stake — 30% to 40% —
of the group, and would like to sell the
balance to parties already familiar with
the building industry who can add value.

This suggests that it will not sell to one
of the major black empowerment groups
like Nail, Real Africa or Thebe, but would
prefer a second-tier entrepreneur. The
deal is not imminent but will be com-
pleted by M&R's June year-end. Some of
the management of the new company
will be drawn from M&R.

McCulloch says M&R would have liked
to keep some of the underlying compa-
nies but they were included to give the
new company ctitical mass to allow it to
list one day. The turnmover of R400m is
small in the context of M&R Contractors’
R4,55bn but it is the most significant
black empowerment initiative in the
construction field so far.

Hardy says reorganisation of M&R into
four operating groups has enabled closer
focus on core competencies, which for
Contractors revolve around multidisci-
plinary coniracting and engineering.

Apart from troubled Union Carriage
and Abrasives Corp, Contractors is now
focused on areas of core competence in
civils, engineering and mining projects,
original heatt of M&R.

M&R Engineering still needs tidying
up. It intends to concentrate on automo-
tive products, which means that Alloy

Wheels must be returned to profitability,
but still has interests in light engineering
such as L&S Locks and Harvey Roofing
Products, which don't seem to fit well
The other two operating groups, Mate-
rials (Blue Circle) and Transport (Uni-
trans), are well focused but becoming
moere autonomous. These businesses,
however, are too big to lend themselves
easily to an empowerment exercise and
look ideal candidates for unbundling.
Unitrans could form the nucleus of a
new transpott company with Malbak
Motor Holdings and Avis, which are also
in the Sankorp stable (Fox March 28).
The planned disposal is quite small in
the context of M&R and won't materially
affect EPS. But it is following market re-
quests to tidy up its business and im-
prove its balance sheet, which continue
to make the share look more attractive.
AtR10,70 it has recovered off its recent
low of 960c and the latest initiative is a
smali step. Until there are clear signs that
problems such as Alloy Wheels and
Union Carriage are behind it, M&R is a
hold rather than a buy. Stephen Cranston

i PENROSE/GTP -+
NEW PUBLISHING VEHICLE

World-weary minority shareholders in
Penrose — a company haunted by losses,
repeated changes in ownership, suspen-
sion on the JSE and liquidation and
which has not paid a dividend since 1988
— may manage a smile next week when
CTP resurrects Penrose with the acquisi-
tion of four regional newspapers and a
production house.

The CTP rescue team and the new Pen-
rose board comprises Terry Moolman,
Noel Coburn, “Merri” Short and Edwin
Jankelowitz, who is also
chairman and MD of CTP.

The acquisitions are the
South Coast Heragld, the
Rustenburg Koerante, the
Newcastle Advertiser, The
Lowvelder and RT Spar-
hams, incorporating Hor-
tors Print, at a total cost of
R75,6m.

To March 31 1996, the
South Coast Herald had a
turnover of R6,2m and an
operating profit of R1,8m. In
the same petiod the Rusten-
burg Koerante turned over
R12,7m with operating
profit of R3,5m. The New-

Edwin Jankelowitz

casfle Advertiser turned over R8,2m, with
operating profit of R88000 (1995
RO,8m); The Lowvelder turned over
R9.6m with operating profit of R1,3m
and Sparhams showed a small profit of
R1,6m on a turnover of R37,9m.

The prices of the publishing businesses
were calculated on 10 times their after-
tax profits and will be settled with new
Penrose shares ak the issue price of 10c.
The South Coast Herald, the Rustenburg
Koerante, the Newcastle Advertiser and
The Lowvelder went for, respectively:
R11,7m; R28,8m; R13m, R13m and R9m.
Sparham's price was based on its NAV of
R9m,

jankelowitz says prospects for the new
Penrose are “excellent . . . as they will be
operating in the lucrative field of sold lo-
cal newspapers.” Pro forma accounts for
the year to March 1996 — assuming the
new businesses were held in Penrose —
show turnover of R74,8m, with operating
profit of R8,4m.

After adjustments for management
and administration fees — payments to
the previous partners which will fall
away — the operating profitis R11m, giv-
ing a margin of 14,8%. Tax is charged at
35,6%; Penrose has a tax loss of R1zZm.

However, the pro forma balance sheet
shows borrowings at R16,8m against
shareholders’ funds of R16m.

Penrose is increasing its authorised
share capital from 30m ordinary shares
at 2¢ 1o 5bn shares at 2¢ each. These will
be consolidated one-for-five, giving Pen-
rose an authorised and issued share ¢ap-
ital of 1bn ordinary shares of 10c each
and an issued capital of 175,4m shares at
10¢ each.

CTP, which has a major interest in
each of the acquired businesses, will
take up 531m of the new shares. With
Penrose shares already held
{ by CTP, and those to be is-
sued in respect of a R9,9m
CTP loan to Penrose in 1995
to discharge it from liquida-
tion, CTP will hold 72,75% of
the enlarged share capital.

The offer is one CTP share
for every 320 Penrose
shares held or 10c¢ cash per
Penrose share. The cash of-
fer is 54,56% below the last
price of 22¢ at which Pen-
rose was traded before its
suspension in May 1995,

Penrose will be reinstated
on April 7 under the Media

sector. Peter Schafer
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"BA’s lafges construction and engi-
neering grop, Murray & Roberts, had
settled its dspute with German-based
project maiager Siemens over a
R500m Taiwanese train contract with
M&R subsidary Union Carriage &
Wagop, the group said yesterday.

This emerged as' the M&R share
price continued on an upward path
which has seen it gain 25% this month,
It ended 45¢ or 3,5% up at R13,40 on
the Johannesburg Stock Exchange yes-
terday. The upward trend was appar-
ently triggered by a large offshore deal
involving 600 000 shares last week.

. Ahalysts speculated that M&R was
selling transport subsidiary Unitrans

or would sann undergo a-management
shake-up. They said -the.share price

could also have been affected by talk
that M&R was planning to unbundle

M&R

Lukan;o‘l\v;manaa
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M&R
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provision had bee:
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Co‘}{fi%uedfrom Pagel

- 0 0 f
“taken a view on the financial effect o
t%l?gispute”, and would not revise the
view until the rella&:eg;ln?ur?n::i cxlntaltlté

ettled. Analysts
tor 1o e n made on the Ia:ls(i
umption that some of the costs wou!
%e cc?vered by insurance and it w:ag dif-

dispute

fMurray & Roberis

Share price, daily close (cents

with Siem
5D 17 [ (9

cement producer Blue Circle, or could
reflect a delayed reaction to the
planned sale of some of its construction
products businesses to a black empow-

ag
Fﬁ-&R financial %tor ionel Bird

said the group was aware of specula-
tion that it would unbundle one or
more of its operating groups. “Various
ways of improving shareholder value,
including unbundling, are routinely re-
viewed, but unbundling is unlikely to
be an option in the medium term.”

He confirmed that a settlement had
been reached with Siemens but de-
clined to give further details until the
group’s related insurance claims had
been settled. “We have reached a set-
tlement with Siemens but the insur-
ance claim is still outstanding.”

The group made a R160m provision
for nonrecovery of amounts due to
Union Carriage & Wagon in terms of
the deal last year. It was not clear how
much, if any, money M&R would be
able to recover. Bird said the group had

ermentExoup. Continued onPage 2
] termine the éffect on M&R
@2) Egl:}f f“"’:rglge‘:' details of the settlement
beenreleased. ot
T lq—l qq ha%rf: I:m?alyst said it was likely that

depending

(provision).”

d Siemens 4
%g(fltd%ré no further claims fmm-%ther
side. “That would prf?fi'tn Ifgffoﬁias" has
bought itself out i?u furthor losset R R,

i ove
dealwﬂlren;lm I aurance settle

ment, couid loge more than

had agreed,there
has

the R160m
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. RESIDENT Nelson Man-
L dela’s outreach to
Africa and the Indian
Ocean rim countries is

% Spurring a new optimism in the

? South African construction in-
dustry, ‘which is seeking more

inter-Africa and international
project work, especially in
South-Fast Asia.

Very low profit margins at
home — as little as 2-3% on ma-
jor contracts — and insecurity
inthe face of the ANC's demands

. .for black empowerment, are

' prompting a more aggressive
sales approach to the rest of the

w world. The big five or six con-

atitefy,, Struction glants see genuine op-
w5 oo portunities for growth beyond
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', . the borders, and each is devel-

i+ oping its own philosophy of
:global competitiveness.
A promotional book launched

., Roberts Contractors, Capacity
+ through- Partnership, aimed at
. Itsstaff and clients, strongly pro-
¢ motes the notion that the com-

+.pany should enter into joint
1« ventures with interests in other:

countries,

-engaged in major partnering
. .ventures in Dubai, Hong Kong

av,.and Indonesia.

Another example is Grinaker
. Construction which is operating
In Mauritius and Malaysia as
well as sub-Saharan Africa. Its in-
- ternational contracting opera-
tions accounted for 8% of turn-
over in the past year, and
. according to MD Bean Born-
helmer, the aim is to increase
., global contracting to 20% within
i, five years.
One factor driving contrac-

.« tors to seek work abroad is their

fvw] o Sense of insecurity in the face of

win i, government

o )
byqrs

demands  for
.greater black participation and
1 empowerment at home. Con-

f: tractors fear that they couid be

excluded from consideration on
poiitical grounds when major
tenders are decided,
Although company spokes-
men do not say so, some top ex-
- ecutives have admitted private-
ly that international contract
work is a hedge against the un-
certainties, for them, of the new
order in South Africa. This
emerged from interviews with
figures in the industry over the
past two months,

Murray & Roberts is currently

Building the
supports for

anew

‘ . C}
construction

era i]:}
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Low profit margins and insecurity
view of empowerment rules are shifting
the focus, writes GRAEME ADDISON

The keynote was struck by
Theunis Kotzee, CEO of Group 5,
who said both sides had to be
realistic because small contrac-
tors could not handie large in-
frastructural projects. “I don’t
believe that if you are not in with
the government you are not go-
ing to get contracts. You have to
adapt to politics and recognise
that there are minimum require-
ments to comply with,” Kotzee
told me,

“Obviously there has to be
black participation, and if you
are looking forward to a white-
run future you are in for a tough
time,” he added, “But small en-
trepreneurs — which is mainly
what the black contractors are
at the moment — can't produce
all the facilities the country
needs.”

Over the past two years all
major construction companies
have stated:their commitment
to black advancement and are
making serious efforts to re-
shape their approach in order to
spread the benefits of contract
work to poorer communities.

But they are hampered by
weak links with the ANC, poor
lobbying and political intelli-
gence-gathering skills, and the
perception that they were the
“builders of apartheid” who par-

ticipated profitably in a repres-
sive labour system.

Their credibility with govern-
ment and its allies in the trade
union movement is perceived to
be low, and sources say this ac-
counts for the preference shown
recently for foreign firms bid-
ding on major local contracts.

The Maputo Corridor toll road
project has been an object les-
son in the new politics of con-
struction, according to many in
the industry. Trans African Con-
cessions was named preferred
contractor for the R700-million
N4 tollroad, part of the corridor.
This consortium includes a ma-
jor French company which
helped to put together a bid en-
suring wide benefits for commu-
fities along the route.

Leo Rohrig, director of Con-
cor Holdings' division for new
business development, said he
was optimistic that the RDP had
not vet reached its full potential
because much was escaping the
public eye, but it did change the
way that projects were set up
and run,

“We are not going to ﬁee mega-
projects any more, I:; t lots of
smaller projects being put to-
gether in a decentralised fash-
fon, and contractors will have to
find the finance,” said Rohrig.

PRNCNE




The Buﬂdmg Industries Federation of
South Afrlca has come out strongly
agamst recent media reports suggest-
ing that a 60 sq m house can be built
within the R15 000 government sub-

sidy.

Executive director Ian Robinson
said that these statements were rais-
ing unrealistic expectations and were
doing a disservice to the provision of
affordable housing in South Africa,

“A serviced site with potable water,

Bifsa cool on housmq subsudles
R 33

Water-borne sewerage and electricity
cannot be provided for less than R8 000
and normally costs more.

By the time other sundry costs
have been taken into account, this
leaves little more than R6 000 with
which to build a superstructure,

“This R6 000 will only buy materi-
als to construct a floor slab and basic
shelter. To suggest that a 60 sq m
house can be built for little more than
R6 000 is grossly misleading,” he said.
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Home buyers %%sgzmillizg/%s

By Joshua Raboroko

ABOUT 14 construction compa-
nies, who promised black con-
sumers new homes, have been
deregistered by the National
Home Builders Registration
Council (NHBRC) after being
found to have defrauded their
customers of millions of rands.

NHBRC chairman Mr Mike
Mohohlo said at the weekend that
complainis against the companies
ranged from fraud, unfinished
work, numerous large-scale judg-
ments and bounced cheques to
liquidation.

He said Howzit Property
Developers (registration 562) was
found to have gone into Jiguida-
tion. There were allegations of
receiving bonds drawn without
completion of houses.

KK Homes Improvers had
several cases of unfinished work,
work that did not adhere to build-
ing regulations, no supervision of
sites and fraudulent use of the
NHBRC logo and warranty.
About R200 000 was paid.

J1 Viljoen Developers (reg
1083) had bounced cheques and
were not available when contacted,

Manuel Construction T/A

1Y had
numerous judgments. About
R1 million was involved. Another
company, Tanas  Building
Construction (526), had numer-
ous bounced cheques.

Nitsele Property Developers T/A
Comfort Properties (1081) had
bounced cheques, while ME Moraba
Projects’ (529) cheques bounced and
they were uncooperative.

Pro Builders T/A Rand
Construction (reg 122) fraudu-
lently used NHBRC registration
certificates, forged to obtain
bonds from banks.

Gable Construction (reg 77)

had accepted more than 79
deposits and very little work was
done. Consumers allegedly paid
deposits ranging from R4 000 to
RI0 000 to the company after
being promised homes near the
Doornkop Cemetery, Soweto, and
in Silumaview on the East Rand,

Mentalink Project Management
(reg 738) was closed down. H and
A Housing T/A Town Housing (reg
181) was liquidated — 17 houses
enrolled; Nel Fourie T/A NF
Konstruksie (reg 535) are possibly
in liquidation.

NHBRC can be contacted at
telephone (011) 886-3636.
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Cape Town — While the govern-
ment’s initiative to embrace the
private sector in a multibillion-
rand parthetrship to build seven
new prisons was to be welcomed,
certain protections were needed
for the local industry in the face
of international competition, Ian
Stmckland the president of the
South' ‘African ‘Association of
Consultmg Engineers, said yes-
terday

Strickland was reacting to
last wegk’s announcement by
Sipo. Mmmela the correctional
services minister, that companies
in South Africa and abroad
would be invited to tender to
finance, design, build and operate
new corractional facilities,

He said the local industry had

come through an extremely

tough time and the government

Local contractors alr

87£I'IFOIIS

had a social responsibility to pro-
tect jobs at all levels.

Tan Robinson, the executive
director of the Building Indus-
tries Pederation of South
Africa, said all tenders in South
Africa were open to the interna-
tional market. He did not believe
that posed a threat to the local
industry.

Basie Verster, the president of
the Assoeiation of South African
Quantity Surveyors, said the gov-
ernment had to ensure that im-
partial and independent built en-
vironment professionals were
appointed to protect taxpayers’
interests during the construction
and lifespan of the prisons.

Verster said the state should
negotiate with professional bod-
les over the appointment of a pro-
jeet controller to safeguard state
interests, especially as no infra-

* structure exists t6 deal with what

would be a'complex process

i-tfw“
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John Dludlu

SA CONSTRUCTION and engineering
companies are expected to benefit from
SA’s partial membership of the Lomé
convention which entitles them fo ten-
der for contracts worth 6,2-billion ecus
in the convention's 70 African, Carib-
bean and Pacific (ACP) member states,
analysts say.

Until 1ast Friday, when the joint as-
sembly of the European Union (EU)
and the ACP approved SA’s member-
ship of the convention, only SA firms
based in ACP states were allowed to
tender for the contracts financed by the
European Develcg)nment Fund (ED¥)—
the convention’s financing mechanism.

Michael McDonald, an economjst at
steel and engineering federation Seif-
sa, said yesterday that SA’s integra-
tion to the ACP carried exciting oppor-
tunities for the country’s construction
and engineering companies which had
the technical expertise needed in infra-
structural projects.

Cape Town University academic
James Hodge said: “Another area of
benefit is because SA professionals
cost less than European rivals, there is
a chance to enter those (ACP) markets
in certain business gervices.”

Hodge, an expert in services trade,
said increased trade and investment
opportunities resulting from Lomé
membership would also boister the
need for SA’s financial, advertising,
marketing and legal services.

boon for buildefs

=22
e EON

progusal that its firms be allowed to
tender on preferential terms, normally
granted to ACP nations, was rejected.

A number of analysts canvassed
said the country’s firms did not need
these concessionary terms laid down in
article 303 of the convention.

SA’s major eonstruction con:franies
based in the ACP states have already
won a significant amount of EDF-fund-
ed contracts. i

Rashaad Cassim, a director at the
Braamfontein-based trade and indus-
try policy secretariat, echoed McDon-
ald’s view, saying the membership of-
fered vast opportunities for companies
involved in infrastructural projects.

The EDF contracts, mostly won by
EU firms or ACP ones with EU share-
holding, comprise works, supplies and
technical assistance — a trend which
EU development officials hope will
change with SA’s participation.

While SA firms might have the
gkills, the awareness level of Lomé op-
portunities was “worryingly low”, one
analyst said. McDonald said: “We have
t6 educate them on how to go about do-
ing it”. Faxed inquiries to the trade de-
Eartment on whether government will

old information seminars were not
answered this week. Ca

An EU official in Brussels said the
EDF tender system, available on Inter-
net, was transparent and open. As an
ACP member, SA will also be allowed
to participate in joint EU-ACP bodies.
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Builders forced to
register nmove to
protect consumers
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CAPE : TOWN — ‘Housin,

| Sankie’Mthembi-Mahanyele disclosed

plans yesterday to protect consumers
from uns¢rupulous developers by mak-
i’ régistration of builders using
government subsidies compulsory. -
The:plans, which have drawn crit-

| icism “from leading builders, include

the granting of statutory recognition to
the National Home Builders’ Regigtra-
tion. Gouncil to help it impose aceept-

ablestandards of construction.

In.ca bid to speed up delivery,
Mithembi-Mahanyele also announced
measures aimed at giving local author-
ities first-time powers to administér
national housing programmes and
subsidy applications.  * .

_She said occupational rights would,
for the first time, be considered suffi-
cient security of tenure for rural com-
munities seeking housing subsidies.

A bill making the council a statu-
tory body would be published by June
andbuilders seeking to access credit
would have to register with the council. .

The bill would ‘end self-regulation
within the construction industry-and
builders wishing to qualify for state
subsidies would have to comply with
the council’s regulations. :

Mthembi-Mahanyele said the move
to end self-regulation followed threats
by a minority group of builders to

 break away. from the regulations im-
posed by the council and goit alone.

Some builders had failed to meet ac-

| ceptable standards of construction and

many had not committed themselves to
transformation. . . - )
- .. The council, which imposes a 1,3%
Jlevy.qri-the total cost of a house-as in-:
_Surance, -against, future defects, had
Eegistered 3 586 home builders and
eregistered 14 builders who had
failed to comply with its regulations.
Building Industries Federation of
SA executive director Ian Robinson ex-
pregsed disappointment at govern-
mernt’s, move. Bifsa members; had ex-

pressed strong dissatisfaction-with as-

YR
il

Continﬁed onPage?2

overall&ccmt:epii:I ‘was supported, he said
council was originaily i -
eg to protect buyers of lo%osgh]gzeaﬁig
of up to R66 000. This has been extend-
ed to houses of less than R250 000 and
- 1t seems pointless to inflate the
housing market further when the in-
flation factoris already so high.”
Rol_)mson said there was also no
commitment from the council to rectj
defaults, but only to “endeavour” to do
80, and it was unfair to charge a levy
when consumers might not benefit.
!—Iowevez_', SA Residential Develop-
ers’ Association executive director

P L AL T L I LT

B llﬂder S @ ?;) e "' ~Hendrick Kekana-believed it a stef;%f

Continued from jage 7
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the right direction as it would
consumer protection o0t ont
dlsléonesgl builders. R
,Council MD Peter Allsopp said Bif-
8a’s objections did not hold Evgter asBa]{.I
consumers had the right to protection.
against poor workmanship. Y
Mthembi-Mahanyele said  the
guidelines, which would be effective:
immediately and intended giving local
authorities powers to administer na-;
tional housing provision, had been ap-'
pml‘:fge by houix_st:nl;gl\IECB. -
1 terms of the guidelines, local au-!
thorities will be given accreditatio:f 11;10
plan and administer housing delivery.
A two-year training scheme will be in-.
Eriglt_iu;.'led &iﬂ e_a;lable provineial and mu-
pal officials to advise pe
housing assistance. people o

and help root out,




| Ne‘w measures

to. curb s;hoddy.

. »workm5hsh|p

Cape Town = &ew measutes to carb
cowboy bullders and protect consumer
rights were announced by Housing
Mmlster Sankie Mthembi-Mahanyele
yesterday =2

.She would also seek to increase delivery
ofrural housing and give new housing
powers to loguthorges %h sai cl:l'l a
statement.

Under the new 1‘311\(1;3 statutorysrecogn?
tion would be given to the National Home
Builders Registration Council - the build-
ing industry’s self-regulatory body.

. Legislation was being prepared to make
the council an official body to protect con-
sumers against shoddy workmanship and
unscrupulous builders.

For the first time home owners would
be able to phone a toll-free housing advice
service, thanks to a R1-million grant
secured for the Housing Consumer Protec-
tion Trust by the Housing Department.

Another bill would-be introduced in

| Parliament to give local authorities pow-

ersito administer national housing pro-
grammes and give local municipalities
powers to plan, budget, manage and main-
tainhoqsing. —~8apa
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Mlmster Ms SankieMthembi-Mahanyele, .., -
. L She alsp/aimsito mtroduce a draft bill Whlch

administer; plan‘and budget for natlonal housmg
prograrres., .

| recogmtmmWould be given to the National

Homie Builders! Registiation Cotiricil, the indus-

try’ sse]f-regtﬂatory body, followmg a threat by a
< “mirnfority group” to break away. .

sumers against shoddy workmanshlp and
unscrupulous buildérs. .

\. . Mthembi- Mahanyele noted that the council
had de- reglstered 14 builders because of non-
- cortipliance with its regulatioris and standards, -

Thie rural Housing delivery: measuires centre on

‘ making occupational rights sufficient secunty of
tenure to obtain housing subsidies. :
1 A'toll-free hiousing advice service:has been set

cupbyt the Housing: Consumer. Protectlon Trust.
. The numbeqs 0800 111-663.+~ Pohbcal Writer -

.....
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The legislation is aimed at prdtectmg €on-

s NEW measures to curb “cowboy” builders, pro-f '
l ‘téct:constmers:and boost housing deliveryin . -
{Tiiral ateas wierg:announced yesterday by: Housmg ¥

will givelotal-hiousing authorities powers to

Undér her. "cqwboy bullder curbs” statutory ‘
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By sows pawmo
Political Correspondent
Cape Town - Housing Minister
Sankie Mthembi-Mahanyele has
unveiled a package of housing re-
forms aimed at ing con-
sumers against shoddy workman-
ship and unscrupulous builders,
increasing the delivery of rural
housing, and givinﬁg new housing
powers to local authorities.

Introducing a debate ‘on the
housing budget vote yesterday,
Mthembi-Mahanyele announced

- that legislation would be tabled in
the National Assembly to fitrn the
National Home Builders’ Registra-
tion Council (NHBRC), the build-

ing * industry’s  self-regulatory

 body, into astatutory organisation.
“It's a matter of concern to me
that some builders are not fully

- committed to transformation and
to the upliftment of our people.

[l

Sfor 15197

“They’re not meeting the stan-
dards of construction expected of
them. This is simply unaccept-
able. I'm not prepared to take any
risks when it comes to the issue of
new homeowners and building
standards,” she said.

Mthembi-Mahanyele also re-
vealed that as a result of the
NHBRC'’s work, 14 builders had
already been deregistered due to
non-compliance with regulations.

She also announced that a
draft bill would be introduced in
Parliament to give local authori-
ties powers to administer national
housing programmes, to plan,
budget, manage, administer and
maintain housing provision once
capital investment

basic human need: the availability
of land, affordability, basic ser-
vices, economic growth, sodial de-

. velopment and envirorunent.

folio committee n, .
- Mafolo called for.the” establish- -
", “ment of miniinurm standaids and
* a “political decision” dn whether

dbeenmade.
“Housing is about fulfilling a-

Reforms will give homeowners more muscle

(57 32)

“Municipalities will be obliged
to deal with these issues. They will
noi be able to offer new home-
owners best value for money by
introducing more competition,”
Mthembi-Mahanyele said.

She also announced new mea-
sures to increase housing delivery
in rural areas. Reforms would
focus on occupational rights for
land formerly administered by the
SA Development Trust, former self-
governing territories and increased
access bo rural housing loans.

“New initiatives approved by
the Cabinet should see a substan-
tial boost to the delivery of hous-
ing in rural areas,” ihe said. _,

Parliamentary housing port-

hai Titus

a special land price should be de-
termined for low-income housing,

|
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Prospects for building

industry

Robyn Chalmers

PROSPECTS for the construction industry this year
are the best for five years following government's
streamlined housing policy and expected higher
spending on infrastructure, says the Cement and
Concrete Institute’s 1996 annual review.

Matal gross domestic fixed investment is expected
torise 4,5% this year, which is more esgimistic than
earlier forecasts of 6% to 7%, but a so id improvement
on 1995. Econometrix forecasts that investment in
residential and nonresidential buildings and con-
struction works in 1995 was 0,5%, -4% and 0,56%
respectively.

The review said other factors having a positive
influence on the construction industry included a
large number of road building projects, the provision
of water and sanitation in rural areas, the upgrading
of harbour facilities and the implementation of the
long-awaited municipal infrastructure plan.

There were also a number of planned projects
within the tourism industry, such as hotels and casi-
nos, but there was expected tobe a fall in investment
in nonresidential buildings this year owing to the
rationalisation of institutional property.

The civil construction industry was expected to
undergo structural change, mainly as a result of the
inereasing importance of the private sector in terms

‘lo0

D8J5[4%F

of relative market share, mostly in roads, bridges and
internal services. Brisk tender activity in the early
part of this year was expected to boost turnover in
this sector in the second halfof this year.

Projects in the pipeline included the revamp of the
N3 highway from Heidelberg to Durban, the Maputo
Corridor, Saldanha Steel and the remainder of the
Huletts Aluminium expansion project.

Growth in real terms in the civil sector was ex-
pected to be 2% this year, but there was growing un-
certainty about next year with concern that unless
the public sector accelerated infrastructural work
and addressed its skills shortage, conditions would
be difficult.

The review said there was still doubt as to
whether government’s low-cost housing programme
would take off this year.

“The sluggishness of the promised reconstruction
and development programme projects in 1996 count-
ed heavily against the building sector. There i clear
evidence the private residential sector could expe-
rience poor business conditions this year, with a real
improvement in sight only in 1998.” .

Sales of cementitious products showed only 0,56%
growth domestically last year over 1995, reaching a
{fotal of 9,2-million tons and although exports showed
a healthy increase, these represented only 5% of the
total sales.

e ———————————
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Robyn Chalmers . was a“hugewave of unhappiness” try turnover — had expressed its  state subsidies and those applying lyinfluence the Eo&.m. am,ﬂ.ow ofthe :
Lo tti. 2 in the indusiry about the rules -dissatisfaction with aspects ofthe for credittojoin the council. council, it would be forced to look :
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THE Building Industries -Fed-.. and administratién ofthecoungill; -schiemerecently,hesaid. -:She said that some builders {o alternatives. One alternative

eration, of SA (Bifsa) will consider “Government’s allegation that -. > Mthembi-Mahanyele said in had failed to meet acceptable was to resurrect a homeowners’ a o
setting up an alternative insur- the decision to introduce legisla- -~ Her budget speech this week that standards of construction and warranty scheme launched by the LR
ance scheme to rival the National tion-and end self-regulation foll- - .statutory recognition would be - many had- not yet committed -industry a number of years ago to -4
Home; Builders . Registration owed threatsby a ‘minority group’ ;: granted to the council to help it themselves to transformation. - cover all aspects of defects. you 3

“Council following - government’s of builders to break away from - impose acceptable construction .- - Robinson said that while Bifsa . -While the introduction of state Fe% - ~f -
| decision this week.to give the regulations imposed by the coun-'.: standards and protect consumers supported . the concept of con- legislation was regrettable, Rob- J..
} council statutoryrécognition. ~ * cil snd go'it alone is misinformed " .against unscrupulousdevelopers. :sumer protection in principle, the inson said it did at least give Bifsa - )
. Bifsa executive. -director -lan . andinisleading,”he'said. ..*" . % Abill to entrench the councilas council needed radical changesbe- - the opportunity of motivating its Sl S

: w%ﬁmmu said . yesterday that - -Bifsa — which represénts- _.__um ‘a_statutory body would be pub- fore the' organisation was pre- wuoa_%m&mmon change; . ur -
i} Housing' Minister Sankie Mthem- interests of 5 000 emiployer mem- ', -liskied by June and it would com- .paredto acceptit. | S e will be making a represen-
] bi-Mahanyele had to realise there bers executing 80% of gross indus- -pel. ‘huilders using government- . Unless Bifsa could significant- tation to the minister in the next

ebgislar

few days, and we look forward to
Sﬂmﬁmﬂmﬁ epgagement on as-
wmﬁmom?mm%mﬁmww@ said, v
‘Among the problems that Bifsa
members had with the scheme
was that it was originally intend-
ed to protect buyers of low-cost
houses of up to R65 000 but had
gubsequently been extended _M
houses of less than R250 000.
levy of 1,3% paid on the Sﬂ.mu.nomn
of a'house as insurance against fu-
tureidefects had the potential to
inflate the market. D




BASIL READ
Building with
tighter qﬂﬂ“tl‘ﬂ'S
Losses me e'r?clqd:tmd financial

management is contributing to profits

Less than two years ago, Basil Read's share
price troughed out at 65c. Now 365c, it is
nearly six times that level after having dou-
bled in the last year alone. The JSE's Building
& Construction index is showing a 12-month
decline of 20%. Need one say more?

B ACTIVITIES: Civil engineering, road con-
struction, building and housing, and
open-castmining.

B CONTROL: BouyguesSA(61,5%).

B CHAIRMAN: R E Bailey.CEO: G M Perceaul.

B CAPITAL STRUCTURE: 55,im ords. Market
capitalisation: R20Im.

SHARE MARKET: Price: 365c. Yields: 4,6% on
earnings; p:e ratio, 21,6.12-month high,
365¢; low, 120c. Trading volume last
quarter, 4,6m shares,

Yoar to December 31 "3 e 95 '8
ST debt (Rm) 60 212 91 05
LT debt {Rm) 11 L7 167 136
Debt:equity ratio 570 066 (0,75) (2.87)
Shareholders' interest 006 015 010 0,10
Return on cap (%) wa (152) (43) 38
Turnover (Rm} 3Bl 414 386 584
Pre-int profit (Rm) (330 (168 (122) 1.9
Pre-int margin {%) @88 @h 143 13
Earnings (¢) {154,0) (66,3) (3,2) 169
Tangible NAV (c) 2 39 23 39

*18-month accounting period, annualised

CEQ Gérard Perceau describes 1996 as a
milestone for the group, which reported a
profit for the first time in five years.

But more importantly, the 22 times p:e
ratio indicates that the market's confidence
that his forecast of a 40% revenue increase
for 1997, with further improvement in mar-

B Basil Read Holdings

Cents vs Building index
380

_ Basil Read
340 share price (c} 00523
100 0,0425
261} é.{ff‘/#f.,,‘i LT It N

oo S Bl Read v des
I

SOURGE I-NET 1956 1897

A

gins, is achievable.

Perceau says the turnaround last year was
all the more notable in that it occurred when
the economy was slowing and confidence in
the building sector declining. He could have
added it also reflected the mess Basil Read
was in when Bougues took control in, 1993,
and that achieving the turnaround was the
culmination of two years’ hard work to
straighten the group out.

This process was basically completed in
1995 when the remaining noncore interests
were sold. A total R12,4m in abnormal costs
was written off that year, accounting for all
but R2m of the R14,5m attributable loss.

It was noted at the time that the Basil Read
group was already operating profitably dur-
ing the second half of that year -- this
continued and was extended in 1996, which
was free of any further abnormal items of any
consequence

Stripping out the dead wood on the op-
erational front was matched by a major
tightening of financial controls, This is the
main reason the group ended 1996 with net
cash resources of R62m instead of the net
borrowings of R11m in 1994.

These tighter controls are most clearly
evident in working capital, which has been
cut by over R100m during the two-year pe-
riod.

The financial structure that has now de-
veloped is critical to any assessment of the
share, because the liquid state of the balance
sheet — there is R2,80 cash for every rand of
permanent capital — also tends to hide the
fact that earnings are extremely highly
geared,

Equity’s stake in the total asset base is only
10,5%. The rest, except 7% in borrowings, is
financed by creditors (including contract

1 creditors), which have risen from R71m (64%

of total assets) to R171m (83%) since 1994,
This is primarily responsible for the release of
RIQ0m cash from working capital.

For a construction group, there is nothing

unusual about this financial structure except,
perhaps, the extent to which Basil Read has
refined the art of using creditor finance.
. But with net interest receipts at 18% of last
year's pre-tax profit, it is quite clear that (like
most supermarkets) the group financial
structure has itself become a profit centre,
competing with the four operating divisions
which, on average, earned about R2m each
last year.

Future profit growth depends at least as
much on financial management as on op-
erating results.

This makes the market's current rating of
the share all the more interesting. If it's
accepted that Basil Read is, relative to al-
ternative investments in the industrial sector,
a high-risk proposition because of the ex-
tensive leverage in its earnings, then the
premium rating is a measure of confidence
that management will continue to get its
sums tight. Brian Thompson
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Board warns banks not
to collude on illegal 16%

=T 13|5(97
OWN CORRESPONDENT

JOHANNESBURG: The Competition
Board has demanded that banks and the
Natlonal Home Builders Registration
Council (NHBRC) reply to its warning that
their collusion had led to an illegal levy of
millions of rands.

The board’s warning to the Council of
South African Bankers and the NHBRC
came after 17 of Gauteng’s 20 major resi-
dential developers complained that they
were belng forced to act as tax collectors.

They said the banks would only
approve loans for clients of developers if
the developer was registered with the
NHBRC and had patd over a levy that
equalled 1,3% of the home's selling price
— even if the loans were more than
R65 000, the maximum loan amount on
which the levy may be charged.

The developers told the board that
about R85-million would have been levied
unlawfully by the end of this year if the
banks and the NHBRC continued to col-
lude and levy clients with home loans over
R65 000 and up to R250 000.

( ‘BZC)
" After investigating tie

board issued a stern warning to Cosab and
the NHRBC. .

Yesterday however, in defiance of the
warning that the practice was in confraven-
tion of the 1979 Competition Act, Cosab
and the NHBRC said they would continue
with the levy system becauselegislation |
was about to be passed to enforce it.

The developers said they were seeking
legal opinion on “this gentleman'’s way of
extortion”.

The board gave Cosab and the NHRBC
permission to collude in April 1995 to
encourage the financing of small housing *
loans. )

Developers had to be registered with
the NHBRC and have paid the levy before
the bank approved home loans under
R65 000. P

Levies, handed over to the NHBRC,
would act as a warranty to protect con-
surners against defectively built homes.

But, without further reference to the
board, the colluding partners raised the
levy ceiling in February last year to include
loans up to R250 000.




The Competition Board has de-
manded banks and the Na-
tional Home Builders Registra-
tion .Counen “Yeply to its
warning that, their collusion
had led to millions of rands be-
ing illegally levied on home-
owners,

The board’s warning to the
Council of South African
Banks (Cosab) and the NHBRC
came after 17 of Gauteng’s 20
major residential developers
complained that they were be-
ing forced to act as tax collee-
tors. .
They said the banks would
approve the loans of develop-
ers’ clients only if the devel-
oper was registered with the
NHBRC and had paid over a
levy that equalled 1,3% of the
home’s selling price - even if
the loans were more than
R65 000, which is the maximum
loan amount on which the levy
may be charged.

The .developers told the

board that about . R85-million .*

would have been levied on

13 16|
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Homeowne y by the
end of this year if the banks
and the NHBRC continued to
collude and levy clients with
home Joans over R65 000 and up
toR250000. g L oos wgibe

Afterfinvestipating the com-
plaints,. ithe board issued a
stern warning to Cosaband the

- NHBRC. Lty ooy

The developers %aid they
were seeking legal opinion on
“this gentleman’s way of extor-
tion”.

The board gave Cosab and
the NHBRC permission to col-
lude in April 1995 to encourage
the financing of small houging
loans. Developers had to be reg-
istered with the NHBRC and
had to have paid the levy before
the bank approved home loans
under R65 000, e

Levies, handed over to the
NHBRC, would act as a war-
ranty to protect consumers
apgainst defectively built homes.

But, without further refer-
ence to the board, the colluding
partners raised the levy ceiling

‘in February last year to inelude

loans up to R250 060.
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Cosab’s housing loan

Lukan oM{\

agreement is rejecie
e

yapda
)
T}Igéumpegzi‘:m Q:?had ruled against the Co
¢il of SA Banks’ (Cosab’s) agreement to cover housing

loans valued at less than

un:
R250 000 in terms of the

National Home Builders Registration Council, Cosab

said yesterday.

The council was formed more than two years ago
to deal with consumer complaints about shoddy

workmanship, especially
The council was

market.

in the low-cost housing
originally intended for

houses worth less than R65 000 before the extension
to R250 000, which prompted disapproval from the
Building Industries Federation of SA (Bifsa).

Bifsa executive director Ian Robinson welcomed

the move yesterday, say-
ing there was sufficient
consumer protection in
the upper-income mar-
ket through contractual
and other agreements.
The council required
its members, and ulti-
mately consumers, to
pay 1,3% of the house’s
total value into its insur-
ance fund and extending
this to houses in the
higher-income bracket
would have amounted to
an inflationary addition
to the cost of housing.
Cosab said the banks
had taken note of.the
board’s decision and re-
quested a meeting to dis-
cuss the issue. “In thein-
terim it will be up to in-
dividual banks whether
and to what level they
will require cover in

terms of the councils |

scheme.”

Coeab also came out
in support of Housing
Minister Sankie Mthem-
bi-Mahanyele’s plans to
give statutory powers to
the council and make
registration and partici-
pation in its insuramnce
scheme compulsory for
all houses up to a value
of R250 000.

“Par too many first-
time home buyers have
suffered huge financial
losses as a result of de-
fective house construc-
tion. It is the banking in-
dustry’s view the only
way to satisfactorily pro-
tect innocent home own-
ers is through compuiso-
ry warranty schemes.”
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Procurement System

starts to have an

D 1y|s]97

Robyn Chalmers

THE rapid-delivery Procurement
system_developed by the public
works department to expedite the
construction and upgrading of
projects is Starting to make an im-
pact on a range of schemes, says
the department.

The system’s most recent suc-
cess story is the completion of 53
police stations in ¢ e Eastern
Cape, first implemented in
Augustlast year.

Public Works Minister Jeoff
Radebe said the system allowed
for the quick appointment of con-
tractors on g simplified bagig
when the precise scope of work to
be done was not known.

Workshops

Radebe said he wag satisfied
with the results of the recently in-
troduced tendering procedure af-
ter. about 400 tender-inquiry doe-
uments were issued in the East-
ern Cape.

‘Because the new form of con-
tract exposes emerging contrac.
tors to new forms of tender and
contract execution, six full-day
capacity-builder workshops were
run in the Eagtern Cape and dur-
ing the tendering process,

“No fewer than 82 tenders were

received before closing date on Ju;-
ly 8 last year, with 33 from small
loeal emerging contractors, 34
from medium-gized local emerg-
ing contractors, eight from local
prime contractors and seven from
national contractors,” he said.

e tenders were adjudicated
on a new points system which
allocates 70 points to price, 25 {o
the effectiveness of the execution
plan and five for the tenderers’
Specific experience in the type of
work to be done,

Contracts valued at R50m were
awarded to four nationa] contrac-
tors, three local contractors and
eight emerging contractors,

Under the second phase, con-
tracts were awarded to three na-
tional contractorg for R7m, two lo-
cal contractors for R10m and two
emerging contractors for R10m.

debe said the project was an
effective economic-empowerment
exercise for previously disadvan-
taged communities and was
backed by affirmative-action pro-
curement policies which encour-
aged the use of loes] labour and
materials suppliers,

“At the completion of the con-
tracts, R80m will have been effec-
tively spent in the rural areas of

e Eastern Cape, while an addi-
ional Rilm in professional fees
will have acerued to local firms,

effect
(32)

The total socioeconomic invest-
ment amounts to approximately
R30m,” he said.

€ new national procurement
framework, released recently in
the form of a green paper, aims to
set out uniform tender proce-
dures, policies and control meas-
ures for all tenders in SA. It has
been broadly welcomed by affect-
edindustries,

The Building Industries Feder-
ation of SA supported the frame-
work in gener » although execy-
tive director Ian Robinson has
raised some reservations and said
there were areas of concern that
needed addressing.

S

Unclear
ZZsear

Robinson said the recommen-
dation that the state tender board
¢ repealed and the suggestion
that departments award tenders
was not clear as it did not elab-
orate on the ecompilation of depart-
mental tender boards,

He believed the establishment
of a Special tender board for the
adjudication of building and con-
struction tenders could be justi-
fied as thege industries could have
ahuge effect on the reconstruction
and development Programme but
had not yet been used to their fyll
capacity.




Lukanye Mnyanda
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THE Building Industries’ Federation
ofSA (Bifsa) had approved the move to '
increase ,cover for housing defects to
R250 000, National Home Builders
Registration Council (NHBRC) CEO
Peter Allsopp said yesterday.

-n~Westill have a letter from Bifsa ap-
proving the move and they have never
fgrmaily changed their stance,” All-
sopp said.

The Competition Board’s letter to
the Council of SA Banlks had created
the impression that banks had unilat-
erally decided to increase the NHBR(
cover, while it had been an industry de-
cision supported by Bifsa, he si?id.
apAnswering criticism on the ruling
f,}ﬁ;:nbuilders pay. a 1,3% levy to the
NHBRC which did not provide a gnar-
antee to settle claims, Allsopp said the

i

ifsa approved increase’
ppe:o 5[5 99 =2 ) -

q

BRC was not an imsurarce compa-
ny. It was aimed at defending con-
sumers against shoddy worlk.

The Kwazulu-Natal Master
Builders Association aceused the hous-
ing ministry of muzzling criticism by
labelling eritics of its moves as a mi-
nority unable to adjust to change.

A spokesman said the organisation
would continue to oppose the 1,3% levy
charged to council members.

Bifsa executive director Ian Robin-
son resigned as an NHBRC director,
citing a conflict of interest resulting
from holding both executive positions.

Bifsa members were still consider-
ing breaking away from the NHBRC
and forming their own warranty
scheme. This would be difficult shonld
the housing ministry press on with
plans to make NHBRC membership
compulsory.

)
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.| won new aouﬁ.moﬁ totalling almost

|- R100-miillion and additional work at
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The Counell df Sorxth AﬁucariBan‘ks (C‘osab) sald yesterﬂay it sup- ;
" portedthe, National Homebuﬂders Regs&atioh Couneil; becom‘ i
cinga huiiaers Warranty, scheme ‘l‘he r,eglsizrauon councilis a’
pubhc company. set upto protect {he constmer: agamstmwcrupu
lous contractors: Bob; Tutkey, the, t:hief execuﬁve of Cosibi said-
-'the'banks adnutted;there were eonfractors, who had dehvezéd
* structurally ﬂawed Touses into the market 0. R
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Lukanyo Mnyanda

EMERGING and established building contrac-
tors had found trading conditions in the first
quarter of the year to be the same as in 1996, but
confidence was down to levels last recorded four
years ago, says the BMI Building Research
Strategy Consulting Unit.

In its latest quarterly survey, consisting of
121 interviews with emerging and established
contractors, BMI found industry players saw lit-
tle prospect for change in the next six months,

“This is in spite of a well received budget and
the expectation that interest rates will drop by
up to two percentage points before the end of
1997. Somehow, the building industry has not

been able to break out of the sideways move- .

ment, in spite of the many trend-breaking
possibilities.”

velopment programme (RDP) delivery, tourism
and the expected construction of 20 to 26 mega
casinos; which could lead to new investment val-
ued at between R7bn and R9bn.

Other positive developments included the
prospects of a successful Olympic bid which
could result in investments valued at between
R5bn and R7bn, the continuing building of cor-
porate office parks in suburban areas and in-
vestment in luxury housing, flats, townhouses
and cluster homes.

Yet the optimism was being replaced by a
new pessimism in the face of increasing violent
crime. Emerging contractors were more opti-
mistic about the future than more esiablished
firms, expecting trading conditions this year to
improve by as much as 5%.

BMI said that although the level of confi-
dence remained positive, with a net 30,6% of re-

sector lowin

SUrvey

e alelqr (327
spondents expecting conditions to remain the
same in the next 12 months, “it must be noted
that this level of confidence is the lowest since
the third quarter of 1993”.

The unit found that the building industry
was heading for “more of the same and (hope-
fully), slightly better” conditions this year.

An encouraging finding in the survey was
that both emerging and established contractors
believed that building society financing for low
cost housing was “fairly easily accessible”,

This represented a break from the past when
lack of finance was often cited as the main rea-
son for the failure of RDP housing programmes
to get offthe ground.

In the Cape, signs that the building industry
was breaking out of its eight-year slump to-
wards the end of 1ast year had proved unfound-

. ed, and most contractors were still short of worl,
Concerns about ¢rime had outweighed opti-
mism about increasing reconstruction and de-

said Mike Loy, director of the Cape Peninsula
Master Builders & Allied Trades Association,

The value of contracts which had come to ten-
der in the industrial, commercial and public sec-
tors during the first quarter had declined 31,6%
compared to last year. Only R56,93m worth of
confracts came out to tender in the first three
months, compared with R83,29m last year.

The figures were a disappointment as last
year had seen only a modest 6,6% increase in
overall tender values which, if adjusted to take
account of inflation, had continued on a negative
growth pattern. -

“One or two of the major companies have Hgen
able to report full order books and are neggtiz'
ating a significant proportion of their work. Bu}:
at least 90% of our members are still desperately
short of contracts. Furthermore, the informal
sector appears to be no better off,” Loy said.

He said the upturn in activity evident late
last year had not been maintained into 1997.




Bifsa chief opﬁnﬁ

EHL TS

THE building industry could generate
ahout; 15% annual growth by 2000 if
government’s growth, employment
and redistribution (Gear) strategy was
implemented successfully, said Build-
ing Industries Federation of SA exec-
utive director Ian Robinson.

He said the low-cost housing mar-
ket'¢ould produce “more houses than
ev'eigfpéfore”, Cape Town’s Olympic bid
would stimulate growth and casino li-

| centes could generate about R3bn over

s e vi
Lukanyo Mnyanda &b 4_, b ,q:} @

¢ about industry’
the next three years. SA’s hotel indus-
try was booming already and should
continue on a positive growth path,

provided the crime rate did not accal-
erate. The decentralisation trend of the

office block market would boost de- '

mand for new accommodation.

But, Robinson said, growth could be
scuppered by government’s failure to
respond speegily to the industry’s
training needs. Bifsa believed that
training costs could run up to R100m a
year and government had to commit, it-
selfto abudget.
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Cape Town — Confidence Iovels
in the building industry have
falleni to a Toir-year low as aTe-
sultof the unacceptably high jev-
els of crime, the BMJ Building
Strategy Research Unit discqued
Yesterday | .
Liewellyn Lewis, the manag-
ing director 'of BMTI,. said anet
30,6 percent of respondents in a
survey condueted ‘in the-first |
quarter of this year expected con-
ditions, to remain the same, over
the next 12 months,
Thi$ was the Jowest leve] of
confidence recorded since the
third quarter of 1993, 1 canie in
spite of ‘a well-received Budget
and expected interest rateg cut of
up to 2percentage points hefore
the end of this year, he said,
It was also despite many pési-
tive possibilities like i.ilie
¢ improved defivery of RDP hous-
ing; ‘the increased bu:@lding.tpf :
schools, clinics ang other public
sector bunildings and rising
tourism requiring more hotels, .
Lewis'said. *~ " o
He said other factors that ‘
should have had 5 Positive effect
on sentiment were the expected
building'of 200 25 casinos at an
Investment .of abolut R7 biilion
toRObillion. .+
The prospect 6§ a successful
Olympic bid resulfirg in an in-
vestment of about RS billion to
R7 billion, and the ‘continued
building of corporate office
parks in sirategic locations fol-
lowing the decline‘of the ceniral
business districts were addition-
al factors, Lewis pointed out,
He said the main inhibitor of
. Investor confidence was undouht-
- ‘edly;the.unafcceptably high levels
" of cfime and the apparent inabil-’
ity of the government 'to deal.
- With it effectively | sy
" 2iBMI thonitors, the' actual
\Prices of 'buﬂ,ding-.rhatetigléfpgr-z
' f’tic‘li‘larl'y'”those‘ used in affordable
. ;Ihbusih‘g. AR R
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"out whlte contractors

Bv AN"A cox AR IR
Sandton Bureau :

The A_lexandra Civic As-
socigtion has accused
Greater Johannesburg’s
Eastern .. council
racism-in its project al-
locations, tendermg pro-
ceclux;es and " project
‘marnagement,
Yunliberated” township. .~

~Jhe. associationsdas:
- funity’ 10 operateuany .
-project.in white suburbs ,

threqtened‘ to stop. any.
white . contractors. from .
entéring the township.".
ACA chairman Mike
Beea, said, construction
prOJects in Alexandra
' were being awarded to
white outsiders. at, the
expense of emerging lo-
cal smali.and medium-
sized,contractors.
‘*Eastern . council
whlte officials are pur-
suing their own white
agenda to fulfil promises
they. have made to their
- white contractor friends
at the expense of the job-
less Alexandra contrac-
tors,” he said.
“It goes without say-
ing that this, white pro-
ject supremacy happens

right under the noses of .

our community-elected
representatlves ,Time

of -

in .the. .

has now come for us as a' .
communlty’ 1o ill‘nefate“
Alex from this volkstaat
project mentallty, he 3
said. : ‘
Beea said he was told

-that whites had more ex- .

perience, proper equip-
ment and did hlgh gual— :
ity.-work. - . i

“It must be noted that?f
rwe, asblacks weren ve |
before. gwen*any oppor-% ’

while the National Party |,

. was in power.-It is frus-,.

trating to experiénce
this . white modus

'operandl transferred-to.

our township,” he sdid. /
Keith Peacock, ~the!
Eastern council’s com-
munications officer, said
the council was commit-
ted to the use of local
labour and the use of lo-

.cal contractors. That

was especially frue in
Alex, he said. s
“Where there:’ 1s spe-
cific cr1t1c1sm«--«thls
should be taken up-by
the local democraticaily
elected councillor''and
we would ,Eake any alle-
gatmn} of+ this nafure

.very seriously indeed,”

he said.
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BUILDING costs are ex-
pected to rise between
8% and 9% this year,
although construction
analysts warn this could
be_ higher should there
be a significant surge in
activiy.

Logking at building
material costs, which
make=up a significant
percentage of overall
building costs, a survey
by the BMI building re-
gearch strategy consult-
ing unit says the trend in
per¢eived price increases
showsithat many in the
buildihg, industry be-
lievéT»that prices have
risen abgve inflation.

Increases

' Theﬁhrvey says anet

36,8% .of the emerging

secforafid a net 46,9% of

the?} %ﬁﬁblished gector
eriepced price in-

:fgﬁgs*_"’ higher than

flation.

Particular items men-
tioned~in the survey in-
clude;,.cement, timber,
bricks:ind sand.

“QObviously, these per-
ceptions are based on ex-

perience in a range of

building industry mar-
ket segments, from lux-
ury to low-cost housing
and from commercial to
industrial buildings. The
‘building products span

e

from luxury imported
items to commodity,”
says the survey.

The emerging sector
expects that conditions
this year will be betfer
by up to 5% compared to
1996.

A survey by Stellen-
bosch University's
bureau for economic
research says the gradu-
al moderation in build-
ing activity during 1996
resulted in a notable in-
crease in tendering com-
petition.

This led, inter alia, to
a reduction in contrac-
tors’ profit margins and
a slowdown in the rate of
jncrease in building
cogsts, as measured by
the bureau’s building
cost index based on ac-

r“}' e
i n
..m“, i
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line with Inflation,,
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e

cepted tender prices,

Forecasts for building
and input costs con-
tained in the survey in-
dicate that building
costs should rise 9,1%
this year against an es-
timated 9,6% rise in
1996 and an increase in
1995 of 13,8%.

The survey estimates
rises in labour costs of
6% this year, compared
with 5,8% last year and
5,7% in 1995, while ma-
terial costs should rise
8,5%, 8% and 10,56% re-
spectively.

Old Mutual Proper-
ties head of research Gil
da Silva says rentals are
expected to recover fur-
ther in the foreseeable
future, especially since
rentals are continuing to

lag significantly behind
building costs.

Da Silva says rentals
are stifl trailing building
costs because of an over-
supply of office space |
that developed in the
1990s during  the
recession,

“There was no rental
growth for a number of
years before rentals
began to recover slowly
in 1994."

In the meantime, in-
flation continued to be
high and rentals fell in
real terms, which de-
pressed returns on prop-
erty investments.

Lustre

“A recovery in rentals
is both necessary and de-
sirable to restore some
lustre to property as an
investment vehicle, oth-
erwise property will con-
tinue to remain cuf of
favour as an asset class.

“It is not simply a
question of whether or
not rental growth will
happen. .

“It must happento en-
courage investment into
office buildings, other-
wise tenants will be sad-
dled with the need to |
fund their own space re-
quirements or settle for
poorer quality space,”
says Da Silva.
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CAUTIOUS BUT OPTIMISTIC ... Buﬂdmax s Martin Smullen. who expects focused acquisitions which complement the Malaysuan-controlled group

Buildmax plles on the growth in tough times

MALAYSlAN-controlled Build-
max has beaten its forecasts —
and tough conditions in the
building industry — with a 77%
leap in attributable profits to
R7.5-million for the 12 months
to March,

This growth is 45% higher
than that promised in the
prospectus when Buildmax,
which'ilakes rainwater goods,
timber products and concrete
roof tiles and blocks, listed in
July last year.

Earnings a share grew by the
forecast 22% to 23.6¢ despitea
jump in the welghted numbey
of shares in issue from 21-mil-

BUILDING INDUSTRY
By ZILLA EFRAT

lion at the time of listing to
30.4-million because of arights
issue and two acquisitions.

A dividend of 7.9¢ a share
has been declared which can
be taken in cash or script,

Unseasonal rains and a slow-
down in construction activities
did _pot.stop the group-from
growing its turnover by 51% to
R114.4-million.

The improvement was aided
by the acquisitions of the Wat-
son Group, which makes con-
crete roof tiles, and Ticktin

C

Timbers in the Western Cape:

Chief executive Martin
Smullen says Buildmax benefit-
ed from a satisfactory perfor-
mance from all divisions, as
well as an improved product
mix, operating efficiencies and
tight cost controls.

its pre-tax profit more than
doubled to R9.8-million but its
tax rate leapt from 12% to 27%
because of the utilisation of as-
sessed losses.

Malaysian group Mycom
bought a 52.5% stake in Build-
max in August. The deal has
wiped out its debt — it now has
R10-million cash in the bank —

‘3;%1’2"]1 see Bu@T

ange
its year-end from March to
June to fit in with Mycom.

In compliance with the King
Report’s  recommendations
and Mycom’s global practices
— and to enable Smullen to fo-
cus on the strategic and oper-
ational running of the group —
Mycom’s managing director
Dato Yap Yong Seong has been
appointed Buildmax’s non-ex-
ecutive chairman.

Smullen is “a little more than
cautiously optimistic” about
the group’s outleok. In addi-
tion to organic growth, he ex-
pects further focused acquisi-

22

lonslle/i complement the

group’s activities.

He says Buildmax continues
to improveits productivity and
synergies between divisions.
All product ranges are being
expanded into related activi-
ties. In the longer term, all di-
visions should benefit by any
acceleration in the delivery of
affordable housing.

Developments at Buildmax,
however, appear to have been
overlooked by the market. Its
share price, trading around
190c lately, has been languish-
ing belowits pre—hstmg price of
200¢ a share. *

1*'

Ser St 5

e

Cpas e,

&)

4

st

e et

A,




Bt TR T S

e m e

-,

"Buildmax surpasses:
in
>2) -

1ts prelistC

MATAYSIAN-controlled building
company Buildmax posted a 77%
rise in attributable earnings to
R7,16m in the year to March, beat-
ing its prelisting forecast by 456%
ag the company overcome heavy
rains and an industry glowdown,

Shake earhirigs were 22% up at
28,6¢'despite a rights issue and
two acquisitions which saw the
nunibér jof weighted shares in-
creaging to 30,4-million from the
21-million issued at the company’s
listing last July.

Buildmex, which bought Cape-
based roof-tile maker Watson Tile
Corporation last year, had fore-
cast earnings growth of 21% at the
time ofits listing. It paid an initial
dividend of 7c, with shareholders
beingafiven the option to accept &
capitalisation award based on the
ratio of 7,9¢ to the average share
price between July 14 and 18,

CE Martin Smullen said all di-
vigions' had performed well and
that the outlook for the remainder
of the 15-month accounting period
was positive.

A general expansion of product
ranges into related activities was
continuing, Smullen said.

“Furthermore, the strong
foothold following the acquisition
of Cape ’Ifown-basg,d Ticktin Tim-
bexs. }ias given.us a'major timber

** presehice,in/the’ extiting Western'

., Capeniarket. » = «. ]
“This*will enable us to dis-
tripute a large part of the Build-
_max:product range of sheet metal
and:some concreie products in this
region,” Smullen said.

‘‘‘‘‘

i

Turnover jumped 51% to
R114,42m (R75,74) while an im-
proved product mix, synergies and
tight cost control helped pretax
profit jump 113% to R9,84m com-
pared with R4,61 in the corre- .
‘sponding period last year.

The group received interest
payments of R900 000 in the pe-
riod under review, after the cash
generated by the rights issue
which led to Mycom obtaining con-
trol wiped out debt. This compared
with interest payments.of R1,05m
in the previous peried.

A 852% rise in the tax bill to
R2,68m (R556 000), left post-tax
profit at R7,16m (R4,05m).

The group said it had changed
its year-end to June, to bring it in
line-with Malaysian parent.com- |

pany Mycom. .
It had also a%gointed Mycom
group MD Dato’ Yap Yong Seong

as nonexecutive chairman to en-
able Smullen to concentrate on the
strategic and operational running
of the company. -y

"




dmax performs

for its new ownersgl)

Duma’ GGUBULE

Johannesburg — Buildmax, the
recently listed building products
‘group controlled by Mycom of
Malaysia, exceeded its pros-
pectus forecasts, reporting a
77 percent jump in attributable
income to R7,2 million (R4,1 mil-
lion) for the year to March 31
1997, Martin Smullen, ‘the
group's chief executive, said at
the weekend.

Earmngs a share were up
99 percent. to 23,6¢- (19,3¢),
meeting the group’s forecast
despite a rights issue (which
resulted in a change of control to
Mycom) and two acquisitions
which increased the weighted
number of shares in issue to
30,4 million from 21 millian.

Headline earnings increased
by a similar percentage o 23,6¢
(19,3c). The directors gave
shareholders the option of a
dividend payout (of 79c a share)
or a capitalisation award based
on the average share price
between July 14 and July 18.

, i,

eT(m) 236197

Smullen said all Bulldmax S
divisions had performed satisfac-
torily and the outlook for the next
year was positive, Buildmax
would continue to grow organi-
cally and through a focused
acquisition strategy, he said.

Buildmax’s turnover was up
51 percent to R114,4 million (R75,7
million) and operating income
advanced-by 59 percent to about
R9 millicn (R5,7 millicn).

There was a R2 million turn-
around on the interest line as
proceeds from the rights issue |
wiped out all-debt, resulting in
interest received of R851 000
compared with interest paid of
R1 million the previous year. Pre-
tax income more than doubled to
R9,8 million (R4,6 million).

The tax rate doubled, after
assessed losses were exhausted,
and net income came to R7,1 mil-
lion (R4,1 million). Buildmax
appointed Dato Yap Yong Seong,
the managing director of Mycom
in Malaysia, as its new chairman
to comply with the King Report
on corporate governance.

—— T T o
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'Skilled workers ‘must boost

productivity in indys

Lukanyo Mnyanda ‘ 3‘2
BU'.[LDERS had to improve productiv-
ity among skilled and semigkilled
workers if SA wasg to benefit from gov-
ernment’s initiatives to address the
shortage of low-income housing, said
Multiple Skills Development MD Daan
Roelvert.

Roelvert, a former MD of National
Association of Home Builders, said a
number of surveys had rated SA as one
of the least productive countries in the
world, with productivity levels lowest
among the semiskilled and unskxlled
sectors of the market.

The training organisation was a
nonprofit organisation providing skills
training to contractors. It had regional
offices in Johannesburg, Nelspruit and
Mmabatho.

The first product was ProduProfit
which used a business game to teach
workers and employers ways of im-
proving productivity through experi-
entiallearning,

' “This makes the teaching method
accessible to literate and illiterate peo-
ple and also improves their ability to

f\ : '

2%
etain the mformal:!on j C

The game showed how planning and
teamwork, rather than individual ef-
fort, could improve productivity.

“The business game has been devel-

oped to create a crucial awareness of
t e basic factors of any business — pro-
ductivity, costs and expenses, time,
quality and profits. Too often people do
not realige the cost of low productivity,
which often results in financial loss
and lack of growth and job security.”

The organisation also had courses
on effective supervision, customer sup-
port, the National Home Builders Reg-
istration Council, crosscultural work-
shops, quantltles and costing, as well
as elementary bookkeeping,.

Roelvert said the courses, primarily
aimed at the emerging sector, were re-

. stricted to half-days as many workers

could not afford to take more time
away from their building sites.

“We believe in government’s efforts
to remove the housing backlog, espe-
cially in the low income sector, but
without an improvement in productiv-
ity and efficiency of small companies
progress, if any, will be slow.”
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Hornet’s nest over quick gazetting

MaGGIE ROWLEY

Cape Town — Consultation on
the National Home Builders’
Registration Council will begin
with the gazetting of the draft
bill today, Sankie Mthembi-Ma-
hanyele, the housing minister,
said yesterday.

The gazetting of the draft
bill comes amid cries of foul
play for lack of prior consulta-
tion and strong opposition from
the building industry.

Ian Robinson, the executive
director of the Building Indus-
tries’ Federation (Bifsa), slam-
med the government for acting
in a “Verwoerdian fashion” in
gazetting the draft bill “without
promised consultation with
stakehoelders in the industry”.

Robinson said the draft bill

was even “more draconian”
than the current self-regulatory
scheme and, if attempts to have
it modified through negotiation
were unsuecessful, Bifsa would
seek legal recourse. “We have
sought legal counsel, and it is
our cpinion many of the princi-
ples of the bill offend the consti-
tution and the bill of rights.”

It was necessary to give
statutory recognition to the
council to ensure consumers’
needs are taken care of by
stakeholders in the housing
construction market and to pro-
tect home buyers from “fly-by-
night” builders and shoddy
workmenship, Robinson said.

Mthembi-Mahanyele said:
“Now is the time for all interest-
ed parties to participate in the
consultation process by sending

@a>

us their comments ... once
these have been received and
put into the draft bill, it will be
taken through the parliamen-
tary consultation process be-
fore being promulgated as law.”
Peter Allsopp, the council
head, denied the claims by Bifsa
that it had not been properly
consulted. He said he had yet to
respond in writing to problems
Bifsa had raised with him.
Robinson said the publica-
tion of the draft bill, which
Bifsa had seen for the first time
last weekend, had caught the in-
dustry unawares, He said Bifsa
was appalled by the govern-
ment's lack of fransparency
and consultation. Bifsa was ex-
tremely dissatisfied with many
aspects of the scheme’s admin-
istration and rules, he said.
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Bill proposes trust fund for bualders

By CRAIG URQUHART

In one of the mosl sweeping
changes yet to the housing
industry, the Government yes-
terday published a draft hill
compelling all building compa-
nies to pay into a trust fund to
assist the victims of shoddy
workmanship.

The new bill gives statutory
recognition to the National
Home Builders’ Registration
Council (NHBRC) and makes it
compulsory for all builders to
register with the couneil and to
pay a levy on any structure for
human habitation, ineluding
hotels and bhlocks of flats.

Builders will be required to
pay 1,3% of the value of the

building into the fund to seeure
compensation payouts to home-
OWners.

The Government also inlends
to increase the bill's scope to
cover as many houses as pos-
sible and hopes to provide addi-
tional protection f{o consumers
in lower-income groups.

The Government believes the
bill will protect homeowners by
curbing poor workmanship and
fly-by-night builders. The bill is
a response Lo the flood of eom-
plaints from homeowners aboul
half-finished homes and builders
who take deposits on low-cost
homes thal are never builf.

Since 1994, about 25000
complaints have been ledged
wilh the Housing Consunier Pro-

tection Trust b { on v two sue-
cessful prosecutions have re-
sulted. )

Claiming it was not consult-
ed, the Building Industries Fed-
eration of South Africa has
reacted angrily to the draft bill.
Executive director Ian Rebinson
said the industry was shocked
by the lack of transparency and
consultation on the pari of the
Government,

“We have strongly objected to
the lack of any obligation on the
part of the NHBRC to intervene
financially to protect the con-
sumer who, nevertheless, per-
ceives he has complete prolec-
tion against structural defects
through that body.

“We had aniicipaied that

2n) ‘
with 0u1g]:ut the néw bill would

address this and other prob-
lems, bul instead it is even more
draconian than the current self-
regulatory scheme,” he said.

The NHBRC already admin-
isters the defects warranty
scheme, where anv new hond-
able home up lo the value of
R250 000 has to be buill by a
home builder registered with-the
NHBRC and who provides a five-
year standard home-builders’
warranty.

NHBRC managing director
Peter Alisopp said the bill would
give the council the ability to
introduce further measures to
protect housing consumers.

wneowooeonon - s = S A e S T e T

'I‘hjs would come about through potential addltlon-
al, warranty schemes covering ilems such as alter-
ations and additions, as well as deposit thefi.

; “We beheve this is a far-sighted bill which has been
drafted {0, enable more comprehensive: consume1'~pm-
tectlou mechanlsms to be deveioped. This will, in time,
engender ‘hore protection to a bmader scope of our

popu]atym, ‘he added.

T
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‘Draft legislation, which will provide
..ihe National Home Builders’
sRegistration Council with statutory
recognition, has been published in the
wGoyernment Gazette, catching some
sindustry sources unawares.
.:si]an Robinson, executive director of the
+Building Industries Federation of South
: Africa (Bifsa}, said that in spite of assur-
4 ances from the Housing Department that
thematter would be discussed with the

the draft bill.

Indusiry ‘appalled by lack of

Qoﬁma
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against structural mmmmoﬁw in his house

. The industry was “appalled by thelack under the Home Builders’ Warranty

. of transparency and cohsultation on the

m%@mgm which is mﬁbmimwmu d by the

partof the Government,” hegaid. 7. 2 & o uneit. 7 -/

“It is common knowledge that we are

- extremely dissatisfied with many aspects

ofthe council's administration and rules.”
. Bifsa was walting for a written response
from the.council to'the problems shiated by

-

other industry stakeholders. ;. . .
- One gfithe

3% bt

objections ofithe &ﬂﬁ&.ﬂw

- ndustey wad the'lack of obligation on the
partof the council to intervene financially

to protect the consumer who nevertheless

. “The draft bill is even moredraconian
" than the current self-regulatory scheme,”
said Mr Robinson.

The draft legislation made it compulso-
ry for all builders to register with the coun-
cil and to pay a levy on any structure for

! fiiman habitation. By implication this
included hotels and blocks of fiats, he said.

The bill also removes the limit under
which houses up to R250 000 are covered.

[tation by

h 32) pRO
industry alre offered sufficient con-

sumer protection and it was therefore

unnecessarily inflationary.

Mr Robinson said many of the prinei-
ples of the bill conid offend the constitution
and bill of rights.

Bifsa would be mounting strong resis-
tance to the introduction of the bill in its

current form and would call on the housing

R

minister at a meeting next week to mﬁmum_
into transparent negotiations.

L
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A spokesman for the ministry of hous- =

ing said consultation on the draft wasnow'

&~

open after the publication of the draft legis-
HW.E.OH_: . PR3 Ty

LD
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‘huilding industry, it had gone ahead with

SIS

pérceives that he'hds complete protection

-

Mr Robinson said Emn through Bifsa, the

£ A

*  «Now is the time for all interested par-
ties to participate in the consultation
process by sending us their conuments and
uggestions”.
° m%aamﬁmu Sankie Mthembi-Mahanyele
said it was necessary to m.w.ﬁw statutory
recognition to the National Home
Builders’ Registration Council to erisure
that the needs of all consumers were taken
care of by all the stakeholders in the hous-
ing construction market. )
Submissions should be sent to waoﬂma
Thatcher, Department of Housing, Private
Bag X644, Pretoria, 0001 or fax him on 01D |
341-8512 by July 28, 1997. |
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Johannesburg — In one of the most
sweeping changes to the housing
industry, the Government yesterday
published a draft bill compelling all
building companies to pay into a trust
fund Jo assist victims of shoddy
workmanshm

“T'he bill gives statutory recognition to
thé&'National Home Builders Registration
Counicil (NHBRC) and makes it compulso-
ry for all builders to register with the coun-
cil and to pay alevy on any structure for
human habitation,

In terms of the bill builders would have
to pay 1,3 percent of the value of a building
to secure compensation payouts to home
owners, The Government intends to
increase the bill’s scope to cover as many
houses as possible and hopes to prov1de
additional protection to consumers in
lower income groups,

The Government believes the blll will
protect homeowners by curbing poor
workmanship and “fly-by-night” builders.
The bill is a response to complaints from

homeowners about half-finished homes’

and builders that take deposits on low-cost
homes that are never built.

nsatlon Ievy

Since 1999, abou 25 000 complaints have
been lodged with the Housing Consumer
Protection Trust, but only two successful
prosecutions have resulted.

Claiming it'was not consulted, the
Building Industries Federation of SA react-
ed angrily to the draft bill. Executive Direc-
tor Ian Robinson said the industry was
appalled by the lack of transparency and
consultation by Government.

“We have strongly objected to the lack
of any obligation on the part of the NHBRC
to intervene financially to protect the con-
sumer, who nevertheless perceives that he
has complete protection against structural
defects through that body. We had antici-
pated that with our input the new bill
would address this and other problems, but
instead it is even more draconian than the
current self-regulatory scheme,” he said.

The builders council administers the
Defects Warranty Scheme, where any new
bondable home up to R250 000 has to be
built by a builder registered with the coun-
cil and who provides aﬁve-year warranty.

Peter Alisopp, managing director of
NHBRGC, said the bill would enable the
council to introduce further measures to
protect housing consumers through addi-
tional warranty schemes that deal with
alterations, additions and deposit-theft. -
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Cape Town — The National
Home Builders’ Registration
Council (NHBRC) has welcomed

|- the publishing for comment of

the controversial draft Bill giving
statutory recognition to it in the
. government gazette on Friday.

." Peter Allsopp, the managing
director of the council, said it
had initially been hoped that the
.| home building industry could

- regulate itself through council’s

the original Defects Warranty
scheme.
] 1 “Unfortunately  several
"| builders have not been willing to
accept such a scheme and have
left the minister little option but
to enforce legislation,” he said.

+ Allsopp said it was vital that
all interested parties made
| submissions now in order to fully
oifwinvolve themselves in the

iilders” council' welcoitie
eco
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“The intention of the bill’is fo
make it law that all*hdme
builders will have to be
registered with the NHBRC and
provide a warranty for each new
home. It will also be an offence
for a bank to offer mortgage
finance without ensuring that
the Standard Home Builders®
Warranty is in place,” he said.
Meanwhile, the Building
Industries Federation of. Scuth
Africa (Bifsa), which is opposed
to many aspects of the proposed
legislation and has strongly
objected to the publication of the
draft bill “without full participa-

- tion of all stakeholders”, is to

meet the housing minister tomor-
row in an attempt to modify some
of the proposals.

Bifsa has said that if it were
unable to have the bill amended,
it would seek recourse through
the courts.

——



-,STRBQQENT"mq&ﬁréS-,td. curb “cowboy-builders” and
: to protect home:owners against shoddy workmanship
“are- to be-legislated to increase the delivery-of new.
Thouses.. . .- C Ce
7 According to a draft bill, the Nationial ‘Home
uilders Registration Council — the building industry’s
regulatory body - is to be given statutory recognition.
.. The new Bill makes it compuisory for all builders
to register. with the council and to pay & levy 'on any
© étructare for human habitation including hotels and
~ blocks of flats. C : e
... The Bill comes in the wake-of rip-offs of consumers
by fly-by-night “builders who disappear - before” they
~toinplete houses, patticularly in the fownships; " .
ks About 25 000 complaints have béen lodged with the
housing Consumer Protection Trust since 1994 but only
two successful prosecutions have taken place.
<¢In terms of the bill all builders will be required to
’pgy 1,3 percent of the value of the building into a fund
. oo énsure payouts to home-owners in the event of
*incomplete work or “cracked homes”.
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Robyn Chalmers our mwany roblems which are ghared
by other stakeholders.”
THE Building Industries’ Federation Robinson said one concern was the
of SA (Bifsa) is set to g0 head to head lack of any obligation on the &art of the
with government over last week’s council to intervene ially to
gazetting of draft bill which will give  tect the consuer, &yho nevertheless
Cpatutory recognition 1o the National perceives that he has complete protec-
Home Builders Registration Council.  tion against gtructural defects”. .
Ifimplemented, the bill will make it Honsing Minister Sankie Mthembi-
an offence to carry out business as a Mahanyele said consultation on
home builder when not registered with ingthe bill to give the council statutory
the council, or to build houses costing recognition kicked off on Friday. She
more than R20 000 without enrolling said it wWas necessary to give statutory
the houses with the coun: il. recognition to the council’ to ensure
Bifsa executive director Ian Robin- that consumers’ ‘needs were taken care
son has vowed to geek legal recourse it of by all stakeholders in the housing
pepgotiations to modifg the scheme are construction market.
unsuccessful. He said at the weeken Comments and suggestions would
the industry was “apga]led” by the lack be taken into the draft bill, and “it will
of transparency an consultation on then be taken through the parliamen-
the part of government. consultation process pefore being
{ is eommon knowledge that we promulg ted aslaw .
are extremely dissatisfied with many Council MD Peter Allsopp said the
aspects of the scheme'’s administration 1egislation would ensuré consumers
and rules, and to date we still await 2 were protected against “fly-by-night’
written response from the council to contractors and shoddyworkmanship.

e m—— 1Y
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at giving stgtatory recognition to
vthe Nationgi Home Builders Reg-
istration Copneil will, if promul-

- .gated, have w,%ﬁmm effect on home

- builders, say;

- struction analysts. .

" The héylsing ministry pub-

« lished the/draft bill for comment

last week, epilsing an outcry from

the Buildih t Tndustries’ Federa-

tion of SA: M_ ifsa), which is vehe-

) Emuﬁwoﬁm. sed to giving the coun-
cil mamgnoiwmgm.aﬁop

’ ulilLi

propetty’ and jeon,

: The ministry said that the bill °

would ensure consumers were

protected against “fly-by-night”

builders and poor workmanship.
“These are the principles upon

"which the eouncil was formed..

However, some builders are not

~willing to accept the council’s prin-

ciples of theif own accord and are
continually challenging'the coun-

‘cil. Accordingly, the housing min-".

ister has called for legislation to
enforce consumer protection,”
said a ministry spokesman. - :
If promulgated, the bill woul
make it an offerce to work as a

raft _méhqﬁ: have big effe

home builder while not being reg-
istered with .the council. Home
builders would not be allowed to
construct a home without en-
rolling that home with the couneil
and home builders would be forced
toprovide home owners with proof
of siich enrolment.

It would also be an offence for a
bank to lend money to a home buy-

.et. to finance the purchase of a

newly constructed home without

. énsuring that the home builder

was registered and the house en-

" rolled with the couneil.

Housing ministry media offi-

ob 2|3 197

cial Mandy Jean Woods said that
the benefits of a single national
scheme would be to ensure effec-
tive and uniform regulation of the
home building industry as well as
a level playing field of consumer
protectionin the industry.
Selective  or discriminatory
schemes would be prevented,
racial disparities within the in-

.dustry reduced, uniform stan-

dards of consfruction and protec-
tion could be applied and eco-
nomies of scale could promote
efficiency and lower costs for all,
mwum said. -

ct on home

(22)

Initially, the bill was intended
to cover homes from about
R20 000 upwards, which implied
that some loan finance would be
involved, but it was the minister’s
intention to reduce this figure as
soon. as possible to cover families
building homes with the govern-

.. ment subsidy.

The bill would ensure that all
home builders were evaluated by
the council prior to registration,
be subject to council disciplinary
procedures, provide a five-year
structural warranty to all home

* builders and that homes would be

. built according to pre-set national
quality standards.

Home builders would also be

required to rectify structural de-
fects if they occurred in the five- .
year warranty period, or face de-
registration by the council,

Bifsa has objected to the pro-

- posed bill, saying it was a ed
at the lack of ﬁmbmwmwmbww and
consultation on the part of govern-
ment. It said the proposed 1,3%
levy would inflate all house prices.
Bifsa also objected to many as-
pects of the scheme’s administra-
tion and current rides.

]
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Minister meets

Bifsa over
ex(p) 2| 97

MacGiE Rowiey
PROPERTY EDITOR

Cape Town — The Building

Industries Federation of South
Africa (Bifsa) expressed its
concerns yesterday about the
recently gazetted and controver-
sial draft bill on the National
Home Builders Registration
Council {o Sankie Mthembu-
Mahanyele, the housing minis-
ter.

£ The bill aims to provide legal
empowerment to the council and
its defects warranty scheme to

‘prote'ct consumers against
- shoddy building.

Ian Robinson, the executive
director of Bifsa, which has
threatened to seek legal recourse
if its concerns are not addressed
before the bill is enacted, said the
minister had “been friendly” and
receptive to its concerns.

“Pirst prize would have been
to have stopped legislation going
through, but the minister made it
clear the government was
determined to provide legal
eépipowerment to the council.

% “We did, however, agree to the
principles of negotiation {o be

il

followed within the 30-day period’
provided for in the draft bill. We
will document our concerns
within the next-10 days before
scheduling further meetings
with the minister and her
department,” Robinson said.

He said Bifsa was dissatisfied
with many aspects of the
scheme’s administration and
rules, and had only recently
received a written response from
the council to the problems
Bifsa, and dther stakeholders,
had bought to the council’s.
attention.

He said among the areas of
concern was the lack of any
obligation on the part of the
council to intervene financially
to protect the consumer “who
nevertheless perceives that he
has complete protection against
structural defects through that
body”.

Another concern raised by
Bifsa was that the bill required
all builders to register with the
council and fo pay a levy on any
structure for human habitation
which, by implication, would
include hotels and blocks of
flats.
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More building

MAGGIE ROWLEY

PROPERTY EDIFOR

Cape Town — A further six building
contractors have been deregistered by the
National Home Builders Registration
Council, bringing to 18 the number who
have been blacklisted since the council was
formed in June 1995, Peter Allsopp, the man-
" aging divector said this week.

He said four other contractors were in
the one-month notice period in which they
had to respond to the council and furnish ex-
planations for any alieged wrongdoing. If
they failed to make contact with the council
and furnish a satisfactory explanation, they

 too would be deregistered, Allsopp said.

. Companies have to register with the
council to qualify for bond finance from
banks, and have to pay a levy to the defects
warranty fund, which is administered by
the council, on each house they build.

The warranty fund was established in
Webruary last year in order to protect con-

T ()

contractors struck off

=R de;?
sumers against shod uildifig.

Draft legislation to give legal empower-
ment to the council and its defects warranty
scheme was published for comment last
week, Tt has met with strong opposition from
the Building Industries Federation of South
Africa. _

Among other things, the proposed legis-
lation will remove the R260 000 ceiling for
cover under the defects warranty scheme
and extend cover to all houses.

Allsopp said the council had received
4 508 applications for registration from con-
tractors, of which 3 963 have been approved,
177 had been rejected and the rest were still
being processed. These contractors had en-
rolled a total of more than 32 000 houses for
cover under the warranty scheme.

Claims against the scheme, Allsoppsaid,
totalled 337, with 84 of these now under con-
ciliation. The balance of the claims related

. to houses built before the defects warranty
scheme came into operation or exceeded the
present ceiling.

wn




THE  National Home
‘Builder . Registration . Cou-

cil (NHBRC) bas : axed
another gix contraciors - for
flouting regulations design-
ed for builders, Particilarly
those operating i the low:
Income bracket. s
The deregistrationfoﬁ the

of contractors wha' have
been blacklisteq we -for
allegedly Tipping. off” mj).
lions of rands from<home
OWners since the NHBRC
was formed two years ago,
v, NHBRC Managing
ditector Mr Peter Yiiu'sopp

E
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alleged Misbehavioyr,

Failed to meet | |

It they faitéd, 1o mee; the
- £ouncil’s requirements
they would alsq be dereg-
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. fraudulent -~lransactiong

Building=~ contractors
" have to register with the
{..'conneil t6-quality for bond
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Cipay a levi o the Défects
¢ Warranty -Fund, which g
~adinistereq by the coun-
el 'on‘_‘ each “houge they
i 7110 the
“¢~ \The Waitanty fund wgg
_éstablished in February last
;year in order 1o protect con-
(SURETS  .agajngy shoddy
‘bujlding e
;. 1The 'Houkihg -Ministry
"has releaseq a draft bil] .to
Live Togal ENIPOWerment tg
tie council gng its warranty -
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“Hons For registration from
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lLukanyo Mnyanda

THE success of Cape Town’s bid to
host the Olympic Games in 2004
could generate about R6,8bn in
construction and building indus-
try expenditure, boosting sector
growth in the region by up to
21,1% in the year preceding the
games, says stockgroker Smith
Borkum Hare.

However, construction activity
regulting from the games was ex-
pected to be below expectations.
Investors were advised to be selec-
tive as simple exposure to gross
domestic fixed investment stocks
would not necessarily provide sat-
isfying returns.

Analyst Gordon Taylor said the

' bid could generate about R6,8bn

:,— compared to current work to-
o talling about R5bn — in construc-

Olympics could bg

GZD s
tion-related exgenditure over the

next six-and-a-halfyears.

However, the effect on compa-
nies’ earnings levels was expected
to be less — as a result of factors
ranging from skills shortage to in-
ternational competition — and in-
vestors had to be selective in their
exposure. Taylor said it would not
be wise to pay more than a 10%-
15% premium on any company to
gain general exposure.

Historical ties to the Western
Cape, successful relationships
with emerging business and al-
liances with international compa-~
nies with previous experience in
Olympic projects would largely de-
termine specific bidders’ chances
of success.

Taylor said company size was
important as participants needed
to be big enough to cope with large

95%#1-: lql’-}l du Stl'y

¥rojects while still small encugh
or the contracts to have a mean-
ingful impact on earnings.

“While companies lilke LTA and
Murray & Roberts are undoubted-
ly going to participate in work for
the Olymgics , the impact at earn-
irigs level is expected to be wa-
tered down by the sheer magni-
tude of the companies.”

Pretoria Portland Cement,
with its monopoly of the Cape ce-
ment market, could see earnings
boosted by up to 6% in 2003, Wil-
son Bayly Holmes-Oveon was also
expected to be a main beneficiary.
Basil Read was expected tobenefit
from its association with French

oup Bouygues while Grinacon
?w&iiexpected to benefit frofm aire-
tent:contract with the bid co®pa-

ny and joint ventures with emerg-
ing contractors.




Lukanye Mnyanda

JONSTRUCTION group Stocks &
gt?ncks posted a 30% decline in at-
tributable earnings to R39,1m (1996:
R55,8m) in the year to April as in-
creased borrowings and losses by its in-
formation technology and Na.rmbmn
operations offset strong showings from
other: divisions. . .

CEO Bart Dorrestein said yester-
day that the group would rationalise

which would allow it to focus on being
an investor and service provider.
Stocks would also restructure the
funding for its Namibian leisure oper-
ation, which had suffered from over-
trading in the gaming sector, f_"rom;’
short-term to more “cost compatible
long-term debt. )
Igncreased borrowing resulting from
the separate listing of the hotels divi-
. sion helped lift total interest-bearing
debt to R223,9m, from R191m in-the
corresponding. period last year. The
group had cash resources of R113,5m
on its balance sheet. Chairman Reg

Borrowings hurt =
Stocks &
(2D

2 89012‘5]’3’191‘

its IT division and form joint ventures -

oo oy
s .

Lo e

Stocks
+

S

st RAREN WiOOLAN Soure: ETOGKE & STOCKS |
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Edwards said the group’aithed" to re-

duce géaring, now at 37 %"&1-33 }gfs t|1§a.n

30% inthe coming year. .'fi",; AT
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Turnover :-;glsed %o R1,6bn
(R1,56bn) while operating income
dropped to R83,94m (R85,29m). Net
interest almost halved to R14,68m

(R24,39m), leaving pre-tax profit at
R69,26m from last year’s R60,9m. ,_

tck tok?‘)

tinued to show “more thgn

-

e was bullish about the com.ifgg year.
The construction division had ben-
efited from a number of joint ventures
and increased its contribution to seg-
mented group income 48% despite an

.industry slowdown. Dorrestein said
the civils and roads operations, with an

, order hook of about R600m, had con-

tisfacto-

THe group wag likely

Jbenefit,from the g 15iRf its ac-
The tax bill rose slightly to M,ﬁm.mﬁﬁﬁesmmerantﬁaﬁﬁm.

(R2,34m), which left post-tax income at
R66,76m compared to R58,56m in the
period last year. Share earnings were
49¢(69¢) and the group declared a final
dividend of 10c (15c) a share.
Dorrestein said although the re-
sults were disappointing, Stocks be-
lieved that the underlying fundamen-
tals — underpinned by strong perfor-
mances from its other operations and a
R2,2bn order book — locked stmngf.pt_i,%‘

%t

Property operations had accounted
for 43% of the group's segmented in-
come, while the housing construction
and development division had defied
high interest rates and the failure of
government’s low-cost housing pro-

gramme to get off the ground.

The separately listed Stoclks Hotels

- & Regorts had lived up to expectations

despite seasonal pressure on rates and
occupancy, he sai N
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Director forecasts 6,2

% growth in construction industry next year

Bifsa upbeat over buildin

ZBE|9g (=)

JONATHAN ROSENTHAL
INGUSTRIAL EDITOR

Johannesburg — The building
industry was expected to reach a
growth rate of 6,2 percent in
investment in buildings by the
end of next year, Tan Robinson,
the executive director of the
Building Industry Federation of
South Africa (Bifsa), said last
week.

Robinson said the residentia
and non-residential markets jrad
grown 5 percent in the first
quarter of this year over the
comparable period last year:

—_—

A,m_ B
“The prospects for 1998 5 omm cost housing initiative seemed to

be batter, providing less stringent
monetary control is applied,
resulting in some decline in
interest rates. Further external
shocks, like the sudden weaken-
ing of the rand earlier and ihe
drop in the gold price recently,
would of course not be conducive
to resumption of growth higher
than the population growth,
Bifsa is still confident that
growih of up to 6,2 percent in
investment in buildings can be
expected by the end of 1993,
Robinson said.

He said the government's low-

be picking up, but was short of
the country’s requirements
because of insufficient funding
in the Budget. Ideally, 5 percent of
the total Budget should go to
housing, but at this stage only
2,3 percent was being allocated.

“It would appear that in
excess of 100000 houses will he
built during 1997, but Drajecting
these figures to the year 2000, it
appears to be a fordorn hope that
a miflion houses will be built by
the turn of the century as is the
department of housing’s inten-
tion,” he said.

He said a lack of training
continued to haunt the buildi
industry “The writing is on the
wall that we are not going to cope
with even a semi-successfigl Gear
(growth, employment and redis-
tribution sirategy) because of a
shortage of skills,” he said.

South Africa would probably
have to start importing skilled
managers within the next fow
years t¢ cope with an upturn in
the building industry,

Building contractors “have an
unfortunate habit of only train-
ing people after they have
secured their contracts”, he saigd,

g prospects

I,n,QI IOtwv. Inn mo@w.w_%a. ‘
the executive director of Bifsa




HOUSING Builders cani}}dign to squash registration council

Bifsa wants end to ‘cost juggernaut’
22
buﬂd%ést%%? 28] ﬂﬁnjmted gmusesgsﬁng

JONATHAN ROSENTHAL
INDUSTRIAL EDITOR

Johannesburg — Tension be-
tween the building industry and
the housing minister over the
National Home Builders Regis-
tration Council (NHBRC) comes
to a head today as the industry
makes a submission to the hous-
ing department calling for the
NHBRC to be scrapped.

The council was established
nearly two years ago to encour-
age banks to lend into the lower-
income market through estab-
lishing a warrantee scheme to
police building standards and
repair defective buildings,

Builders are required to reg-
ister with the councfl and pay a
1,3 percent levy on the value of

But Ian Robinson, the execu-
tive director of the Building n-
dustry Federation of South

Africa (Bifsa), told journalists -

on Friday the council had be-
come “a huge juggernaut of cost
and is not addressing the prob-
lem for which it was created”.
He said Bifsa would oppose leg-
islation recognising the council
as a statutory body and would
call for it to be scrapped.,

Several provincial housing
ministers, he added, supported
Bifsa's call.

He said that by the end of
next year the NHBRC would
have collected more than
R60 million in levies and fees on
the industry, but that in the past
two years only 6222 loans had

/

less than R65 000.

He said the council had been
established, along with the
mortgage indemnity scheme, as
part of a government record of
understanding with the banks,
The banks had promised they
would grant 50 000 loans in the
first year and a similar number
in the second. So far banks had
only granted 30 000 loans, most
of which were for houses worth
more than R65 000.

Bifsa had initially supported

" the council, and still supported

some form of quality insurance.
“Iused to sit on the board of the
NHBRC but it got out of con-
trol,”Robinson said. “It is ... like
a government department that
just keeps growing like Topsy™
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Research bureau expects actiity to deteriorate in the third quarger; #

Bleak c:&cc_mhwm% h

Residential building business confidence

Maccie Rowiey

PROPERTY EDITOR

Cape Town — Short-term
prospects for the building indus-
try remained bleak, with build-
ing activity expected to deterio.
rate further in the third quarter,
the Bureau of Economic Re-
search said today:

 In its quarterly survey of the
building and construction
sector, the bureau said a rever
sal in the interest rate cycle, as
expected by the burean in the
short term, could reduce the
downward trend and reverse it
in the medium ferm.

While the residential proper-

ty market remained sluggish, a
marginal upward trend from a
relatively low bhase in the
number of real estate trans-
actions had become discerniblo
since late last year, the bureay
said: i . -

e
i
~

-
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This was not necessarily a
reflection of the underlying
strength of the economy or the
property industry, but a result of
a number of other factors such
as an expectation that mortgage
rates were set to decline. This
could induce prospective and

existing home owners to enter
the house market or to trade up
before house prices escaiated
substantially, the bureau said.
Residential building activity
remained below that of a vear
a2go and the level of building
plans passed and housing starts

_H- K
=2

for the first of 1997 did not
augur well for future business
conditions in this segment, the
report said.

According to the bureany, the
mafority of those surveyed in
this sector were dissatisfied
with prevailing business condi-
tions and expected little
Improvement in the near future,

The non-residential broperty
market, as reflected by nominal
and real rental increases,
continued to perform well, but
the less lively growth perfor-
mance of the real economy was
likely to have a moderating
effect on the overall demand far
rental space.

Building completions in this
sector were increasing at a level
above that of a year ago, but the
availability of new work
appeared to be waning and
tendering competition escalat-
ing, the bureau said.

wiho g e
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Forcing of double medium at Afri
universities

¥15. Mr R § SCHOEMAN asked the Minister of
Education:t

(1} Whether it is his or his Department’s
policy to force all Afrikaans medium
universities to become double medinm
universities; if so, why;

@

—

whether it is his or his Department’s policy
to force all English medium universities to
become double medium universities; if
not, why not;

(3) whether there is space for inclusive
Afrikaans medium universities in South
Africa; if not, why not;

(4) whether he will make a statement on the
matter? N173E

The MINISTER OF EDUCATION:
(1} No

(2) No. It is not the policy of the government to
“force™ a particular language policy on
institutions.

(3) I cannot predict what medium institutions
South Africa will have because the legislation
that deals with how language policy in Higher
Education will be determined, is still going to
be debated by Parliament, and the national
policy framework within which institutional
language policies will be developed, will come
out through a process laid down in the White
Paper on Higher Education. The hon member
is therefore advised to put that question into
those processes.

(4

—

A statement will be made when the processes [
have mentioned above have reached a point
where it will be necessary to do so.

*16. Dr B 1. GELDENHUYS - Foreign Affa
[Withdrawn.] X

Denel’s profit-sharing scheme: audit

*17. Mr I A JORDAAN asked the Minister for
Public Enterprises:

(1) With reference to the audit commissioned by

her into the R25 million set aside by the top
management of Denel in 1995 for a profit-
sharing scheme, (a) who are the persons found
to have received unauthorised payments and (b)
what amount did each of these persons receive;

(2) whether action has been taken against any of
these persons; if not, what is the position in this
regard; if so, what action;

3

—

whether any of these persons are no longer in the
employ of Denel; if so, {(a) which persons and (b}
under what circumstances andfor on what
conditions did such persons leave? NI1778E

The MINISTER FOR PUBLIC ENTERPRISES:

Draft reporis on the matter in question were
received by the Board Team on Wednesday, 20th
of August 1997. This matter will be a subject of
discussion on Tuesday, 2nd of September 1997.
Therefore I cannot comment thereon at this
juncture.

* 18. Dr B L GELDENHUYS - Foreign Affairs.t
[Question standing over.]

Drunken driving on SA roads: harsher measures

*19. Mrs S M CAMERER asked the Minister of
Transport:

(1) Whether, with reference to certain
statistics relating to the number of deaths
caused on South Africa’s roads as a result
of drunken driving and the sentences
imposed for such offences, which have
been furnished to his Department for the
purpose of his reply, he or his Department
intends introducing harsher measures
aimed at deterring the incidence of
drunken driving on South African roads; if
not, why not; if so, what measures:

(2) whether he will consider introducing
measures whereby (a) the endorsement of
a driver’s licence will be obligatory
following a conviction on a charge of
drunken driving and/or (b) licences will be
revoked after a certain number of such
convictions; if not, why not: if so, what are
the relevant details? N1780E

2265 EmUZMmI*U»Q. 27 >CM@m _ meq 2260

The MINISTER OF TRANSPORT:

(1) The Department of Transport takes into
account that drunken driving causes a major
crisis on our roads and has received a
considerable number of comments in this
regard. Our main response has been to amend
the prescribed statutory blood alcohol limit
and breath limit as contained in the National
Road Traffic Act, 1996 {Act No. 93 of 1996).

In terms of section 65 of the National Road
Traffic Act, 1996 {Act No. 93 of 1996}, no
person shall drive a vehicle while the
concentration of alcohol in any specimen of
blood taken from any part of histher body is
greater than 0,05 gram per 100 millilitres, or in
the case of a professional driver, greater than
0,02 gram per 100 millilitres. The new limits
will enter into force once the National Road
Traffic Act is implemented, which will take
place during 1998, In the meantime a 0,08 level
for all drivers is applicable.

Section 89 of the National Road Traffic Act,
1996 (Act No. 93 of 1996) makes provision for
harsher penalties in respect of traffic-related
offences. However, sentencing is at the discre-
tion of the presiding officer in a court of law.

Section 165 of the Constitution of the Republic
of South Africa, 1996 (Act No. 108 of 1996),
makes provision for the independence of the
judicial system. Therefore the Magistrates’
Commission which is the governing body of afl
the Magistrates’ Courts in South Africa is
responsible for giving guidelines to Magi-
strates for purposes of sentencing. The
Minister of Transport has no jurisdiction to
prescribe either minimum penalties or
sentences.

In the very near future, in conjunction with
provincial and local authorities. T will be
formally announcing the launch of an intensive
law-enforcement programme, to run from
October 1997 to January 1998, which will,
amongst other things, provide for strict
roadside monitoring of drink driving offences
and streamlined procedures for the disposal of
such offences in the courts. Regular repeat
campaigns will follow in the succeeding
months and years.

(2)(a) Yes.Iintend to take the following steps as
disincentives to drunken driving:

- acceptance of breathalysers for
evidential purposes, which will
enhance law enforcement on drunken
driving, and

— the introduction of mobile “booze
buses™ for speedy and effective testing
and processing of offenders

{b} The Administrative Adjudication of Road
Traffic Offences (AARTO) System, which
is still under discussion between the
Departments of Transport, Justice and
other role players, makes provision for the
endorsement of a driver's licence in
providing for a Points Demerit System
whereby the offender accumulates
negative points for Road Traffic Offences.
Upon reaching a predetermined maximum
number of points the offender’s licence
will be suspended.

National Home Builders Registrafi ouncil
Bill: consultations @

*20. Mr J A RABIE asked the Minjster of
Housing:

(1) Whether in the drafting of the National
Home Builders Registration Council Bill,
1997, any consultations have and/or debate
has taken place with the relevant industry
and the Building Industries Federation of
South Africa (Bifsa); if not, why not; if so,
what are the relevant details;

{2) what progress has so far been made in
respect of the drafting of this Bill;

(3} whether she will make a statement on the
matter? NI178IE

The MINISTER OF HOUSING:

(1) The National Home Builders Registration
Council (NHBRC) is not anvthing new It has
been in existence since 1995 at my Depart-
ments request. The NHBRC is a self-
regulatory body which was established only
after extensive consultation and debate with

all relevant stakeholders.
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STOCKS & STOCKS
Blame it on the
IT business

Despite a low tax bill, IT and
Namibian losses drag earnings down

There was no surprise that Stocks &
Stocks reported lower profit in the year to
April. What is surptising is that earnings
were down even though the effective tax
rate fell from a negligible 3,8% to an even
lower 3,6%.

One reason that Stocks sits on & p:e of
less than six is that analysts value Stocks
on a notmal tax rate of 25%-30%, which
would cut EPS by 10c to 39c. At that level
the p:e ratio increases to 7,5, in line with
competitor Group Five.

It also reflects disillusionment with
Stocks” vertically integrated structure,
which suggests stbstantial opportunities
for profit recognition along the value chain,
making it difficuit to know what Stocks
receives in cash from third parties. The
group is now dismantling this structure.

CE Bart Dorrestein says losses in the
information technology division reduced
the tax bill and there was a capital profit of
R38,4m, less the interest cost of the in-
vestment, from the realisation of a portion
of Stocks Hotels & Resorts (SHR) on its
listing in February.

Unlike most other listed companies,
Stocks does not report headline earnings,
which strip out the effects of capital gains
and gives a more accurate picture of trad-
ing performance. But Stocks considers the
sale of part of SHR as part of its normal
profits on propetty development.

The IT division’s sales of SSA software
slumped before the introduction of an up-
graded range and write-offs on new op-
erations. Stocks plans a partnership with
other players in the industry, quitting direct
IT operations and becorning an investor,

The preliminary report gives more di-
visional information than, say, LTA (Fox
July 25) and shows a strong trading per-
formance from construction, which lifted its
contribution to the bottom line by 48% on a
14% increase in turnover. Dorrestein says
building operations margins were lower
than the previous year, but improved cash
management increased their contribution.

Civil engineering is growing and Stocks
as a whole has an ordet book of R2,2bn.

Steel fabrication and trading are doing

COMMENT
FOX

well with a 66% advance in attributable
earnings, which it expects to increase
through an international investment.

The property operations had a difficult
{ime with institutions reducing their prop-
erty portfolios to bring their exposure more
in line with international norms.

Dorrestein says once institutions have
sold their poor quality buildings they will
return to the top end of the market, but
perhaps as investors in listed vehicles
rather than as direct property owners. The
Stocks property portfolio will be put into a
vehicle to be held with foreign investors,
which might list within five years.

Losses from its 30%-held Namibian hotels
increased from R2,78m to R7.33m. Dor-
restein says that though its hotel occu-
pancies are 18% higher than the market
average, competition from new casinos has
led to trading losses.

The funding of the Namibian hotels is
being restructured to turn the group's
short-term loans into 10-year facilities.
Though some profit potential will be lost,
the contribution from the operations is ex-
pected to stabilise and then turn positive.

The contribution of the timeshare op-
erations and the SA hotels, now listed as
SHR, led to a 55% rise in the contribution to

NASHUANN
With planet-friendly innovaticns
like an automatic power saving
mode, recycleable parts and a
feeder which accepts recycled
paper, the Nashua Aficic 400 is
de rigeur business eguipment
for the sensitive, nineties of fice.
SAVING YOU TIME. SAVING YOU MONEY. PUTTING YOU FIRST.

operating profit from leisure. SHR made a
maiden profit of R13,1m.

Group gearing fell 40% to 36% and chair-
man Reg Edwards expects it to fall to 30%
this year But the disposal of assets has
increased the outside sharcholders’ earn-
ings from almost nil to R20,3m.

Stocks is reshaping itself into a form
motre acceptable to the market, but coun-
tets operating in all 1ts main areas of
operation — property, construction and ho-
tels — continue to under-petform Though
the share looks cheap at a 42% discount to
NAV 1t is a risky investment  Stephen Cranston

GOLD QUARTERLIES

When hetdging
tdoes pay

Many mines are in trouble, but the
industry is showing its resilience

While the June quarterly results did not
turn out to be the disaster that was widely
anticipated, the industry's situation remains
grim, as shown by the number of marginal
mines now in deep trouble.

Mines that performed well, such as the
Anglo and Gengold producers, did so
largely fromi higher gold prices secured
through hedging as well as earher progtess
made on labour productivity issues.

Those that performed the worst were
marginals that had not hedged such as the
Randgold producers — Durban Deep,
Blyvooruitzicht, ERPM and Grootvlei —
as well as a few marginals that had sold
forward such as Randfontein Estates and
Loraine.

Average gold price received by Gold
Fields mines, which do not hedge, dropped
4,5% to R49,411/kg 1n the june quarter
{March quarter R51,737) The current gold
price is down another 4,5% at R47,165/kg.

Anglogold, by comparison, averaged
R52,649/kg for its mines — only 1% down
on the March quarter — while Gengold
received R50,601/kg {R51,504/kg).

Grootvlei — now merged with Hat-
mony — will live or die on a resolution
between Randgold and the State on the
continuing issue of pumping subsidies.

Randgold chairman Peter Flack points
out Grootvlei is R28m out of pocket on
pumping operating and capital costs, while
government has reneged on its previous
agreement to spend R20m on a solids

FinanciaL MaiL - AugusT 1 - 1997




BLACK EMPOWERMENT IN BUILDING 2. é )

It pays 1o go

'NMalmeshbhury jail

Contrﬂ gra{r! g zet ffirmative

action targets in State construction

Government's affirmative procurement
policy has notched up its first success with
the construction of the new Malmesbury
Prison. But demanding black empowerment
targets have taxed private contractor Ar-
mac's resourcefulness to the limit.

At R173m, Armac’s was the lowest ten-
der for the Public Works Department’s first
affirmative procurement project.

The policy aims to involve “affirmable
business enterprises” (ABEs) — small,
medium and micro enterprises owned and
controlled by previously disadvantaged
people — in large government contracis

alongside established firms.

38,5% — about R58m, excluding vVat.

it sets a 10% minimum participation tar-
get for ABES. Armac's target is to achieve

Armac is a joint venture between Basi
Read, Amsa and Atlantis Districts United
Contractors {ADUC), a consortium of
emerging businesses from the Atlantis area

in the Western Cape.

Project manager Christophe Calmel says
Armac fears the department may invoke
harsh penalty clauses in the contract unless
it hits the 38,5% target bull's-eye. With the
completion deadline looming on August 12,
Armac is stretched to the utmost to meet
the target

It has used 107 ABEs, including pro-
fessional services, subcontractors and sup-
pliers, with most of its own labour coming
from the local
community.

Meeting the “de-
manding” target has
been made all the
more difficult be-
cause of time con-
straints. Because of
prison overcrowd-
ing, the construction
time set for the
prison for 1000 in-
mates was a mere
11 months. This
forced Armac to as-
sist  subcontractors
in the daily manage-
ment of their trades.

The basic con- Affirmative sparks . . . a worker at Malmesbury Prison

struction  expertise

exists, says Calmel, but ABEs generally lack
managerial skills. These were
supplemented by free night classes on site,
enhancing ABEs' chances of obtaining fu-
ture contracts and financing.

For example, an ABE brick supplier
whose credit limit was extended fourfold by
a large brick manufacturer during the pro-
ject has been earmarked by Saldanha de-
velopers for future supplies.

Over 200 people, including many not

employed on the project, are said to have
benefited from the free training.

Armac also assisted in providing bridging
finance to subcontractors with inadequate
cash flows and mediated between ABE
suppliers and large manufacturers who
were initially reluctant to give them the
necessary credit facilities.

Armac has not considered the extra costs
of meeting the affirmative action require-
ments. But Calmel says the biggest cost
factor has been the time spent supervising
ABEs' work.

The department has hired a consultant to
review the policy to take account of some
of the lessons learnt One of Calmel's chief
concerns is that the contract provides no
protection to the chief contractor from
ABEs who could club together and charge
exorbitant rates. But Armac would do it
again.

“1 think it is the only way to work in SA"
says Calmel. “ABEs must become involved
in major contracts or they will never ac-
quire the skills and experience to be able to
tender for big jobs.”

At the official launch of the prison 1n
April, Public Works Minster Jeff Radebe
said nearly 360 construction contracts had
been awarded to ABEs in the preceding
eight months. Claire Bisseker

3
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edh
Comment on the controversial National
Homehuilders’ Registration Council Bill,
designed to protect low-income home buyers
from shoddy workmanshib, has flooded I 'to
the Department of Housing.

Hﬁww.mmﬁmn parties were given until the end of
last month to comment on the draft bill, which was
published in the Government Gazetie.

Ministry of Housing spokesperson Brian Leve-
gon said that many of the submissions were
detaiied.

“p cursory glance at the submissions received
indicates that they can be divided into three cate-
gories; ﬂb@ﬁ&@m@ support for the bill, qualified
support, and opposition,” Mr Leveson said.

Thesubmissions were currently being evaluat-
ed and’a report would be submitted to the Minister
of Housing, Sankie Mthembi-Mahanyele, at a later
stage. *

The draft legislation seeks to provide the

A

National Homebuilders’ Registration Council

MA
T 2
MeE R Pl

rs' bill hots up

meel its objective - Bifsa

with statutory recognition.

Ms Mthembi-Mahanyele has said this would
ensure that the requirements of all were taken
care of by ali the stakeholders in the housing con-
struction market.

The bill will make it compulsory for all builders
toregister with the eouncil and to pay alevyon
any structure for human habitation.

At pregent, the system of registration is volun-
tary, but banks will only grant bonds for houses
built by registered builders.

ATl houses below a value of R250 000 fall under
the scheme.

Ian Robinson, executive director of the Build-
ing Indusiry Federation of South Africa (Bifsa)
which has voiced strong objections to the bill, told
Saturday Business that a 70-page submission on
+he draft bill had been sent {0 the Minister before
the July 28 deadline.

Tn its submission, Bifsa said that the draft legis-
lation did not meet iis objective, which was o facil-
itate the granting of housing loans by financial
institutions to people with low incomes.

«The draft bill postulatesa hopelessly ineffi-

ute over draft

aats 22|

cient and unworkable scheme,” Bifsa said.

The federation also said that ceriain definitions
inthe draft bill were vague and that it was unclear
what people’s rights and obligations were.

“There was currently confusion on the roles of
developers and contractors, as defined in the bill,
Bifsa said.

«Certain features of the draft bill are open to
constitutional challenge and/or postulate future
constitutional challenges,” said the submission.

The National Homebuilders’ Registration
Council, which provided input when-the bill was
drafted, has come outin support of the siated aims
of the draft legislation.

The council’s managing director, Peter All-
sopp, said the bill would give housing CONSUINErsS
protection against “fly-by-night” building contrac-
tors and shoddy workmanship.

“We believe thatifisa far-sighted bill which
has been drafted to enahle more comprehensive
consumer prot ion mechanisms to be developed.
This will, in time, engender meore protection to a
broader scope of our population,” Mr Allsopp
said.

ek
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| New building

projects bring
| hope'to sector
| 3?

mer

PROJECT 11ke the
puto development com—
_dor and the N3 De Beers
Piss toll road will pro-
vide a significant boost
to the building and con-
struction industry; a So-
ciété Générale Frankel
Pollak report says.
Analyst Mark Ing-
ham said private sector
influence over gross do-
mestic fixed investment
was- likely .to become
greater than had tradi-

| tionallybeen the case."

This: was pa:tmularly
go ini hght of govemment
‘encouraging the private

"' sector to take a signifi-

cantly inore active rolein
building and managing
infrastructiire projects.

© “Inthe absence of gov-
" ernment - ‘delivery, ' or

- | rathéran inability to de-
»} liverdué to resource con-
. "stramts, we are Beemg a
“.{ more: 11; oactwe partici-

pation by ‘the private sec-

| toras opposed to & pas-

“give: reactmn to’ projects

. ‘{mztlated by govemment
| and_ put: out.tg. tender,
I hesaid. . o

i’ Ingham sa1d'bu11dmg
and. conistruction gross

| domestic - fixed - ihvest-

.ment ‘had' halved "since
“the ‘mid-~1970s.'As a'pro-
: portion'of gross domestic
iproduct u:ldmg and
onstruction. gross’ do-
“mestic, fixed mvestment
~had:fallen. bo 7% in’ the

" He. said ‘the Mapﬁto
development :.‘._corndor
gave building ¢ompanies

| adireet eqmtir ‘participa-
| tion'iri'the toll

d ,Ject' constitction work
|- over 30 years and man-

road pro-

agement responslbmt
~ It dlso gave:them* he

; chance ‘to generate avev-
{|: enue strean whichi'could
‘| "potentially yield greater

‘retuing than wére con-

ventmnally avaxlabla Gk
Ingham said’ assum~

mg a R15bn W1tbank~

‘| Mapito- toll' road “con-
A structmn bill,, the equiity

ortlon would be about
00m "~ about half

E “funded by Bouygues,

*1-Basil Read -dnd Stocks &

i |- Stocks -— and ‘the ‘debt

portloan 2bn :

- | pastfour years from 15%:
tin themid-1970s. "

merk
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RDP to
bu11de17§g?o

develop &3

UNDER a “successful Reconstruction, and
Development Programme, the building mdus--
try could grow from the current investment
level of R17.4 billion a year to R28,3 billion by
the year 2000, e 1S e s s s
Speaking during the official opening “of the
Afribuild *97 exhlbmon atthe Gallagher | F.staxe
in Midrand this week, the exhibition 1 manager,
Nigel Walker, said the ,bmldmg mdustry,
given a chance t0 grow, could develop mtq,a, ,_
| gigantic sector where the mformal sector could

~exngnd-godesihdakn

i
'By Coudjoe Amankwaa - ¢ ik é
?

L
s‘;f’ '\

+ rently providing about 540 000 jObS to black {

-people. About 203 000 of this ,number werggl‘n,

- i itiformal sector., -

* " He hailed this achisvement as a step in the -

. right direction to minimise the unemployment
problems facing South Affica. ’im"?

.“The exhibition is an ideal platfon"ﬁ’ for [

Jomt ventures, alliances and skills t(ansfer '
between the formal building industry “nd l:he :
so-called informat sector”, he said. »~-isat

- Walker said the néw Jook Afribuild 9’{; ! '&
busmess—to-busmess exh1b1t10n ‘for consn'uc- Y

tion, building and related mdustnes, is dcdmaf-

ed to housing in'the country. ;s / ?nf&%ﬁ" 4

The five-day TML Reéd- 0rgan15ed exhﬂn-
tion, which started on Tuesday and ends today,
is attended by 200 industry representatives, *:

Walker said: “While' the building and | con— :
struction industry in South Africa is currcntly
in turmoil, long-term prospecfs are hlghly
encouraging” . ¥ .

He attributed the present low level of conﬁ
dence in the industry to factors such as the gen—
eral climate of political and economic uncer- |

tainty in the country - F HuE

P

- R, . I

o ———— o ——



Communities
are huilding it

for themselves

m)s-mlslq

To address the country’s basic constructzon
the government must facilitate community-driven

projects, reports Aspasia Karras
ixtypercent ofall construc-  state,” says Sam Amod of Develop-
tlon projects in South ment Engineering Consultants.
Africa are handled by 12%  “Setious restructwring is required.”

ofthe industry. “The South
African building industry isina

Amod is part of a team working
on the Green Paper for Construction

Rallying call: Bolpatong puts people-trivon development Into practice. PHOTOQRADHE ASPASIA KARRAS

due for publication at the end of the
year. Entitled "Establishing an
Enabling Environment for Con-
struction”, the paper will focus on
challenging the protectionist and

uncompetitive nature of the indus-
fry. It will also attempt to break the
cycle that makes It extremely dHfi-
cult for emerging contractors to ten-
der for large operations, because
credit extension and surety are very
hard to come by.

“Quality and execution are a seri-
ols problem; there i5 hardly any
capacity. Large contractors point to
the impressive hi-tech work at

+ RichardsBayand Alusaftoshow that
capacity exists, but that kind of con-
struction Is not addressing the coun-
try"s basic needs.”

Amod |s managing a project that
reflects the Green Paper's transfor-
mation obfectives. His analogy is:
“When you've got children to feed
you cannat stop cooking in order to
clean the kitchen.” The Boipatong-
Bophalong integrated pilot project,
started up in May, is one of 12 initi-
ated by the Department of Public
Works. The aim of the programume is
to demonstrate to other government
deparimentshow re-orlentation may
be achieved, and to develop guide-
lines and technical information for
future use

As part of the wider public works
portfolio, each province was
requested to develop a pilot project to
deal with unemployment, poverty
and the lack of skilts in a particular
community. The project entails creat-
ing and maintaining physical assets,
suchas clinies and roads, through the
direct iInvolvement and participation
of the community. In this respect, the
Gautehg project is the only one that
has taken the principle of community
participation to its logical conclusion.
The R15-million project budget is
being administered by community
project committees, which have been
set up in offices {n Boipatong and
Bophalong. Amod explains: “The
community Isstill emerging from the
throos of the massacre, 50 there was
enormous animosity among the
members of the profect committee,
but we found that inclusivity was the
right management decision.”

Sean Phillips, director of the pub-
lic works programme in Gauteng,
says: “Weare trying to interpret peo-
ple-driven development and put it
into practice, but it is a vague con-
cept and you could end up empower-
ing thugs.”

This is the very real conseguence
of the history of a community like
Bolpatong, and the latent instability
has flared up during the course of the
project, The four construction pro-
Jects, the Jet Nteo school, two clinics
in bath townships, and a library in
Bophalong, are being entirely han-
dled by emerging contractors from
the reglon, chosen after an open ten-
der process. Nevertheless, gun-toting
members of the African National
Congress youth league at one stage
prevented building on the site of the
school, eiting corruption andemploy-
ment of non-Boipatong residents as

PR L XTSI R L Ry

reason enough to demand R2 000 to
secure thelr co-operation, They have
been subsequently expelled from the
ANC, but their actions highlight the
rishs associated with community-dri-
ven projects.

But saysJacob Letsela, amember
of the project committee In Bojpa-
tong: “The advantages to the com-
munity are many. Participation
ensures that the community actually
receives the services it identified
and really needs; it also ensures that
the projects will not be vandalised on
completion, because the community
has bought in to them.”

Amod adds: “South African con-
struetion moved away from labour-
intensive methods during apartheid
in fear of uniontsation and instabll-
Ity, but the real need in South Africa
15 job ereation. In real cost terms the
labour-intensive method used on this
and other projects would cost us the
sarne if we had machines in there.”

eneed is for stronger project-
F‘lanagement and more risks
by the government. Tradition-
ally, a single contractor would go in
and complete the project after it had
been assessed by consuitants, This
ensured that the government ran the
smallest risk, for relatively safe
returns. A community-centred
approach entails far more risk than
the government usually likes {0 take,
but has higher long-term returns,

But, says Amod, “to stick a wad of
money in front of communitles 1s
irrespensible; parameters must be
set”, These entafl balancing the level
of power given to communities with
internal chechs and balances, as well
as develaping the control in the pro-
Jects at the level where deeislon.mak-
Ing is most effective.

“If government is serious about
empowering communities It must
then give provinces, loeal govern-
ment and individual profect man-
agers discretion to act beyond hier.
archical regulations, to speed up the
process.”

Phillips sees the process as a
series of trade-olfs between commu-
nities and personal gain; between
time constraints and a high level of
community participation; and
between meeting social needs and
actually getting things off the
ground, But central to government’s
fear of this kind of project, he says, is
the culture of risk aversion —and
this kind of community participa-
tlon is a potential minefield,

“If the independent anditors who
are auditing this project found that
the R5-million already spent had
been somehow misappropriated,
heads would roll.”

‘The trade-off for the governiment
appears to be to take more risks and
transform the way development pro-
jects are managed or give up the
notion of cemmunity-driven devel-
opment.




i Dty

wl g feeT

Aviy

man 4l

Builders’ regulatory bill ~
-brings blame, not solutions

. Treedie takes issue with its provisions
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THE deadline for submissions on
the National Home Builders’ Reg-
-_istration Council Bill was July 28,
7'amonth after the bill was gazetted
+ “for comment”. On that day, Brian
. % Leveson of the National Housing
-Forum Trust was redeployed to
« the housing department. He is a
: lawyer specialising in consumer
# piotection and his task is to steer
¢ the bill onto the statute book.
¢ 'The Gauteng Master Builders’
v Agsociation, a voluntary, demo-
¢ cratic and self-funding organisa-
i tion, and the other regional mas-
1ter builders’ associations, have
; formed a committee to fight the
tbill, led by builders’ association
» executive director Colin de Kock.
% Their submission contains
1 gtrong objections: the bill will not
: correct the mischief it was intend-
‘ed to fix; it is “ho%alessly ineffi-
: cient and unworkable”; it is open
" {to constitutional challenge; the
;‘pri_ce of land and services should
v not be subject to levy; definitions
» 8r¢ vague, preventing the public
ifrom knowing their rights and
s obligations; it duplicates the pub-
ilic. works department’s registra-
« tion drive; the composition of the
; governing body is unsatisfactory;
1and the bill entrenches the cur-
srent home builders’ registration
! council, which “provides no sub-
¢ stantive protection for those who
{ rely uponit”. .
! riLeveson admits that con-
4 sumers do not have an enforceable
{ right to claim against the builders’
¢ registration council under the bill.
»' This would have been prohibitive-
dy eernsive, hegays.
v Shawn Cuff, the technical co-
sordinator of People’s Dialogue for
. Land and Shelter, which promotes
-self-building, says the bill will

‘have devastating repercussions

»on the poorest of the poor and eon
sexisting and emerging small con-
stractors. There are also objections
sfrom the Free Market Foundation.
i These responses suggest the
{bill may be good for nothing. Even
ithe banks, for whom the whole
tregistration council show was put
on the road, appear indifferent.

t A record of understanding be-
itween the Council of Southern
1African Banks (Cogab) and gov-
sernment {:receded the trumpeted
iBotshabelo Accord in 1994, The
1Cosab CE at the time, Piet, Lieben-
sherg, wrote of “a massive break-
i#through®, but the bank-driven
sinstitutions created by the record
wof understanding (Masakhane,
«Bervcon, the Mortgage Indemnity
Fund and the Home Builders’

=22

Registration Council) have all
been conspicuously unsuccessful.

The record was not followed by
the promised release of bank fi-
nance into low-cost housing, Yet
the banks continued to provide the
coercive element behind the reg-
istration council. Without regis-
tration, money would not be lent.

Because the low-cost market
was neglected, the registration
council was getting very little re-
sponse. So the banks and the
council unilaterally increased the
agreed limit from R65000 to
R260 000. At a stroke, the lame-
duckling council turned into a
cash-rich swan with a potential
income to the order of R10m a
month, and few expenses,

But builders and developers
were not persuaded that the 1,3%
council tax was necessary or hen-
eficial, and they took their com-
plaint of unlawful collusion be-
tween banks to the competitions
board, which ruled against the
banks and the council. The latter
body, forgetting its earlier self-
regulatory, independent preten-
sions, ran in haste to government
for statutory backing. Hence the
council bill, gazetted on June 27
1997, without the usual consulta-
tive preliminaries.

e bill is as bad a piece of leg-
islative drafting as ¢an be imag-
ined. Beginning with vague, dis-
empowering definitions, it ends
with blanket powers for the hous-
ing minister to make regulations
without reference to Parliament,
plus exemption from the Mainte-
nance and Promotion of Competi-
tions Acts, and the Insurance Act.
In between, it sets out to create an
impregnable bureaucracy.

o home builder shall con-
gtruct 2 home unless registered.
Fees, subscriptions, levies, sure-
ties, guarantees, indemnities and
gecurities can be demanded. De-
velopers must use only registered
builders. Builders who are struck
off the register may appeal to a
committee appointed by the coun-
cilitself, whose decision is final.

All home-building contracts
must be in writing, Warranties
enforceable in court are deemed
part of all such contracts. These
include construction in accor-
dance with standards and guide-
lines prescribed by the council and
“any deficiency related to design,
workmanship or materials”. Each
home must be “enrolled”, This in-
volves payment of the council tax.

To quote Free Market Foun-
dation director Eustace Davie:

Sy
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-= The new bill to regulate home builders comes to Parliament soon. Dominic

B0 1s]glad

“Inspectors are to be employed.
Are they to cover the whole coun-
try, includinglonely rural areas?

“It is an offence to withhold in-
formation from inspectors. The
courts are given interdict powers
to stop a construction project.
Penalties of R25 000 and/or one
year's imprisonment are set for
not registering or ‘enrolling’, for
lending money for a nonregistered
or nonenrolled project, or for with-
holding information.

“The bill iz dealing with house-
building — not drug-dealing or
some other heinous crime. One
has vigions of an ‘illegal house-
building squad’ working under
cover to establish whether some

oor soul in Tamboekiesfontein

s neglected to register, enrol,
provide information or has com-
mitted some terrible crime in con-
nection with the house he ig build-
ing for his family on weekends.”

Neither consumers nor produc-
ers have any claim on the regis-
tration council’s mounting fund,
unless the latter exercises its dis-
cretion to accept such a claim. It is
uncertain whether the bill would
create new forms of claim and
remedy between contracting par-
ties, but, if so, builders and devel-
opers will have to insure against
such claims, which will be & fur-
ther cost to the consumer.

Quality arises from all-round
ability and efficiency. Nothing in
the bill will engender an imdprove-
ment in quality in the industry.
This task will be left, as before, in
the hands of voluntary, private-
sector initiatives such as the one I
work for, the Master Builders’ As-
sociation Resource Centre.

The master builders’ associa-
tions, with modest subscriptions,
have successfully organised the
SA building industry since 1903.
Because of this, quality is avail-
able in the marketplace.

Cceasional failure (a different
issue to that of quality) is in-
evitable in building, because of in-
herent, irreducible rigk. Again the
bill fails to assist. Rather, it tends
to introduce elements of guilt and
blame into circumstances where
thigis the least hellpﬁ.ll thing to do.
An approach involving insurance
against risk, as advocated by the
master builcfers, is preferable.

O Tweedie is employed by. the
Gauteng Master Builders’ Associ-
ation as director of its resource
cenire for emerging contractors,
These opinions are not necessarily
those of the association.
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Lukéihyo Mnyanda

GOVERNMENT was considering a
proposal to make it illegal to build a
residential home in SA without regis-
tering with the National Home
Builders’ Registration Council, hous-
" ing department representative Brian
Leveson said yesterday.

In terms of the proposal, the draft
bill, which would give statutory powers
to the council, would be changed to
make it liable for structural defects in
new houses irrespective of their value.

The council would need access to a
wider pool of finance if it was to fulfil
demands that it should provide total
protection and security against shoddy
workmanship. It wae obliged to correct
defects depending on the availability of
funds, Leveson said.

If adopted, the proposal would make
it illegal to build a residential home

d buil
N
without registering with t eaofu?c.il.
The proposal was one of many being
considered following public submis-
sions on the draft bill.

Council MD Peter Allsopp said the
council had collected about R16m in
levies in the past financial year, com-
pared with building activity of about
R2bn, meaning that it could not act as
aninsurance scheme.

The council, formed to protect con-
sumers from bad builders, initially
})rovided a warranty for houses in the

ow-cost market before the ceiling was
increased to units costing up to
R250 000. The bill does not have a ceil-
ing but gives the housing minister the
right to determine alevel.

The Building Industries’ Federa-
tion of SA (Bifsa), which has threat-
ened legal action if efforts to modify the
scheme are unsuccessful, had rejected
the proposed legislation. One of its

ders’ register
bi; ge%té?timsms was that the council
was not obliged to repair defects de-
spite collecting a 1,3% levy on new
buildings. Bifsa’s spokesman could not
be contacted for comment last night.

Leveson said compulsory registra-
tion for all houses would enable the
council to raise enough money to repair
defects. Government had received
about 65 submissions which could be
divided equally between three cate--
gories. Consumer groups had largely
given it ungqualified support while
some professional bodies had accepted
it in principle, with certain reserva-
tions. The third group, mainly Bifsa-
aligned developers, had rejected it.

Leveson said the bill would be sent
to the cabinet once consultation had
ended, and it should be passed during
the current session of Parliament.

SeePagell
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Brickbats for

T HE new housing Bill, which aims to
improve building standards and
protect the public from fly-by-night
builders, is under attack from the Cape
Master Builders Association,

The Bill would make it an offence for
banks to give home loans for new
houses where the bujlders were not
registered and able to give guarantees
through the National Home Builders
Registration Council (NHBRC).

MBA president Jonathan Mitchell
said they did not believe the NHBRC
was of any benefit to home owners
and was of only limited value to the
banks giving home loans,

The NHBRC had built up funds of
R14-million from consumers through a
1,3 percent.levy on new homes, but
not one cent had been paid out to
claimants for faulty work, said
Mitchell.

€ warranty was limited and
covered only defects in the foun-
dations, internal walis and roof. Most
common problems in new buildings
were not covered, such as cracks in
interior walls, badly fitted doors and
windows, leaks, uneven tiling, poor
plumbing or electrical work and

new housing Bill

collapsed ceilings, he said,

Mitchell complained that the
warranty applied only if the foun-
dations had been designed and
inspected by a qualified civil engineer,
whose costs were beyond the means
of the smaller home owner, the person
who was most in need of protection
from inefficient builders.

Peter Allsopp, director of the

" NHBRC, said the council had settled 32

claims without spending any money,
by seeing that contractors fulfilled
their obligations. .

The warranty covered the structural
Integrity of the house, inciuding -
cracks. Electrical and plumbing work
was not covered because it had to be
certified by other agencies. ...

“You can have full protection as is
the case overseas and you will pay five
percent, but it is a question of making
the system affordable,” he said, “All
houses must have a foundation
certificate, and that is a code of
conduct and not our rules.”

Most contracts favoured the builder,
and little protection was available
unless the consumer was aware of his
rights.

N
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triég” Fedération of SA
(Bifsa) will meet the par-
Jiamentary.  standing |

]

" | houses builtin SA.

‘| the: government repre-
1 septativgs‘styl@ying‘sgb-
.| missions:on. the - bill,

‘| Taunchinga legal ;chal-

‘committee on housing to-
‘morrow, in an attempt to"
get the draft bill giving-
-gtatutory, power to.the
' ‘National Home Builder®’ |
i Registration " - Council
| amended, says executive
diréctor Ian Robinson.
"> Robinson "'said -‘over
,Lthq“weekend that Bifsa’
“was .. dissatisfied " with
proposed ' - amendments
-to thebill and hoped the
- committee’ would either
modify it to address in-
dustry concerns or/delay
jtspassing.” F7 .
© " Afier a briefing{Wwith

‘Robinson said the organ-
'isation had been encour-
aged by moves towards
‘making the council a fi-
-delity fund liable for cor-
recting structural de-;
fects. Butitremainedop--
.posed to a proposal”to
.extend its cover to all |
.. Robinson' said -that-|
lenge against the bill re-’
ained an option if at-

.| charge of lack of trans-
'| parency and . consulta-

| legzal to build a home in.

tempts to’ modify the
scheme did not succeed.
He . renewed  his

ion on the part of gov-
ernment,’ which he’ said
was reflected by the fact
that the building indus-
try had not been repre-
sented in the eommittee
overseeing possible leg-
iglationchanges.’n—,?;, Ny
.+ Proposed amend-
ments would make: it il-
SA without registering |
with the council. . . -

' Comment: Pagel1 | .

—— b |
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Victims of shoddy bu'_ders

support new construction bill

Cave Towit
The plight of 97 homeowners from
Meadowlands, Soweto, who have been
cheated by a contractor who built sub-
standard houses, has been heard in
Parliament.

Moses Majola, who represented
the homeowners from Zone 9, Mead-
owlands, told Parliament’s housing
committee yesterday that he and his
neighbours had been living in shod-
dily built houses constructed by a
company that had, for the past nine
years, refused to correct faults or
compensate the owners. .

“When we-approach him to correct
the mistakes, the developer has been
arrogant and provocative. We discov-
ered that he had gone to the bank to
apply for second mortgage bonds for
us without our knowledge. We took
the matter up and got a judgment
against him.

“Despite many promises, the de-
veloper has not repaired our houses.
He has changed the name of his com-
pany four times and has moved fo
other parts of the country where he
continues to build more houses,” Ma-
jola said.

Majola was in Parliament to high-
light the plight of his neighbourhooed

o (9

¢ [aF (320

and to support the National Home
Builders Registration Council
(NHBRC) Bill, which is designed to
regulate the construction industry.

According to the bill, all builders
would be required to register with the
council. It would be a criminal offence
to provide a mortgage bond for a
house notregistered with the council.
Builders would also have to providea .
five-year warranty on a newly built
house.

Majola believes that the proposed
law would protect consumers from
unscrupulous fly-by-night construc-
tion companies.

“We don’t want what we experi-
enced to happen to other people.”

The draft legislation has received
the support of the Council of South
African Banks. Bob Tucker, Cosab’s
general manager, said the organisa-
tion supported the bill and believed
that all bunilders, except owner
builders, should be required to regis-
ter with the new council.

The bill was, however; rejected by
the People’s Dialogue/ South African
Homeless People’s Federation: al-
liance, Ted Balmann, a spokesman for
the alliance, expressed concern that
the proposed legislation took no cog-
nisance of the role of self-builders in
national housing development.
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- |Bill ‘open to constitutional challenge’

* Jagob Dlamini

CAPE TOWN -= Draft legislation in-
tended to protect low-income home-
owners from wnscrupulous builders
-had clauses which could be subject to a
constitutional challenge, Building In-
dustries Federation of SA (Bifsa) ex-
ecutive director Ian Robinson seid
yesterday.

Robinson said the National Home-
builders Registration Council Bill con-
tained weaknesses such as “confusin
definitions” and had been _E.ovmu.mm
with undue haste.

. ,“Epm bill would create a “monopolis-
tic” body which would hamper the de-
livery of low-cost housing. Robinson
called on the parliamentary housing

aosagmmgﬁﬁ&mﬂgmvﬁ. mmﬁbm
there had been no transparency an
accountability when it was drawn up
by the housing department.

The bill secks to give the council
statutory wers to register all
builders and would make it a criminal
offence for a person to build a house
without being a registered member of
the council.

Robinson zaid Bifsa mﬁﬂvo—&mm the
registration of contractors but wanted
the proposed legislation withdrawn in
the interests of all stakeholders.

The draft legislation contained pro-
visions which would violate a number
of acts dealing with insolvency, insur-
ance and companies.

This, Robinson said, would leave

the oomﬁmﬁ

to costly consti-
tutional court challenges.

Banks had been reluctant to grant
loans to the lower income market. He
said there had been no significant in-
crease in the number of loans issued
A_me#m the existence of the councilasa
self-regulatory body.

The draft legislation would “perpet-
uate the belief that bad workmanship
was the cause of the reluctance of the
financial institutions to advance loans”
tolow income home-owners.

Robingon said the bill would only

However, Robinson said that
builders not registered with the councit
would have no difficulty in getting fi-
nance from banks if the introduction of

benefit banks.

the bill was delayed. o~

Scrapping the bill would have &io ef-
fect on the provision of bonds tojgjme-
owners, he said. o

Black Construction Industry chair-
man Mandla Ndlovu said his organi-
sation supported the bill but believed it
had many defects. cL

Ndlovu expressed concern that'es-
tablished and emerging builders would -
be charged the same levy by the coun-
cil, He said this would be unfair as the
two groups did not enjoy the same Iével
of profit.

However, there was a need for the
regulatory mechanism proposed under
the new bill in order to restore the in-
tegrity of the construction indusiry,
Zmﬂﬁm said. L
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Builders’ bill a draconian
malntalns Blfsa

monster,
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Draft legislation was drawn up in indecent haste W|th

no consultation and transparency, says federation’s chief

By JoviaL RanTAO

overnment’s draft legis-
Glation to regulate the
construction industry
has come under fire from
builders and property owners,
The powerful Building In-
dustries Federation of South
Africa (Bifsa) has dismissed the
National Home Builders Regis-
tration Council Bill as a dra-
conian monster, calling for its
withdrawal from Parliament.
Bifsa president Jan Robin-
son told Parliament's housing
committee the draft was fatally
flawed He asked the national
legislature to decline to pass it.
Robinson said it perpetu-
ated the belief bad workman-
ship was the cause of reluc-
tance of the financial

institutions to advance loans
and that a warranty scheme
would cure the country’ s hous-
ing crisis.

Robinson said the bill was
accompanied by “indecent
haste” with no consultation
and transparency. “The legisla-
tion must be halted in the in-
terest of all stakeholders.”

Colin de Kock, of the Gaut-
eng Masterbuilders’ Associa-
tion, proposed a national statu-
tory scheme of registration for
contractors across the entire
construction industry to en-
sure minimum standards for
each of the tasks and skills,

“Coupled with this should
be a parinership between the
industry and Government to
train and empower the emerg-
ing contractor sector, leading to

a raising of standards to the
benefit of all parties.

“We -also propose a war-
ranty scheme on normal insur-
ance principles forming part of
the terms and conditions of
loan finance granted by finan-
cial institutions.”

De Kock said, as it was writ-
ten, the bill would violate the
Constitution.

Colin Bird, chairman of SA
Property Owners’ Association,
aligned himself with Bifsa.

The Black Construction In-
dustry said the legislation
should be improved and not
shot down.

The Free Market Founda-
tion has also called for the biil
to be withdrawm for re-writing.
The Council of SA Banks sup-
ports the bill.

T Y
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New housing law * 1
protects consumers |
Nomavenda Mathiane’ 3&5@ &

=3
CONSUMERS stood to gain from %p%!e%e isla- [
tion aimed at regulating the buil g construction
industry, Meadowlands 97 committee chairman
Moses Majola told the parliamentary housing com-
mittee on Monday. . .
Majola, who for the past nine 111;3:511'5'. has had run-
ning battles with the developer that built hig home,
one of 97 houses erected in Meadowlands Zone 9 in_
Soweto, told the committee that ordinary people had
tobe protected from unscrupulous “fly-by-night” con-
struction companies, U w
He said the Meadowlands houses were built in
1988 by Piet Smit, who had since gone into liqui-
dation and could not be found, He said ﬂt;tc!i ements

————

B S

d been served against Smit but there een no

Tesponse. .

ajola gaid the houses were defective, had poor
workmanship, poor design and were built with in-
ferior materials. “We live in houses we cannot resell
or improve because they are devalued due to their
low building standards,” he said. .

Majola proposed that developers be subject to reg-
istration and that a compensation fund be estgh-
lished for consumers who fall prey to bad contractors.

The Council of SA Banks (Cosab) had now in-
structed engineering consultants to conduct a tech-
nical assessment of the 97 houses, Cosab spokesman
Sharon Trail said. ‘ v T

Trail, who also attended the parliamentary sub- |
missions and supports the legislation, said con-
sumers were not protected from developers who ex-
ploited the ignorance of the “first home buyer”. She
commended the work and perseverance of e Mead-
owlands 97 committee, saying that dohanneshurg’s
western metropolitan substructure had now set
aside a budget to assist with the repair of the houses,

She said there was now a task team consisting of
the banks, a legal firm, local government represen- |
tatives and the Meadowlands 97 committee working
onresolving the problem,

Tt e - T, g I —




Jacob Dlamini

_, CAPE'TOWN, -~ The public
works ' department_has pro-
i.posed the establishment of a
construction industry devel-
opment board as part of plans
to transform the country’s

- building industiy. =~
The board would be re-
sponsible for exercising lead-
. ership and encouraging the
‘co-operation _of . interested
parties in pursuing develop-
ment ohjectives. . The pro-
posed bioard would also fostér
improved industry practices
" to boost performance and en-

.

Buildin

“sure ‘the. profitability and
long-term survival of the SA
construction’ industry in the

internaticnal market. .. -

- - Inits'annual report, tabled
in parliament yesterday, the

" public works department said

.experience in both developing
. and developed countries had .,

confirmed the importance of
such boards in enhancing the

* contribution the constiuction
‘industry” made’ to economic
"growth and development.

g Eacma.u\ ‘board-prop %m

. Public 30%%&5”@@»%_

Radebe would appoint a task

. team to advise him on the es-

tablishment " of the board

shortly after the launch of the

department’s green paper lat-

_erthisyear,

Hrm,. %H_.oﬂr. oEE&NBmuﬁ
and | redistribution strategy

. (Gear) anticipated that the

construction industry would

" supply°25% of the 400,000

jobs it aimed to ‘create by
2000, the department said.

d

»C
ﬁ =z
. owever, the infdustry’s

present structure was not ad-
‘equate to meet the target and
needed tobe réorganised. .
-The department said it
had also t
initiatives - identified after

‘consultations with the con- .

struction industry.

. . The first was an agree--

ment reached with estab-
lished contractors in May last

‘year jointly to identify and °

sponsor shori-term action

en action on two .

.m.u_mwm.&c kick-start transfor-
. mationinthe industzy... - .

The second -initiative had

been the intreduction of a 10-
point .plan. to give--black.
emerging .contractors. access
to contracting opportunities.
.. This ‘had resulted in. the
depairtment awarding -R35m
worth of contracting opportu-
nities on government projects
to'emerging contractors. -

- There had-been increasing
demands for support for black
contractors' and the depart-
ment said it had begun intro-
ducing programmes-intenided
to assist them. :.




Mixed hopes for construction sector,
@2) 60 2b]? /

Lukaiyo Mnyanda

CONSTRUCTION companies are expected to pro-
. duce mixed results this week, with some of the bigger
players likely to be hit hard by high interest rates,
restructuring costs and slower bui ding activity, an-
alysts said. . )

At least four companies — Murray & Roberts, Gri-
naker Construction, Boumat and Group & — are re-
leasing final and interim results this week. Wilson
Bayly Holmes-Ovcon will report before month-end.

‘Analysts said construction stocks would continue
to face tough trading conditions into next year in the
_ absénce ‘of a rate cut and still slow gross domestic
g ;a‘iﬁg;ﬂeéﬁ;‘iﬁegtqge_nﬁf oyt GD d: ‘

i EATA G B (N3
least likely to comitain surprisesiz
attributable losses of more thanREZ50m
to Jilne; mainly as a result of 2 B300
traim‘tontracts and R130m fromy
property head leases, B
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roup 5 earnings following the recent closure of its
loss-making property development division, with an-
alysts expecting earnings for the year to slide to be-
tween 50¢ and 58¢, compared with 83,8¢cin the yearto
last June.
R3((;)ne analyst said the write-offs could be a8 high as
m.
Analysts were divided on building materials sub-
sidiary Everite, with some expecting it to come under
increased pressure from

global competition and
the dumping of goods in
SIA. Its share earnings
8
&
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| ‘Contractors look north for

. ppplukanyo Mnyanda

. .m"mwwm A’s byilding and construction industry had
W% Yegun to show renewed strength in anticipa-
o tion of an interest rafe cut and should also

However, analyst Nolan Menachemson
said in his report, Contracting, in Africa —
Taking Up the Slack, that SA’s cement pro-
ducers were unlikely to benefit significantly
from the increasing foreign demand due to-

ongo and Malawi.

& o;benefit from the redevelopment of neighbour-  high transport costs and existing capatity in
Hmwmb@mooboamm‘ says a report by stock brokers many.of the neighbouring states. g * ered momentum.
B w..wm_w.ﬁhmmncﬁﬁmm. African countries which were expected to -

. Local companies were also expected toben-  show robust growth — Mozambique, Tanza--

,M. Awmma from the Southern African Development nia and Zambia — were either self-sufficient
b -Community’s; current development projects, or geographically “displaced” from SA. s

valued at about R9,4bn.
Maost of the contracting work is concentrat-

MMW%& ininfrastructure and energy-related fields.

opportunities in the Democratic

Menachemson said the number of SA and
international contractors’ bids for work in the
rest of Africa was increasing as development

. and investment gains in the continent gath-

SA companies were also expected to benefit
from increased Commonwealth Development
;Corporation  investment in sub-Saharan
.. -t Africa, also driven by infrastructural projects,
~;vMozambigque was supplied by three plants .’ in roads, water and port revitalisation. .
run by Cimpor of Portugal, while Zambia’s na- **' %~ Mozambique had beén’idéntified as poten-
tional supplier was even considering export | tially thelargest driver of work u.w;rm medium -

ortunities .
aww.m Bb 272197

term, with Zimbabwe, Lesotho and Zambia al-
so likely to provide projects for SA companies.
Many local companies were entering into
joint ventures with internaticnal players in
an attempt to secure work and access to skdlls.
An example was the R1,5bn North-South Car-
rier water project in Botswana where SA con-
struction company LTA had been chosen as
one of three installing contractors. - #
Opencast mining also provided significant
growth opportunities for SA companies with
LTA dominating contracting outside SA’sbor- |
ders, while Basil Read was"alsé expanding its b

op

eross border activities.
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Concern over government housing projects

Lukanyo Mnyanda

?%2 P,
THE buﬁnbg a%%}n t?iu:lion indus-

try was concerned that as little as 60%
of the 248 000 low-cost housing listed
as built or under construction in hous-
ing department statistics had actually
been completed.

SMK Securities construction and
pmé:erty analyst Nolan Menachemson
said the 148 860 completed houses im-
plied that contractors, based on esti-
mated marging, had made potential
profits of only R184m,

Government get itself a target of 1-
million Houses by 1999 in terms of 1994
election promises. Almost 600 000 sub-

sidies had been approved, but govern-
ment had not provided a breakdown of
completed houses.

Menachemson said the number of
schemes where houses had been buili
or were under construction had in-
creased by 275 to 345 in the past 10
months, with the average project size
estimated at 700 houses. ..

“Industry participants are of the
view that this increase in projects is
exaggerated due to delays in the ac-
counting systems.” Profits in the low-
cost market had been lower than ex-

ected, with some projects incurring
osses. Bond finance was unaffordable
for most of the target market.
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E Uncil breaks’ new ground Ay

" The Buﬂdmg Industry Bargainmg Counc}l has become the ﬁrst
bargammg couneil in South'Africa to have a new, fully negotiated
© agréément between the representatives of the ‘trade unions and

. employer bodies, the council said yestérday, This coimes aftef: two -

. years of negotiationsand was made possible by the new Labour
Relaﬁons Act,

. The’ agreement restrictewto the Cape Pemns‘ula was s1gned at
the exgd of ‘June, It was ! breakthrough for:the huﬂdmg industry,
salq Joniathan Mitchell, the-president of Master Builders & Allled

Trade Assoclation Tt complied with the new.Labour Reiatlons Act .

. and the new document was simple and easy to undexsfand;
Mxtcheil described the agreement as “révolutionary 4nd hi{ely to"
for better conunumcatian” In addition, he said it was less
:régifictive regarding the erhployer/employee ralht;on%hm “We be-
- lieve; tt;at the new document will give us'a far moré stab)e work-
forcé?"iwcheil sald prho Mantﬂu, Johannesburg‘ Hiy

?‘
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Casting the/ r‘ei

100 narrowly

The campaign against shoddy
builders should be broadened

Hot debate surrounds a draft Bill that
seeks to protect low-income home owners
from bad workmanship. Council of SA
Banks CEO Bob Tucker
admits "some form of
warranty or insurance
is needed for both the
upper and lower ends
of the market, because
there is, in many cases, §
a lack of professional-
ism which verges on
fraud.”

The Bill would have
every builder register a
house costing up to
R250 000 with the Na-
tional Home Builders' |
Registration  Council
and pay 1,3% of its cost [
to the council. The pro-
ceeds would be used
mostly to correct build- |
ing defects. :

in the constitutional court, He says only a
government-co-ordinated programme of
registration and training can ensure prop-
etly built houses and availability of finance
at the lower end of the market.

Meanwhile, what about middle-class vic-
tims? Johan de Ridder, head of the recently
created National Housing Finance Corpo-
ration, reckons there are thousands of
them, “Rampant [reemarketing, low entry
bases as well as uninformed consumers
result in large-scale exploitation. We need a
central regulatory scheme to regulate the
industry and protect consumers who are
vulnerable. The Bill is a com-
prontise.”

A different perspective is of-
fered by Malcolm Burnett of
home improvements  firm
M&M Construction. “When a
client accepts a tender he
should realise it is based on
available resources at hand,
and that the fee does not in-
clude a German cabinet
maker or Portuguese tiler. If it
did, the estimate would rise
from, say, RI1200/m2 to
R2 000. There are times where
we feel the client is split-
ting hairs, and as a result
the small builder usually
battles to get final payment
and meet his overheads.”

In short, the advicefrom

Rabbie Tshabalala

More affluent home

Bifsa's Robinson . | . facing the
owners must be won- challenge of seff-regulation

the market to those con-
templating new legislation is

dering  why no-one
wanis to help them.
According to Bureau of Economic Research
senfor economist Charles Martin, up to one
quarter of home building activity last year
involved extensions or improvements.

Banks' concern focuses on the lower end
where borrowers’ anger over bad work is
most likely to produce bond-repayment
boycotts. “When houses devalue, as is hap-
pening in the Soweto suburb of Mead-
owlands where 97 houses erected in 1988
are disintegrating and whose builder has
fled, the-issue is really over the mechanism
for providing insurance,” Tucker says.

Absa commercial banks general man-
ager: credit and risk management Piet van
der Westhuizen says a building levy would
be impractical to apply and too costly for
poorer ‘groups. “But it's not our respon-
sibility to accept the consequences of poor
building,” he says. “The Building Industries
Federation of Sa (Bifsa) must introduce
self-regulatory measures or face new leg-
islation.”

Bifsa executive director 1an Robinson
says the Bill contains clauses challengeable

FINANCIAL MAIL - AUGUST 29 . 1997

— 80 back to the drawing
board, and widen your per-
spective on the whole project.  Margot Cohen
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CHRISTO VOI.SCHE

Cape Town -— Confldence in the
building industry dropped for the
third consecutivg quarter to a point
that might be unjustifiably low,
Llewellyn Lewid of the Bureau for
Economic Research at the Universi-
ty of Ste]lenbosch said yesterday at
the release of! its third quarter
survey of the 1ndustry

He blamed crime and the
announcement by. financial institu-
tions that: theyf'had slashed their
propertﬁbudgets for the unjustifi-
able drop'in confidence,

i
|

“The key ractor pulling confi-
dence down is the high level of crim-
inal violence, which has the poten-
tial to desn*oy the country”

He said the announcement by
Sanlam Properties that it had
slashed its investment in property by
20 percent must have had 4 profound
impact on the confidence of poten-
tial property investors. Other insti-
tutions, except for Norwich Hold-
ings, had followed Santam’s Jead.

Lewis said the industry might be
over-pessimistic at this stage.

In the non-residential sector the
systematic upgrading and building

e \

confidence drops again

9‘51|'8 Qja (=)

of new shopping facilities and class-
rooms in black residential areas
would prevail.

“The building of some 25 new
mega-casinos countrywide could
result in additional building activity
of R1 billion to R1,5 billion a year for
the next five years and the Qlympic
bid, if successful, and increased
tourism could result in a further
R2 billion investment annually to
2004,” Lewis said. r

Also encouraging was the co-
operation to build privately owned
jails, which could amount to R10 bil-
lion over the next 25 years.
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Murray and Rob

JoNaTHAN ROSENTHAL -
R INDUSTRIAL EDITOR

Joharihesburg — Murray and
Roberts, the construction and
manufacturing group, yesterday
reported a net attributable loss of
R272 million for the year ended
June 80, from a profit of R375 mil-
lion in the same period last year.
Several large events lie be-
hind the swing into the red, in-
cluding a R130 million provision
on its commercial properties and
a R70 million reduction in the
carrying value of the original
Standard Engineering activities.
The largest bite taken out of
earnings was a further R340 mil-
licn loss on train contracts,
which last year bled R138 million
from the income, statement, The

‘ *losses, relate to a quahty dispute

with Siemens over the manufac-
ture,of train sets for Taiwan's
rapid transport system.

The losses were all expected
by analysts, since the company
issued a profit warning in July

But a closer look at the contribu-
tions to pretax earnings by Mur-
ray and Roberts’ various divi-
sions showed that the group’s
difficulties were deeper than a
fow big losses, analysts said."
The contracting. (11v1510n 8

: contmbutlon to earnirgs fell ‘be- -~

cause of Tosses in the Intershore
Jomt venture, a project to manu-
Facture offshore oil platforms,
The materials division slipped

because of a more competitive:

cement market and production

ertsm the red
g q ﬁ'.oblemsg%‘plp g business-

es, and the automotive division
was hit by turbulence in the
automotive market.

Compounding the groups’
difficulties was an interest
charge of R208 million on its
higher net borrowings, which in-
creased by close to R200 million
to R1,1 billion.

If exceptional profits and loss-
es are stripped out to give the
group's headline earnings, the
swing into losses was less pro-
nounced. The group reported a
headline loss of R154 million
compared with headline earn-
ings of R247 million last year.
Total losses a share were T9c and
headline losses a share fell to 44e
from headline earnings of 72c a |
share last-year.

~“Grabanm Hardy, the ch1el’3exec- 0
utive, said he was confident the
group would make a strong
return to profitability in the
current financial year.

O Business Watch, Page 20
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in Johannesburg in the past
week has prompted two investi-
gations and turned the spot-;

., light on one of South Eﬁmf
~ most dangerous industries.

The Labour Department an-

‘ nounced yesterday that it

would launch an investigation

abar e )

oouchoﬁg Easmﬁ\
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ley and a co-worker, who may

not be identified, fell to their

death when the scaffolding
they were standing on to install

. a television antenna collapsed -

. after being knocked over by the
_ wind.

Monday's accident followed -
. into the death of two men on a the nmmm_ of Eumwumoﬁm ona, r-of;

T

(=)

EEE d e."...“....,.. construction site in EQB ncumﬂdnﬂcn site in Sandton

L m—— ' northern: .uoummnmmgumv on, ilast Tuesday. Several, other

., 'The death of five construction  Monday. - : et imorkers were injured when
workers in twoon-siteaccidents- - Leslie Heaney (49) of wBE,«% scaffolding collapsed.

According to the compensa-
tion commissioner; the build-
ing industry ranks among the

_most dangerous in the country,
. with 64 workers dyinglast year.

.« Thousands others were in-

Jured.

e e,

———

to @o
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safety for Em Labour Depart-

ment, said: “We are investigat-

ing both the Sandton and Movo
incidents in terms of the acts
concerned, whether there was
negligence either on the side of
management or upsafe mnmcum
of employees.”

Meanwhile, the Building E
dustries Federatior: of South
Africa has offered to spend R1-

Jo Bradley, deputy director. ymiflion on training new Jbnild--
onnzumﬂona health and :Em noun.wﬂo@w i

]
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Lukanyo Mnyanda and 1and is regarded as average. This may be more
indicative of a Iack of active participation in thig mar- |

CONFIDENCE levels in the building jndustry bad ket than an indication of re availability,” he said.
declined for three consecutive quarters and were ap- The lack of work was reflected by the fact that
roachin% levels last seen in 1093 a8 expectations ofa respondents perceived competition to be “yery high”.
oom following SA’s first democratic olections in Building costs were also perceived to be “very high”,
© 1994 failed to materialige. despite the stiff competition, which should normally

The BMI Building Research Strategy Consulting  drive costs down.

Unit said in its latest quarterly survey that the in- Respondents also had fairly negative perceptions
dustry expected conditions to remain unchanged into of the various mechanisms put in dplace to protect the
next year, despite a mumber of expected develoﬁ- consumer. They said these added costs and reduced

ments which could accelerate activity. These inclu affordability witl;uut Froviding much protection.

ed increased low-cost housing delivery, the construc- There was 2 “fairly low” level of su%port for the
tion of between 20 and 25 casinos and the possible National Home Builders’ Registration ouncil — to

impactofa suceessful Olympic bid. which the housing department wants to give statu-
“High real interest rates are, of course, a major  tory powers. ; )
inhibiter fo increased building activity, fundamen-
tal}fg;\affegﬁing affordability ;and _expected  returns,
. and while a reduction \_is;ex},)’ec;téd;‘.g.;-_ consumers-and
ihvestdrs‘aré‘battlesqarredl T R TR

BMI director Liewellyn: Lewis said digms of grow-.

ing confidence. would be found in aresis, which were
~less,sensitive to ‘intetest rates inovements, such as
E %111_};1'11: gector investment.in's chools; clinics and jails. -
it Private sector investmentin casinos and hotels could’
also drive industry growth: ' i I ot
1ewis said the survey; conducted among 120 con-
. tractors; showed that bothiemerging and established
contractors expected” conditions 11" the mnext: six
months to be “about.the same’ as the corresponding.
period last year. They had the same view over 3.12-
ménth period, although the emerging market expects. |-
ed conditions toimprove by asmuch as 5%:. R

Lewig said the traditional building sects T had not

)

experieniced any. thortages.of “critical resources and
kéy! capabilities’ in the period under review, whic
wadsymptomaticofa subduedmarket. ' o
¢pho'fay as low-income housing i& concerned, the
availability of capital subsidies, mortgage finance L




R3m to trahaaszm%léz Sontra_'ctors

By Joshua Raboroko

THE building industry has set aside
R3 million towards the training and
safety of emerging contractors follow-
ing the soaring deaths in the industry in
the past weeks.

A further R2 million is to be con-
tributed by the Department of Housing
pending discussions -with emerging
contractor associations to ensure that
the programime suits their requirements.

Executive director of Building
Industries Federation of South Africa
(Bifsa) Mr Ian Robinson said yester-
day that they had been calling on the

tor of the Industry.

Robinson said: “*We decided to
take the initiative to start this pro-
gramme to address this critical issue.
Qur offer is based on the assumption
that the Housing Department will con-
tribute the balance of R2 million
required to fund the programme.”

The announcement comes in the
wake of several contractors who died
tragically in the industry in Sandton,
Rivonia and Rosebank in the past few
weeks. *x
it also comes after Labour Minister
Tito Mboweni unveiled draft legisla-
tion intended to impose a training levy

Government 1o train the informal sec- of between one and E.f Ef?em ‘on
Rewelen & 17

companies’ payrolls to finance the
development of a competitive and
skilled workforce.

Robinson said the training would
take place at Bifsa's two training col-
leges — one in Springs. Gauteng, and
the other in Belhar in Cape Town — that
were accredited to offer the complete
spectrum of building skills training.

- " The programme would include the
building and business skills for smaller| .
cbniractors working in the low-income
housing market, . -

“About 80 contractors will be
trained in various building skills at
Bifsa. The skills acquisition will also
cover safety measures. .-
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* -{. kukanyoMnyanda -, 5 k R eq g _ , . ) ﬁ ﬁ@N w 1. ;A4 government’s ‘asset procurement |’
; e Building sector skills levy pla = OffiCial - B perating partmesehip pro

| WINDHOEE—""The SA® public DR A St oo . T . “~gramme for  the' provision of

works mwummgmun was consider- .. stakeholders had identified d need .., construction companies would be,, a8 being between business and ' . infrastructure. . -~ . "/
ing introducing & training levy for, for skills development, many rw.w.n,.,,.wuonﬁumm to payia-1,5% levy*on .m;_m_uoﬁﬂrmn.mﬁﬂmm reallybetween - 1 'He said’ tendering tomipanies
.the construction industry which it . been unwilling' to recognise"that ? " their annuat furnover. Shezi said™f the ANC and jts ally, the Congress - would have to show 40% of their
-believed could raise as much as - building industry* members "also;* the - indus had ‘an annual ;ofSATradeUnions, .- = - ¢ equity “was targeted” to incorpo-
-RAG0m a year to develop the sec-": had to play arole¢in its funding; -~y turnover' of R28bn and the levy, w; He said business was comfort- yrate black business arid 25% of the
<t tor's human resources, director-- ! 'The wnowommu follows, the de- /3 could genérste asmuch as R400m." able with the broad objectives of service wastobe sub-contracted to

‘general Sipho -Shezi ‘said here ., partment of labour's plans to im-- . At the same conference, Busi- economic policy as stated in goy- ' “previously disadvantaged enter-
.| yesterday. - : . ose a payroll levy to fund skills' ness SA vice-chairman Nick Segal ernment’s macroeconomic policy, - prisesinSA”. -+ -

_He told the Building Indus- ,development, which hds aroused ° aaid government had to stop char-- but was disappointed with ,its .’ _.wﬁmmbmmmumﬁﬂmm awarded the
tries’ Federation SA (Bifsa) annu- opposition from business na.oﬂmﬁuu ' acterising the conflict over the Ba-  stance onlabour flexibility. Publication of the Year Award at

plan,

al conference that although many ~ According to the propesed sic Conditions of Employment Bil | Shezi .%mw.mm% ﬂyg_ mmﬁmm_mm on theBifsa conference last night.
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Building sector pros

PESts, improyi

. B
1 [
o PR(%SPECTS for the building in-
dustry were improving despite
.+ high'interest rate levels which put
a damper on demand and showed
little sign of softening, said the an-
- nual report of the Building Indus-
. tries’ Federation of SA (Bifsa), re-
-. leased this week.
Several indicators suggested
that the workloads of building
- contractors would rise in coming
years, it said. Tourism had in-
creased about 20% last year, rel-
. ative to 1995. This had necessitat-
. ed an increased supply of guest

houses and hotels.

Manufacturing production rose
2% in the latter part of last year,
implying an increase in demand
for additional capacity in factories
and warehouses. The weak rand
would encourage import substitu-
tion, which should also enhance
industrial growth.

The trend towards the decen-
tralisation of office space contin-
ued, Bifsa said. Onee gaming Ii-
cences were granted, work would
start on various megaprojects to
provide entertainment complexes,

corfference facil ant .

“At least R4bn of building
turnover will be generated from
this (gaming) sector over the next

ee years. Low-income housing
is showing signs of accelerate
growth,” Ian Robinson said in hig
executive director’s report.

“Our industry needs leaders
with commitment to ensure we
have sufficient capacity and skills
to remain first world in construe-
tion terms. We are more than ever
convinced that building is the key
engine for growth.” — Sapa.
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Piblic works calls: ;
expeits for builgdtﬁg p’gfc{écts’ |
‘. 4 nﬂr! ‘ ﬁl(!micob t;tiv o

Cape Town - The Public {

Works Department is
strengthening its invest-
ment analysis unit to
rationalise its vast prop-
erty portfolio. And it is
expanding its roster of
private-sector eXp ertsto
help it to plan new build-
ing projects.
Jeff Radebe, Minis-
,-ter of Public Works, told
a parliamientary media
" phiefing vesterday that
? the investment analysis
, unit would be beefed up
o make strategic invest-
ment decisions on build-
ing; leasing, selling and
buying property.
~n#Through thorough
investment
patterned on interna-

tional best-practice prin-

analysis, .

tiples; -we, could save -

‘ihe ' state. millions of

.rands .and thus-con-.

tribute substantially to
our larger " niaero-

§.in PrIv

said.

This kin
would play a key role in
finalising the register of
state assets, hopeflly by

the end of 1998. The reg- -

ister already contained
151 159 properties, in-
cluding 26 322 which had
not previously been reg-
istered or were c!an'des—

tinely owned. - -

The vegister ,con-
tained land .and build-

‘ings ranging from -of-’

fices and houses 1o more
unusneal items such as
restaurants, shops and
farm buildings.
Radebe said his de-
partment Was also ve-
aesessing renis paid for
government offices t0
ensure that the state was
getting best value for
money;. and several

Jeases Had been 'termi-

nated. A start had'also
been made on selling
state-owned houses

..
E i rm’g’ r

ate:

g
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Lukanyo Minyanda @ (3 ﬂ\ W\\

THE number of liguidations in the building
industry increased for the third consecutive
year last year, jumping to 247 (1995: 232)
while employment declined 7,3%, despite the
industry recording a 3% growth rate, says the
Building Industries’ Federation of SA (Bifsa).

Central Statistical Service mm...:.mm showed
that employment in the formal building in-
dustry declined to 178 000 last year compared
with 191 000in 1995.

However, Bifsa executive director Ian Ro-
binson said there was some evidence to show

SCCLOY

=

bedtthe drop in em-

that the figures ovelsta
EoM.Bobw figures.
‘Artisans often leave their posts to become
specialist contractors and they are then re-
garded as employers instead of workers”.

Bifsa repeated its call for government —
which is considering introducing a turnover
levy to fund training in the industry — to sup-
portits training programme.

“The government will have to accept that it
has joint responsibility in this regard. Bifsa
spends more than R25m a year on manpower
training, but it is estimated that more than
R100m is required to provide a sufficient

.8killed labour resource,” Robinson said.

Labour bottlenecks on sites were becoming
amajor constraint and highlighted the need to
invest more money on training programmes.

“By supporting Bifsa in ifs training com-
mitments, the state will be contributing di-
rectly to the reconstruction and development
programme. Productivity mE%ucqumu_.,m are
urgently required if the industry, and the
country a8 a whole, are to compete efficiently
with other developing countries.”

Bifsa president Waldo Deacon said the par-
ties involved in unification talks since 1995
had “grown somewhat closer”. The process

ses govt to back training

was spearheaded two years ago, calling for the
unification of the construction federations
and associations. It is not clear how far the
role players are from reaching an agreement
as they have consistently declined to provide
deadlines or targets for unification.

Deacon said that a “considerable” amount
of effort was still required to consolidate and
confirm the process.

“A positive outcome is essential if the in-
dustry is to speak in one voice on critical is-
sues affecting it, such as housing delivery, the
proposed housing bill, the imposition of train-
ing levies and the influx of migrant labour.”




¥R e T R
-

s The Star....hdondéf

”i"‘") 2’ "% n-«m‘»g{ 5?'3',::»/ i BT N i e '}wrp«vv,m{g yg}rj

:)3'4-. ‘-1;

L w”“ ighs &V;;{

Mir wwv EXES
&ﬂ?‘ f' u?e%zz ]

New law is on its way to help
douse the number of fires

Installation will cost R300, but existing homes won’t have to comply

City Desk

ough new legislation to
! I cut the number of fires

in Gauteng will have lit-
tle impact on existing houses
and buildings, many of which
do not comply to ﬁre safety
standards.

The legislation, whmh will
include the compulsory instal-
lation of fire detectors, at a cost
of about R300 for houscholds,
in all new houses and build-
ings, is expected to be ‘imple-
mented next yeai: i

Local government depart-
ment spokesman Sakkie Lom-
baard said yesterday that some
of the documentation was

s1919F
ready, but the legislation still
needed to be “workshopped”.

The legislation will not
apply to existing buildings and
houses, many of which do not
comply with fire standards.

“It is not easy to backdate
legisiation,” Lombaard said.

He said the department was
also investigating heavier fines
for buildings which fail to com-
ply with five safety regulations.
At the moment, violators can
be fined only R500.

The Star reported earlier
this year that at least half of
Greater Johannesburg’s high-
rise buildings, defined as above
30m or nine to 10 storeys, have
inadequate safety conirols.

And across the city, ware-

i
houses ando hl(gks wh:mh) with the cntlcal shortage of '

serve as housing, and informal
settlements are mushroommg
increasing the province’s at-
ready high risk of fire, ‘
Money lost through fire this
year is expected to exceed R15-

E Renovated
blocks seen
| as a danger

billion - almost double that of
last year, acconding to Greater
Johanneqburg‘s director in
charge of management ser-
vices, Andre Tomlinson. -
He said the losses, together

] . -t

emergency services personnel, |
were seriously hampering the
province’s ability to fight fires -
and could prove deadly. Johan-
nesburg is said te be operating
on less than 66% of its man-
power needs. ]
- As a result, Gauteng had
launched an awareness pro-
gramme to educate people
about the dangers of fire.

. "The programme, known as
the Emergency Services Aware-
ness Week, will run from today
to Friday. It wﬂl be held annu-
ally

Actmtles durmg the week
will include visits to schools,
parades, demonstrations, and
open days at fire stations.
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CONSTRUCTION JOINT VENTURES @ ?wwﬁ\\v\x

Snag in ‘affirmative
construction’

Gulf of skills and managerial expertise between big and small
contractors is main hurdle in empowering black builders

overnment's attempt to uplift

small, mostly black-owned build-

ing companies by insisting they be
drawn into joint ventutes with big builders
in State construction contracls is running
into trouble.

The main problem is the huge difference
in management and artisan skills between
big and small builders.

Big contractors complain they do most of
the project management and provide the
skills but have to share as much as half of
the profits with their small partners.

Small contractors accuse large builders
of using the partnerships simply as win-
dow-dressing to win government work and
then treating them as mere subcontractors.
The industry is rife with stories of small

solution to the need for skills training g
and profit sharing ,
Few genuine joint ventures have
been carried out, but one small con- §
tractor who has had successful part-
nerships is Mendi Kenosi of Johan-
nesburg-based Kenosi Tladinyane
Investments CC. Kenosi, an accoui-
tant, and his civil engineer partner
Neo Tladinyane say they have succeeded
mainly because their skills have been equal

{o those of their contracting partners.

One solution, Kenosi says, could be to
absorb small builders into the larger com-
panies, allowing them to learn adminis-
trative, computer and other skills from the
better-resourced firms. But this is only a
regional option, Kenosi acknowledges.

A

Mentdi Kenosi . . . with frequent joint venture partner
Tim Haynes in an unusually “wonderful marnage "

ing to usurp the role of educational in-
stitutions like colleges.”

Buhle Xaba, a former director of the
stocks-originated Homes for Gauteng, says
he left the programme because its profit-
sharing arrangement was so vague.

Since then, says Watters, Stocks has in-
sisted on a 40-page agreement with each of

builders being paid to clock in at site and
then make themselves scarce,

Big and small builders agree the task of
training SA’s emerging construction force is

State contracts are spread across the coun-
try and it would be mpractical for big
companies to have to hire small, poorly
skilled, local contractors every time they
undertook a contract.

Because winning State con-
tracts depends in part on shar-
ing the profit as evenly as pos-
| sible, both big and small
contractors were initially happy
to go along with the policy.

But its mits are beconung
more apparent Stocks &
¢ Stocks Building Gauteng MD
| Ken Watters says his site man-
agement staff are disgruntied
J z2bout the mequities of the joint
| venture system — they do most
| of the skilled and management
work but get only half of the
profits.

Watters says Stocks tramns
small companies to become
self-sufficient The company's
supervisors often “shadow small contrac-
tors in terms of procuring supplies, billing
and checking site specifications” to ensure
they don't make mistakes.

“We're not trying to teach builders to
become formal bookkeepers but to be
strectwise,” Watlers says. “We are not try-

Robbie Tshabaiala

BRI _ L
Stocks’ Watters . . . managers becoming disgruntied about
carrying partners but having to share the profits

too great for the construction industry to
bear alone — even though government
provides funds for skills training to com-
panies involved in State contracts.

The question is: where does government
go from here? The joint venture system
alone simply isn't providing a long-term

its joint venture partners The agreement
spells out the rights and obliganons of the
partners, including when the profits should
be shared — after completion of the con-
tract — which many smaller builders did
not understand, it claims

The Building Industnes Federation of SA
(Bifsa) calculates 1t is costing taxpayers 5%-
10% more lo pay for State construction,
because of the added costs of government-
sponsored training allowances, lost pro-
ductivity and unseen inefficiencies.

Bifsa says it would prefer to see gov-
ernment discontinue the contract-based
training incentive and divert that money to
formal tramming n colleges Government has
long ignored Bifsa’s cali for training grants

Bifsa favours a proposal by the Labour
Department for a 1,5% levy on construction
companies’ wage bills that would raise
about R100m/year for formal traming, says
Bifsa executive director lan Robinson.

The big question is whether the De-
partment of Public Works will abandon its
training allowances on contracts to stim-
ulate joint ventures and hand the money
over io formal colleges instead. The de-
partment plans to release a Green Paper on
the joint venture issue

The industry will be watching to see if the
department will manage to reconcile reality
with idealism. Alison Goldberg and Margot Cohen

FINANCIAL MAIL - SEPTEMBER 19 - 1997

Robbie Tshabal
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By Joshua Raboroko

EMERGING contractors have thrown
their weight behind the draft bill that
will protect pew home buyers from
unscrupulous builders, saying it will
help to curb crime and discourage fly-
by-night buildets who have ripped off
millions of rands from poor communi-
fies in the past, > = - e

The South African Residential
Developers Association’ chief exec-
tive Henrick Kekana said at the week-
end that in terms of the National
Home Builders Registration Council
Bill it would be “a.criminal offence”
to build houses without registéring
your business. .. : .

“The bill, fibled i Packiamént

or .withiold information or to con-.
struct houses if the business.is not

registered with the NHBRC. . . ;.
In terms of the bill, financial insti~

tutions will not grant loans uniess the
contractor joins NHERC. ... -.w.

They will also need tQiﬁfQﬁi’d@!fiﬂ
five-year defect Warranty 1Sgs
built. KBRS

A

__&ﬁ&@z__&%j/_ii i
Builders support Bill -

e ! T 3 AP -y ‘:«i\.t‘j: ~ :"-‘w.".‘:",‘l:‘% P
to protect homeowners -

r

- Ce

e

makes it an offence to obstruct, hinder g

on ‘Houses *
52,07 iy consumers from white builders.

(3z)
(2

 Meanwhile, ~~the -Gauteng’
. Legislature's Standing Comunittee on
Housing and-Land Affairs - will hold .
*public hearing ow the bill, starting
gomerrow. v - 4 LT W
- Kekana supported the bill, saying
it would protect vulnerable consumers
~ the majority of whom came from
poor communities —against shrewd
developers. ¢ i - ae o
Shoddy structures CEh,
- He claimed that shrewd and’ {ly-by-
_ night developers made “a quick buck”.
by building shoddy structures that had
“defects. : ST

iy

s 8 3
5

", Their businesses were found to be |

.. either bankrupt or. non-existent when

-asked to repair the defects... . . . .
. He said local developers focused
“ attention on short-term profit making
instead of the long-term benefits that
-, would accrue from providitg the iy
* with houses. DA S
" However, there has been some
..., ANELY reaction {0 the bill by white
* developers” : organisations ~ who

' opposed it by saying it protected black,

———

‘:‘*}"-—"w)?;_“_: JRPCITY
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By Abdul Milazi -~ -

-FHE"building-industry could expect-
- better growth by the turn of the cen-

tury if the implementation of the

Government’s’ Growth, Employment -

and Wma_mnzg:ou {Gear) succeeds

T in _oum:Em §i% mﬂdﬂ: macro- mnozo:._-

ic growth by 2000,

Building sIndustries Federation
mo_czm >D._nm (Bifsa) executive
director fan Robinson . .says in” his
annual _.ﬁ,uo: that* the_ industry’s
expectations “for “1996" has been

scaled down largely because of the

R -

increase in interest rates.
“Consequently we were more
‘cautious with our predictions at the

 possibl

bEn:..Eco: to trade union mmmnmmﬁ

beginning of 1997 and predicted zero -

real .growth for this year,” says
Wogzmou “However, there are m_wnm
that interest rates cuts are imminent
‘and it seems lkely that our industry
can look forward to & gradual
improvement in our expectations as
the year progresses.”

- He argues that job creation should ™,

nevertheless form. dhe-comerstone of -

Gear’s success and “Cifréit” _.manw
presents sobering statistics that give

sion”

-- ,.H:m building industy, in pre-

senting itself as the engine for
growth, needs to _measure itself
against Gear’s mEchsm ” WocEmon
says. -

He says while ::w industry’s con-
tinned dependence on subcontragtors
and the use of illegal immigrants
improved thin margins, it could not
s be’a mediem o long-term solution. .

“As ourfortimes i improve we need
16 look _unu.onm tomorrow and invest
E w_._wmﬁb:mz% more triining imme-:

Sowean(Bus) 26, ¢\A 22),

¢ in building industry

“ diately if we are to avoid severe skilis

a mwonmnmm éEnr already hamper our

progress,” says Robinson, :

The-building industry produced a
better m.m_.mossmsnn during 1996 than
in the previous Iwo years. Low-
income housing grew by seven per-
cent despite a wo percent decline in
wB»: housing investment by business,
. The private residential sector
grew by a mere two percent in 1996,

‘while the hotel building segment of -

" the market put in a splendid growth
performance of close to 100 percent.
"Robinson says there are sigas: EE

~programmes,

the entertainment complexes and
casinos will become th& new growth
sector once gaming licences are
granted. . -

Despite _E@Bﬁ:—ma in- ﬂ.wm_:a .

conditions in the building Eammﬁn
247 construction firms were liquidat-
ed in 1996, This follows the" _EEQ?
tion of more than-600 firms since
1993. ol

“Af a time when greater aa_ﬁmz%
are to be put on labour resources in
the industry, it cannot bg,Jeft to the
industry alone te finance training
" says‘Robinson. -
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Building on the
Olympic loss 0 3\0\"*

Despite the 2004 disappointment the outlook for building and
construction is bright, particularly for quick-thinking contractors

After outpacing the JSE All Share index
recently, the Building & Construction index
has fallen by about 700 points, or 10%, to
7322 in the last month, The knock was
purely a result of the failure of SA’s Olympic
pid, which battered prices of leading stocks,
such as the sector giant PPC.

But as the latest financials for the period
to June indicate, there is still a lot of money
to be made in this sector, despite a par-
ticularly patchy market. Good results have

ONDJ FMAMI
1996 1097

SOURCE: I-NET

been released by contractors like LTA,
Basil Read, Grinaker Construction, Wil-
son Bayly and Concor.

Chief among the problems during the
period was property, which hobbled both
Murray & Roberts and Group Five.
Group Five announced before its year-end
that it had decided to wind down its prop-
erty division. It cost the company R29m and
shareholders 26c/share.

The civils and road side showed evidence
of recovery, with all contractots exposed to
these sectors reporting improved €arnings
in these divisions.

Building markets were mixed, with
coastal regions showing better results than
expected and the tender-driven Gauteng
market indicating continuing margin pres-
sure.

Building material and product players
continued to experience depresseq trading

conditions,  though §

production improve- Share price {¢)

Mments resulted in 495 oo
carnings recovery in o0 Eﬁf&?ggﬂ%ﬁ '
some  businesses, index. - Af
such as Group Five's 300 Y
Everite  subsidiary

and Concor.

Cement producers
PPC and Alpha re-
main embroiled in a
three-way battle for
market share with Murray & Roberts’ Blue
Circle after the break-up of the cartel More
altractive margins still seem some way off.

One important trend that emerges from

ASIL READ'S ASCENT = -

NASHUAWM

With a special new function which
rotates the image vou re copying
to match the orientation of the
paper in the tray, the Nashua Aficio
40¢ will improve your turnaround,
and your turnover.

SAVING YOU TIME. SAVING You MONEY. PUTYING YOU FIRST.

the results is the growing importance of
work being done outside SA, in such areas
as opencast mining. This higher-margin
work helps to counteract the fluctuations of
the local Gross Domestic Fixed Investments
(GDF) cycle, which is back in a trough —
though fixed investment is expected to re-
sume mote rapid growth over the next two
years.

Against this background, SMK Securities
analyst Nolan Menachemson suggests that
companies which have done well have
diversified across the border, expanded
their operations into
related areas such as
building  materials
and ensured good
cash  management.
Typically, smaller
companies have out-
performed the giants,
because they have
been working off a
lower base and are
more nimble.

“In tendering, Basil
Read has had the advantage of interna-
tional experience through French company
Bouygues This will continue until their
competitors can come up to speed,” he
58YS.

Société Générale Frankel Pollak analyst
Mark Ingham says more international con-
tractors are likely to appear in SA, either by
buying stakes in listed companies or by
directly bidding for larger contracts.

All the analysts canvassed are confident
the sector will out-perform the JSE All
Share index over the next year, with capital
appreciation of about 20% on the con-
tracting side, fuelled by a recovery and a re-
rating. They point to the expected decline in
interest rates, increased business activity
north of SA, big domestic civil projects and
the impact of the casino licences.

One analyst estimates the related spend
on casinos could total R4bn-R5bn over the
next three to four years This sort of ex-
penditure and other large jobs, such as the
Build Operate and Transfer projects, may
put strain on the streamlined companies in
the coming years, but with strengthened
balance sheets all round they will be in a
pasition to cope,

Analysts advise a weighted investment in
this sector towards contracting companies,
particularly Group Five, LTA, Basil Read
and Concor. Alpha and PPC seem to be
discounting much of the growth, though
they too may be caught up in a buil run
should sentiment turn more positive.

Stuart Rutherford

FINanctaL MAIL - OcToger 3 . 1997
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engineering sectors are in the

process of merging, and a draft
constitution for a single training body
will be tabled at the next round of unifi-
cation talks on Qctober 17, says Erwin
Sonnendecker, the director of the Build-
ing Industries Training Board.

Present will be representatives of the
formatl building and civil engineering
sectors including the Building Industry
Federation of South Africa and the
South African Federation of Civil Engi-
neering Contractors, the emergent sec-
tor in the form of the Black Construction
Industry (BCI), and trade unions.

The intention, says Sonnendecker, is
to have the new body act as both the Sec-
tor Education and Training Authority

eﬁﬁ ITBs in the building and civil

(SETA) and Education and Training
Board (ETB) for the construction indus-
try, being tasked with research into
training and human resources needs of
the industry, curricnlum design, stan-
dards setting, accreditation of training
providers, quality assurance, assess-
ment and certification.

“We will not be involved in actual de-
livery of training,” he says. “We’ll leave
thisto accredited training providers who
are able to meet the requirements in
terms of the South African Qualifica-
tions Authority Act (SAQA) and who
have the necessary infrastructure.”

Sonnendecker says unification
makes sense as there is an enormous
overlap in the two sectors in terms of
skills and contractors involved.

n constructi
CT pR)6/10 /9% /
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Mike Dutton, the training manager
for the Civil Engineering Indusiry
Training Board (CEITB), echoes this,
saying that he believes it will result in
more cost-effective operations, leadingto
better and more standardised training.
Sonnendecker says the industry faces
two main challenges:
O To further develop the skills base,
training more people and providing for-
ther training for existing employees.
O To facilitate the formalisation of the
emergent sector through proper entre-
preneurial training and by promoting
their participation in joint ventures with
established contractors. It will also pro-
mote the participation and advancement
of women in indusiry.

The training needs of emerging con-

on to merge

s

trattors is"A major challenge, agrees
Richard Saxby, the chairman of the
CEITB.

“Emerging contractors require frain-

_ing embraeing all aspects from skills

training through to management and en-
trepreneurial training,” he says. “How-
ever it is difficult for emerging contrac-
tors and other small companies to spare
key people for training while coping
with the job at hand.”

There is therefore a great need to de-
velop on-site training programmes, says
Saxby. “Training has to be taken to them
and developed to their requirements.”

Saxby says it is hoped to increase effi-
ciencies and create a higher degree of
training by pooling training resources in
the construction industry.
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_i acted cautiously to the insertion of a
clause into the housing bill giving
the housing minister powers to de-
termine a national policy and stan-
dards for housing development.

SA Residential Developers’ Asso-
ciation executive director Hendrick
.Kekana said he was concerned
about the clause and its “sudden
and unannounced” insertion.

Housing  Minister  Sankie

: :  Mthembi-Mahanyele said during a
CONSTRUCTION hodies have re- .

parliamentary debate on the bill
earlier this week that government
could not allow the poor to be vic-
tims of unscrupulous developers.
Her department had produced a

‘document detailing the average

costs for land and infrastructure
which should be paid out of the max-
imum R15 000 subsidy for the build-
ing of a minimum of 1 000 sites.
Kekana said the association

méoi
would like to have been informe
about the content and intention of
the clause beforehand to allow the
organisation to study and comment
intelligently on it.

. “That way we would have been
able to buy into it,*efSkdhe very
least debated and perhaps resolved
any reservations we had.

Building Industries Federation
of SA executive director Ian Robin-
son said the organisation had gen-
erally applauded the housing hill,

-

autious about
0147 | L)

new clause.

Robinson said it had to be en-
sured that the powers conferred to
the minister by the clause were used
wisely after consuljation with the
construckion indsstyy. “The minis-
ter is not doing this (consulting)
enough at the moment,” he said.

On a mass production basis of
1 000 houses, Robinson said it was
possible in ideal conditions to pro-
duce a serviced site for about R7 000

BUSINESS DAY, b

clause
tzaCEm)

ment document.

“But this depends on soil condi-
tions and the topography of the
area.” Robinson said meeting gov-
ernment’s target of 1-million houses
by 1999 was becoming increasingly
impossible.

Kekana said his association still
reserved the right to comment once
it was in full possession of the facts,
which the membership would want
to debate and analyse.
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Fears building turnover wi weaken f rther |t
Ingrid Saigado g survey re;port;.e>l> 28"0 q? and alt:ei‘nla.:ﬁ;{;D Bibly because

Building completions in the “in a high real interest rate envi-
TURNOVER levels in the building nonresidential sector for the first ronment, those home owners
industry were likely to weaken seven months of the year grew wishing to trade up improved
er towards the end of the 349 to 1,65-million square metres  their dwellings rather than opting
year and early next year, tem- against the same period last year. tohave & new house constructed.”
pered, however, by the reduction e office sector had shown strong Residential turnover levels
in Bank and mortgage rates, the growth, but an analysis of build- were “bound to remain unsatisfac-
Bureau for Economic Research ing starts and plans passed indi- tory” over the short term, al-
said yesterday. cated work volumes were starting  though the lowering of bond rates
Despite the probability of a fur-  towind down. could trigger an upturn in activity
ther decline in building activity Building activity in the resi- levels next year. The burean cau-
over the short term, a recession dential sector was down 13,6%, tioned that the mortgage rate was
similar to that of 1990-92 wasun-  with most sectors of the market unlikely to fall below 8% or 9% in
likely, the bureau said in its quar-  performing poorly, real terms, so boom conditions
terly building and construction There was growth in additions were unlikely to prevail. 1
S
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NEWS

BER expects no repeat of 1990-92 slump

Weaker forecast,
but no recession
seen for buﬂdmg

Mage H‘a\saxumfst:r@é')'g L[O qu‘

(CAPE EDITOR

Cafie.jTo{ﬁin ‘i Turnover levels
in the building industry would
weaken further towards the
end of this year and into the
early part of next year, the
Bureau for Economic Research
(BER) in Stellenbosch says in
its latest building and construc-
tion survey. .

The BER, however, believed
the downward trend, particularly
in the residential market, would
be slowed by the recent reduction
in the bank and mortgage rates.
“Given the probability of a fur-
ther decline in building activity
over the short term, a typical re-
cession similar to the 1990-92 pe-
riod is unlikely to occur,” it said.

The BER said builders and
merchants sheuld take note of
the fact that the mortgage rate
was unlikely to decline below § to
9 percent in real terms.

“The implication is an upturn
can be expected in line with a de-
cline in nominal mortgage rates,

ut that boom ¢ itions are
unlikely to prevail.”

. The BER noted the office sec-

" tor, which had displayed strong

growth in the first.seven months
of this year, now showed signs
that work in the non-residential
sector was winding down.
“While development in the
construction of shopping space is

. likely to remain relatively buoy-

ant over the short term, lower
activity levels are expected in the
office and industrial market.”

Referring to building and
input costs, the BER’s cost index
increased by almost 13 percent in
the third quarter of this year —
well ahead of the 10,6 percent and
8 percent increases in the first
and second quarters respectively

The BER said the slowdown in
building activity and competitive
tendering suggested that the
higher third-quarter figure
might not be a permanent up-
ward reversal in building costs.

It expected an average
increase of 9 percent for building
costs this year.




AW fukoTEmT

Claire Pickard-Cambridge

THE contract won bar Group Five Good-
win to u]()igrade and ménage a trans-
port corridor from Kinshasa to the port
of Matadi will put the last piece of a
Fuzzle into place which is needed to
ink up the Democratic Republic of
Congo's basic infrastructure network.
The chairman of the Group Five
subsidiary, Peter Goodwin, says the
350km corridor is not just a route be-
tween two towns, but provides the
missing link needed to tﬁe the infra-
structure “one big stride forward”,

Most of the Congo River — which is

the second-biggest river after the Ama.
zon and 10km wide in most places — is
navigable and curves around the coun-
try with key tributaries like the Kagai
River allowing traffic into the central
areas. However, the vital link for Kin-
shaga’s imports and exports is the
rapid-strewn stretch to Matadi, a port
on the Congo River which is about
200km from the Atlantic Ocean, but
can be reached by ocean-goin ships

Once the magic wand has been

waved by bypassing this stretch with
proper rail and road links, cargo can
then be transported around the key ar-
eas of the country via the Congo and
Kasai Rivers,

The upgraded system will provide a
ractical link with Kisangani and Kin-
u— on the Congo River in the east of

the country — and Tlebo in the central
region on the Kagai River. From there

Five i'nR70223mg

existing rail networks
from Ilebo and Kindu to Lubumbashi
provide routes on to Zambia.

Goodwin says his company moved
into the country about a year ago with
a feagibility study for a large timber
factory in Kinsasha. The project was
delayed by the civil war, but the com-
pany became aware that poor infras-
tructure made it uneconomical to im-
port or export goods,

“It became apparent that the econ-
omy was largel being stifled by the
failings of & smaﬁ link.

hase one, which will cost about
R700m and take two to three years to
complete, requires an emergency pro-
amme to restore infrastructure to its
ormer state.

The once-tarred N1 road has to be
made passable and the rail and port
equipment operational. The upgraging
of the harbour, road and rail network
will take place simultaneously and
hired Spoornet rolling stock will be
moved into place to provide an income,

The railway line is in fair condition,
but the company needs to restore the
signalling system and upgrade derelict
railway workshops. “Wg have to hire
and repair some Congolese roiling
stock, but will rely on five locomotives
and 200 trucks hired from Spoornet to
get things running.”

The ports have to be u

graded by
repairing the quays, for

ifts and

, eranes, About 1-million tons of cargo is
“being moved between the two cities

ongo deal

eachyeaf, a drop of 2- n tons from
10 years ago. The speed with which
cargo traffic tEicke; up again will deter-
mine when the next phase can be im-

lemented because tﬁe project has fo

e self-financing. Proceeds obtained
from each phase will help to finance
the next, which in turn will meet new
traffic demands.

Goodwin says President Laurent
Kabila has emphasised that the project
was his government’s key priority be-
cause it will provide the vital link for
imports and exports, Reduced trans-
port costs will stimulate the economy
and attract more investors.

Group Five Goodwin will form a
joint company with Congolese trans-
port parastatal Onatro and other
parastatals, but will control the com-
pany and manage the operation,

European Bulk Services, a Rotter-
dam-based stevedoring  company
which owns several harbour terminals
around the world, will assist Group
Five with operations. Dutch company
Tebodin, which has expertise in har-
bour design, will be a consultant.

Group Five will bring in about 45
expatriates and employ about 1000
Corégolese workers,

oodwin says his company will also
be tendering for a stake in the next
phase involving the upgrading of Ma-
puto’s harbour and infrastructure.

The company is also involved in de-
vglopment and design of the second
cdal terminal at Richards Bay.
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Local firm lands
R2 Sbn Congo deal

Cl) EDD gou I-%rz.l:Equator,‘

Claire Plckard-Camhrldge
GROUP Five Goodwin, a subsidiary of

construction company Group Five, has-

won a. contract to manage, ,r,Jperate
upgrade and maintain a 350km trans-
%.e rt corridor linking the Democratic
ublic of Congo’s capital, Kinshasa,
the port of Matadi near the west
coast

Group Five Goodwin chan'man Pe-
ter Goodwin said the complete project
budget was R2, 5bn It would becarriid
out in phases over many years. Phase
one would cost about R700m.

The contract would involve repair-
ing ‘and upgrading the two ports —
both are on the Congé River — and the
railway and roads conneetmg them, Al-
though most of the river’s 3 000km was
navigable, the main supply route from
Matadi to the 6-million inhabitants of
Kinshasa was strewn with rapids and
had to be bypassed by rail and road,

“The distance is only 850km, but it
takes heavy trucks about five days to
make the journey in the
The, road:bécomes mpassab e during
the rainy season, and 'is littered with.
brokei ve}ucles,” Goodwm gaid. .

season,
' and money to research

A .‘5’ 5
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owned by HSBC and Nedbank, would
be the financial adviser to the pro_]ect
and was putting together a financing’
E;a;kage with A and internation:
BI'S

Goodwin declmed to provide further
financing details, but banking sources
confirmed financing was on-track and

- that the bank was satisfied the projéct

would be successful. -

Goodwin emphamsed it was an “eco-
nomically driven project which-will pay
for itself. We knew we could not velyt on

. payment from government g0 it was

agreed that if governmient allowed us

ade and manage the system we

wou ‘make it pay for itself. The com-

pany has been puaranteed that it can

run the system for a sufficient period to
repay all-the loans.”

He declined to proyide further de-

" tails on how the prOJeat would pay foF

itself — other than via management;
shipping and handling fees saymdg
the company did not want to’ discldgé
details it hadtakena great deal of tuue

"f‘.
. '?fd.
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- HILTON HOTEL

CONSTRUCTION Growing trend in projects accounts for 50 percent of construction in the UK and US

he Sandton Hilton set a
I precedent in that it is the
! ”—“ first major commercial de-
, Sign and construct project to be
* undertaken in South Africa.
' This form of contracting is a
m growing trend, accounting for al-
most half of non-residential
building projects in the US and
Europe and about 70 percent of
construction work in the East, In
South Africa it had been limited
to a few construction jobs.
. “The Sandton Hilton is a
|: R185 million construction project,
. and for a project of this size — 40
. 000m2 — to be carried out on a de-
sign and construct basis is a defi-
nite first in this country,” says
¥ Paul le Seuer; managing director
1 of Group Five Goldstein Building,
- the main contractor. |
Le Seuer explains that design
* and construct offers the developer
rEm advantage of ‘one-stop shop-
; ping’, because the contract en-
. compasses the entire process of

_ M designing and constructing a pro-

'Hilton sets precedent with new

(S D P SR el

ject for which he pays a fixed lump
sum. The consultants and sub-
contractors report through the
contractor who is responsible for
ensuring they deliver.

The main difference between
this and the traditicnal tender
method is that the risk is trans-
ferred from the developer to the
main contractor. The developer
knows exacily what he is in for fi-
nancially and is freed of the has-

The construc-
tion of the
hotel was a
mammoth and
complex task.
It required
close coordina-
tion and effort

sles of dealing with consultanis
and sub-contractors.

In the case of the Sandton
Hilton, the developer, Crestalia In-
vestments, received a design and
construct package inclusive of all
professional fees from Group Five
Goldstein Building, which effec-
tively became the internal project
manager as well as the contracton

Goldstein’s responsibility en-
compassed budgeting and costing,

quality control, the appointment,
co-ordination and management of
consultants and sub-contractors
and the day-to-day management of
the construction site.

With the design and construct
concept, responsibility for accu-
rate costing passes down the line
to sub-contractors, who in turn
cominit themselves to deliver a
certain job at a certain price. This
is naturally open to modification
if the client changes his mind on
any aspect. With this form of con-
fracting every one concerned has
{o be proactive.

“We started developing exper-
tise in the area of design and con-
struct in response to the require-
ments of overseas clientele about
eight years ago,” says Le Seuer. “It
réquired a considerable’ amount
of iraining in estimating costs
and has involved a radical change

. of approach because of the trans-

fer of risk.
“What has been pleasing is
that there has been a harmonious

contractin
i) 319 7 5

relationship amongst the team.
There has been no disagreement
in terms of the client’s require-
ments. In the case of the Hilton
therehasn't been a single contrac-
tual disputes.

“This is due to alarge extent to
the way the contract was con-
structed, but equally to the team
spirit and the fact that every prob-
lem was approached with the atti-
tude that ‘this is our problem’ and
we found solutions together And
the project has been completed
within budget, which is very un-
usual for a project of this size.”

The team comprised Crestalia
Investments, the property devel-
opment company set up jointly by

Team Development Concepts ang *

Business Focus; Group Five Gold-
stein Building, the principal con-
tractor; archifectural consortium
Koseff Van der Walt and Beniel
Abrahamson; and structural engi-
neers, Kampel Abramowitz, Yaw-
itch and Partners.

The main design and supply

)

contractors were the
Stantronic Group for electrical in-
stallations in conjunction with
consuktant Denis Goldman. The
heating, ventilation and air condi-
tioning was installed by QD Fire
and Air. The plumbing was done
by Plumbgold, a Group Five Gold-
stein Building subsidiary, and
Pipe Design.
The hand-over took place in
stages. The first area to be handed

NM@?@Q

over was the kitchen where

months of training and experi-
mentation had to take place to en-
sure things operated as they
shduld when the restaurant
opened for business. The next

hand-over stage was of blocks of

bedrooms.

This was the ‘guinea-pigging’
stage where non-paying guests
gave the staff a chance to receive
training and get all systems run-
ning like clockwork so that from
day one the Sandton Hilton would
be functioning like a world class
hotel.
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Umﬁed construction body
will be announced 'soon’

Lukanyo Mnyanda
THE proposed unification of the
construction industry — which

has been bogged down for more
than two years — was at an ad-
vanced stage and the parties
should be able to announce the
launch of a new federation “soon”.

Building Industries Federation
of SA (Bifsa) executive director
Ian Robinson said significant
progress had been made, and the
different parties were hopeful of
producing a new constitution in
the near future.

The bodies — including Bifsa,
the SA Federation of Civil Engi-
neering Contractors, the African
Builders Association, the Associ-
ation of General Contractors, the
National African Federation for
the Building Industry and the Na-
tional Association of Black Con-
tractore and Allied Traders — are

by 19/ulg7

sched to meet again on from the construction of caginos —
Friday. expected to be at around R5bn —
Robmson said the new body would be set back by delays in the
would enable the industry to issuingoflicences.
speak with one voice and enhance Government’s housing policy
its ability to negotiate with gov- was still a “bit hazy” and was not
ernment and other stakeholders, delivering enough houses, tho
The unification was first moot- there was hope that delivery co d
ed about two years ago, but has accelerate during the second half
been delayed amid talk of infight- of nextyear.
ing and mistrust among the rep- The industry would also be set
resentative bodies, with some of back by the oversupply of hotels in
them aﬁparently not willing tore- Gauteng, with some major five-
linquish theirindividual profiles. __ star hotels like the Park Hyatt al-
Robinson said the federation readyreported tobe recording dis-
would have torevise its 6% growth  appointing occupancy rates.
forecast for next year because of owever, SA had achieved
recent events in the international some success in the ﬁght against

and local economy. crime and violence, the indus-
It now expected the industry to  try would benefit if more progress
“move sideways” during the first was made as this would boost

tourism and related businesses.

Robinson said Bifsa was
pleased with negotiations on the
new gkills development bill.

half of next year.

Cape Town’s failed bid for the
2004 Olympic Games would have
a negative effect, while turnover

-
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Building faults put

GRAHAN HORRIS
PROFERTY EDITOR

House owners can now get
assistance with structural
problems, where previously
complaints involved endless legal
procedures.

The National Home Builders’ Reg-
istration Council (NHBRC) has suc-
cessfully resolved two cases of struc-
tural defects in houses under the
NHBRC’s Defects Warranty Scheme -
in the face of suggestions by some role
players in the building industry that
the NHBRC does not have the clout'to
drive a process of consumer protec-
tion.

“Two Western Cape house owners,
David Roberts and Louis van Tonder,
are the first to benefit directly from
the NHBRC's conciliation process.
Both had complaints about structural
defects in their houses and these were
subsequently rectified through
NHBRC intervention.

_“These are the first two rectifica-
tion cases that we have completed
successfully through our conciliation
service,” said Peter Allsopp, manag-
ing director of the NHBRC.

“In the first case, David Roberts
reported problems with his house to

right by NHBRC

Cases resolved suc?ess
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the Peninsula branch of the Mas
Builders’ Association (MBA). Mr
Roberts paid for a report on the many
structural problems in his house, but
nofurther help was offered.”

Mr Roberts approached his attor-
ney, who tried to get the developer to
help.

“But nobody was prepared to
help,” said Mr Roberts. “My lawyer

“The developer has
honoured his
obligations dfter
NHBRC intervention’

suggesied that thai we approach the
NHERC for help. We contacted them
and were delighted to find that my
house had been built by a builder reg-
istered with the NHBRC, and that it
was enrolled under the Defects War-
ranty Scheme of the NHBRC.

“The NHBRC’s technical services
manager, Fred Wagenaar, inspected
the house and called a meeting on site
between the developer, Bill Rawson
Estates, and the sub-contractor, Som-

ay,

erset Buil g and then it was
agreed who was responsible for what,
and today the repairs to my house are
almost completed.

“Without the NHBRC this never
would have happended,” said Mr
Roberts.

Mr Allsopp said Mr Roberts’ case
was a good example.

“Tn gpite of his original reluctance
to help, the developer has honoured
his warranty obligations after
NHBRC intervention. ”

Most of the builders registered
with the NHBRC did in fact honour
their warranty obligations when
these were broght to their attention.

A total of 110 complaints had been
resolved in this way. He said any
builder registered with the NHBRC
who did not play his part faced de-reg-
istration, which had occurred with 40
builders.

Another consumer, Louis van
Tonder, of Protea Heights, noticed
sagging lintels, but his builder had
gone into liguidation. He approached
the NHBRC, which paid another con-
fractor to fix the problem.

Readers wanting more informa-
tion on home owner protection can
contact the NHBRC’s head office at
(011) 8856-3636.

-
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with the contracts, with the incentives that
sufficient funds might be made available to
remedy the situation in the next budgetary
cyele ... in a marginal industiry, this sitnation
isunacceptable.”

A recent survey of 53 respondents in the
consulting engineering sector had indicated
that zovernment departments had outstand-

ing-gecounts amounting to at least R80m,

with Some of the feés outstanding for more
than a year. )
The situation meant the construction in-

dustry, which employed more than 519 060

people and undertook work valued at R32,2bn
annually, was acting as a bank to government
departments, which was unacceptable. Politi-
cians, government officials and tax payers
had tobe made aware of the crisis.

“SAACE calls on all stakeholders to play
their part in arresting the situation and offer
available expertise within the private sector
to help government unblock the delivery pro-
cess to ensure effectivé management.” Effec-
tive management included 'adequate bud-
getary control and financial management.

The association said the transformation of

~mainfenance. -~

erosion” of its capacity to deliver, which had ,
resulted in less work for the industry. In/the
past it had relied on the public sector for 70%
of its work and this had dropped to 60% and
was declinin, w.m:uﬂﬁn. This meant that infras-
tructure was being delivered at a much slower
pace, while existing infrastructure was begin-
ning to show signs of inadequate
The associdtion said government’s inten-
tions to implement multiyear budgeting
would help stabilise the cyclical nature of the

in infrastructure delivery would remain a
threat to the retention of capacity.

The problem of spare capacity could be ad-
dressed by the industry deploying profession-
al and technical staff to assist government
and ensure continuing delivery during the
transition period.

“This will ultimately lead to growth and

- enhanced employment levels as targets sct in

government’s Gear (growth employment and
redistribution) strategy are met,” the associ-
ation said.
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CAPE TOWN — Government would
use its bargaining power as a major
client of the construction industry to
encourage the emergence of black con-
tractors, Public Works Minister Jeff
Radebe announced yesterday.

The public works department had
introduced procurement measures in-
tended to transform the industry and
to create an environment conducive to
the growth of previously disadvan-
taged enterprises.

Speaking at the launch in Johan-
nesburg of a green paper on the regen-
eration and growth of the construction
industry, Radebe said the industry
contributed only 2,79% to the couniry’s
gross domestic product.

This reflected a serious weakness
rooted in structural and operational
distortions which hampered SA’s abil-
ity to meet new demands.

Radebe said apartheid measures
such as job reservation had shaped the
construction industry to the benefit of
white workers, contractors, profession-
als and the materials supply sector.

The government had identified in-
frastructure development as a key fea-
ture of its policy for economic growth
and an improved guality oflife,

The,construction industry provided
the infrastructure that remained es-
sential for the development of SA.

The green paper was devised by a
number of government departments,
including housing, labour and trans-
port,.and various stakeholders in an
attempt to create an enabling environ-

|Govt to wield power to
aid emergihg builders:

2..) .
ment for the Qconstruction of the
industry.

Radebe also announced that he had
established a 12-member task team to
spearhead efforts to reform the indus-
try. The team would serve as a focal
point for consultation and see to the es-
tablishment of a construction industry
develcg)me‘nt board. .

Radebe said the green paper provid-
ed for a comprehensive strategy, the
central goal of which was enhanced de-
livery to meet the country’s needs. The
strategy would also seek to maximise
the potential of the construction indus-
try ag an engine for economic growth
and job creation.

Robyn Chalmers reports that the
Building Industries Federation of SA
(Bifsa) executive director Ian Robinson
said yesterday the organisation was
gravely concerned about the composi-
tion of the task team.

“Not one of the five Bifsa homina-
tion to the task team has found
favour,” he said. This meant the con-
struction industry as represented by
Bifsa had no official standing on the
task team whereas other constituen-
cies did.

Robinson said the spirit of goodwill
and co-operation that had hitherto ex-
isted between Bifsa and the depart-
ment was now in jeopardy.

“We have requested an urgent
meeting with the minister to reiterate
our concerns,” he said.

However, Robinson said Bifsa sup--

ported the establishment of an inter-
ministerial task team to drive the in-
stitutional development.
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By I1saac Moledi

3 HE reshaping of the construc-
tion industry to meet the basic
needs of South Africans is at
the heart of the Goverment’s

policy, Public Works Minister Jeff

Radebe said yesterday.

Unveiling the green paper titled
Creating an enabling environment for
reconstruction, growth and develop-
ment in the construction indusiry,
Radebe said the fact that the construc-
tion industry contributed only 2,79
percent of the country’s gross domestic
product reflected a serious weakness
rooted in structural and operational
distortions.

This situation, he said, inhibited the
gountry’s ability to meet new demands.

The green paper, according to
Radebe, sets out “Government’s dis-
tilled vision for an enabling strategy
aimed at enhanced delivery, greater
stability, improved industry perfor-
mance, value for money and the
prowth of the emerging sector;.

The document was produged by the
ministry in collaboration with the riin-
istries of trade and industry, water
affairs, housing, transport, education
and state expenditure.

i

Long-tern project At
Radebe said the creation of an environ-
sqent in which the construction indus-
try could flourish was a long-term pro-
ject, and an inter-ministerial Cabinet
committee had been set up to ensure
the policy is properly coordinated.

The policy document sets out the
vision for the construction industry
policy and strategy that “promotes sta-
bility, fosters economic growth and
international competitiveness, create
sustainable employment and addresses
historic imbalances as it generates new
industry capacity”.

Among the green paper’s recom-
mendations are that a “common devel-
opment and operating environment” be

_jstablished for the sector, and that an
“agreement be negotiated between the
different regional governments as (o
what its form and substance should be.

It also suggests that legislation be
promulgated to ensure that construc-
sion takes place within this framework.

“Stakeholders now have a reference
centre on the policies, ideas and strate-
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Document sets out policy and
strategy vision for sector

Public Works Minister Jeff Radebe,

gies for change. The launch will ensure
that the initiatives of Government since
1994 are deepened and put to new
heights,” said Radebe.

He said the policy initiatives in the
green paper provided for a comprehen-
sive strategy and programmes to uplift
and transform the construction indus-
try well into the 21st century.

“A central goal of this strategy is
enhanced delivery to meet the needs of
the South Africa’s majority and to
ensure that the role of the constraction
industry is maximised in the develop-
ment of the economy, the development
of the country’s human resources and
in the democratisation of society,”
Radebe said.
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INFRASTRUCTURE Public works minister puts forward long-term plan to boost job creation

Lynpa LOXTON
AND Ncasa Hiope

1. Cape Town — The government

plans to spend between Ri70 bil-
lion and R232 hillion on infra-
structure over the next five to 10
years while introducing a range
of measures aimed at boosting
the strength and job-creating
potential of the construetion
industry, according to a green
paper released yesterday.

The paper was made public
by Jeff Radebe, the public works
minister, after a comprehensive
two-year study involving the
private sector and several other
government departments.

“Even if this target is only
partially realised, the influence
of public-sector spending in
gross domestic fixed investment
is likely to be at least three times
that of the private-sector invest-
~ ment uniless-private-sector fixed
% investment expanded at a simi-
lar rate,” the paper said.

3 “A recent study indicated
_that capital expenditure has
already begun to increase, large-
ly in an attempt to expand the
international trading compo-
nentof the economy”
But the policy paper admits
, that achieving these goals will
. require much work to restruc-

ture the flagging construction
industry. It said growth in the
building and civil engineering
sectors had been slowing down,
with a greater volatility in
demand forcing firms to empha-
sise flexibility at the expense of
efficiency.

Radebe said the paper aimed
to restructure the Ri4 billion-a-
year construction industry to
hoost its competitive edge and
increase eniry peints for emerg-
ing contractors.

The transformation process
would involve policy and struc-
tural changes and would be dri®
ven by a i2member task tear
led by Brian Bruce, a fellow past
president of the South African

Institute of Civil Engineers and,

the double recipient of the insti:
tute’s Gold Medal for Qutstand-

ing Construction Achievement.

The restructuring would
result in the formation of a Con-
struction Industry Development
Board to advise on legislation
and policies and champion the
final integration of the industry.

Its priority is to form a regis-
ter of accredited contractors to
help the government in prequal-
ifying firms for potential work
opportunities.

“There is a need to establish
an Emerging Contractor Devel-

opment Programme to ensure
the development of emerging

.gontractors and advance their

interests in the industry,” said
Radebe.

The green paper has pro-
posed a series of steps to be
taken, including the need to
develop a stable delivery envi-
ronment, enhancing the perfor-
mance, restructuring training
and human resources, boosting
institutional capacity and pro-
moting previously disadvan-
taged groups.

“Transformation is a neces-
sity due to the urgent challenge
toincrease output above current
levels, declining efficiency, out-
put quality and gross inequali-
ties that have seen a dispropor-
tionate few dominate the market
at the expense of the majority,”
said Radebe.

He said it was disturbing
that the indusiry’s contribution
to gross domestic product had
declined from 5,3 percent in the
1970s to 2,8 percent last year.

The number of registered
firms in the industry had fallen
by between 25 and 50 percent
over the past eight years while
employment leves in the sector
had fallen, with mﬁzm increas-
ingly mnwncaﬁmagm labour to
nﬁncmﬁ o

Zh.:OZ BUILDING Jeff Radebe, the ESHS works minister;
aims to boost the industry’s competitive edge  PHOIO JOHN WOODROOF
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image poor

- construction boss
Dzsmal perceptzon by pul%zc

ﬁHAHpM NORRIS
+ PROPERTY EDITOR

The image of the consiruction
industry in this country and the
way it goes about its business,

. needs to change, says a director of
Bovis Southern Africa.

“The general public image of con-
struction is dismal - and that’s a fact
we must face up to,” says Nigel Davie,
who heads the Bovis office in Cape
Towh.

.. This perception, he says, reflects

“the reality of frequently poor site con-
! ditions, an unacceptably high acci-
' dent rate and a recruitment policy
which has traditionally focused on
low academic achievers.

Ask any careers officer how his
pupils view the construction indus-
try, and the chances are he will reply
that it's “a dirty, dangerous job for
non-achievers.”

The construction industry needs
to realise, Mr Davie warns, that inter-

.est groups, including potential
clients, are disenchanted with its
-adversarial relationships, its insensi-

*tivity to environmental considera-
tions and its poer working practices.

“T'o these must be added a reputation
for under-performance and cost over-

u&luns

nte Of course, he says, not all compa-

Nige! Davie; It's time fo address failings’

nies are guilty of these failings. But
far too many are - and the industry
needs to do something about it. At
present it is not making any positive
move to address these failings.

Any initiative to improve the
industry’s image, however, must be
more than just a cosmetic exercise,
says Mr Davie. The industry must
improve its productivity and its prac-
tices, or it will be caught out as more
international investment, with its
own high level of expectations, comes
to South Africa.

Construction is a service industry
and too few building companies

ARG 24|97

understand their priorities in busi-
ness, In the traditional construction
industry, the average individual is
more concerned about what the boss
wants than what his client wants.

“But in an innovative organisa-
tion, pecople are more interested in
what the client needs - and that, sure-
ly, is what the boss will want!”

In other sectors, it is widely
accepted that business can be
improved by ensuring that accurate
information is openly shared. But
this approach goes against the grain
in the South African construction
industry, as it would undermine the
traditional adversarial culture,

“In general contracting, it would
appear that undercutting and ‘screw-
ing’ the subcontractor’s cash flow are
the accepted tools of contractors to
beat the competition. But quality
problems and a call for greater inno-
vation will change the way construc-
tion companies do business. A cultur-
al revolution in construction is on the
way,” he says.

Mr Davie believes that clients will
be the catalysts for change in the
industry. They will begin to demand
more innovative products and ser-
vices -~ a change which herald more
effective communication between
suppliers, subcontractors, contrac-
tors and designers.




its 82% of the equity — this will be diluted to
36% through a rights offer next month — on
a low forward p:e ratio of 1,9. Vendors of
the businesses were issued their 39% stake
at 40c/share, a forward p:e of 12,1,

In the entertainment business the pub-
lishers or owners of content — film, for
example — take the biggest profits. AME's
production businesses own about half the
films or TV sitcoms they make. The other
half will be paid for by whoever orders the
project. AME is sure to try to acquire copy-
rights to more of its own content,

Dison’s role entails a leap from legal
adviser to group director. That won't be
easy. But, he says, operational manage-
ment skills won't be necessary. Operational
managers will retain autonomy.

He will continue to consult as media
lawyer. Inevitably, he acknowledges, con-
flicts of interest will arise between his
responsibilities towards AME and clients
whose interests he represents. This prob-
lem, he says, is eliminated by openly
declaring conflicts of interest, It would
rarely be necessary to refuse a case.

For what it's worth, Primedia's forward
p:e is 22,6. To some investors this could
make AME look cheap. Punters may want
to take a speculative stake, Michelle Jouhert

47 -
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and it will involve a controlling stake in a
contracting & materials company.

"The obvious one is Natal Portland Ce-
ment (NPC)” he says. “I think the Com-
petition Board will have another bite at the
cement industry, and that pressure will be
put on the shareholders to sell.”

NPC is owned equally by SA's big three
cement producers — PPC, Alpha and Blue
Circle (part of Murray & Roberts) and is a
child of the carlel days.

Two contractors that have said they are
looking at the question of black share-
holding are Basil Read and Concor.

Concor's incoming non-executive chair-
man Neill Davies says: “ think the first
company to get a black (equity) partner will
be at such an advantage that it will force
the other companies to find partners.”

Concor, a diversified construction com-
pany, has yet to decide whether to bring in
a black shareholder at the holding company
or subsidiary level, but hopes to conclude a
deal in the next catendar year.

The obvious benefit for the pioneers will
be greater ability to secure work from gov-
emment and the large corporates. Gov-
ernment is still the largest client on the civil
side, and contributes about 40% of the
building spend.

BUILDING & CONSTRUCTION @3 )
No rush for

ermuoworment

But equity deals may soon su
joint venture arrangements

The building & construction sector has
become conspicuous for the lack of black
empowerment deals being done by its con-
stituent companies.

None of the listed companies has yet
secured any sizeable black shareholder,
though the liquidated Shoredits has come
close The approach instead, has been to
form joint ventures (JVs) with emerging
contractors, which have the benefits of
skills transfers and profit sharing.

However, with demand for black con-
tractors starting to outstrip supply, and
pressure from customers to become more
representative, many of the majors are be-
ginning to look for black investors to add
diversity to their companies.

One analyst believes the first major em-
powerment equity deal will happen in 1998,
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Building Industries Federation SA exec-
utive director lan Robinson agrees that
equity deals will succeed joint ventures
given time.

“Only in the past 18 months have Vs
taken off, and we are still making that
work,” he says “There is already a shortage
of previously disadvantaged contractors to
form joint ventures with. If the industry
shows any real growth, which we hope it
will do in the second half of next year, we
will encounter problems which only in-
tensive training can address.”

He says it is unlikely that government will
demand equity stakes in its tender re-
quirements, and it is encouraging the Jv
approach to get skills transfer

The government-championed Asset Pro-
curement and Operating Partnership Pro-
gramme, aimed at facilitating public/pri-
vate partnerships for the provision of
specialised public infrastructure, recently
supported this view,

Its latest document suggests “a require-
ment of the projects that a minimum of 40%
of the equity of the responding entity be
targeted to incorporate PDEs (previously
disadvantaged enterprises) and furthermore
that 25% of the value of the services must
be subcontracted to PDEs in SA.”

Industry experts suggest that finding an
interested and suitable black investor will
be the major problem. Robinson says the
black construction industry lacks the capital
and the more established groups view the
industry as high nsk, low return

“The established black groups like cash-
generating businesses,” says an analyst
“Companies in this sector can soak up large
amounts of cash, and 1 don’t see many
empowerment groups investing in their
businesses.”

Black empowerment group Dynamo In-
vestments chairman Oscar Dhlomo says his
group would be prepared to look at some-
thing 1n this sector, especially if it was
involved with NPC, because of its location
in KwaZulu-Natal,

In terms of ratings, now is a particularly
cheap time to buy into the sector, with
earnings yields at 9,3% and dividend yields
at 3,4%. This follows a mixed set of results
and price drops in comparues such as
Group Five, Buildmax, Boumat, Stocks and
Masonite, all pushing new yearly lows.

A challenge for these companies in the
year ahead will be to produce good results
not only for shareholders but for potential
shareholders. Those involved in the in-
dustry will also have to work overtime to
improve the market image of the sector.

Stuart Rutherford

FinanciaL MaiL - DecemBer 19 - 1997
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Emerging business d

ADELE SHEVEL

dJohannesburg — Participation
by affirmative business enter-
prises (ABEs) in the construc-
tion industry had more than dou-
bled from 16,5 percent of total
value of public awards since
1994-95 to 37 percent this year,
said Deen Letchmiah, the leader
of the public sector procurement
reform task team.

Discussing progress on the
initiatives at a meeting of the
Kwazulu Natal chapter of the As-
sociation of South African Quan-
tity Surveyors in Durban, Letch-

miah said the increased partic

pation was pleasing and that
more construction contractors
“were playing the game by gen-
uinely involving ABEs”.

A 38 percent participation by
emerging business in a recently
completed R180 million prison
project near Cape Town was gra-
tifying, he said. The figure would
normally have been § percent.

The reforms stem from re-
commendations drawn up by the
task team to restructure the ten-
dering system to empower previ-
ously disadvantaged communi-
ties, The measures are designed

t% d{'i,vez;iili;’z:e action poli-

cies and spearhead good gover-
nance in applying accepted inter-
national procurement standards.

The reforms were motivated
after the departments of finance
and public works classified the
former tendering system unac-
ceptable because it benefited
only a small group of established
businesses and laid itself open to
corrupt practices.

The green paper on public sec-
tor procurement reform is being
formalised by the Office of the
State Tender Board and is expected
o be gazetted by next September,

oubles its construction tenders

(==2) & )
Lefchmiah said thaf before

the reforms the involvement of
black contractors in major
contracts awarded to large con-
tractors had been based on a
handshake and goodwill.

Results had been poor and fell
short of government’s affirma-
tive objectives. The new process
ensured development of black
people and hlack-owned compa-
nies through their participation
in managing their input in con-
tracts. This was achieved by all
public works contracts above the
value of R2 million being award-
ed on a points system.
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Lukanyo Mnyanda

THE building industry has been on
a declining trend for at least 14
years and a conference was needed
to evaluate how it could reverse
‘this, instead of resigning itself to
gloomy prospects, says BMI's build-
w_nmmn.@,mmw. h strategy consulting
unik,

“This must not be the usual con-
‘ference, with the usual platitudes,
..shifting of blame, whining and com-
- plaining, but the application of the
| top strategic brains in the industry,
'to facilitate the industry living up
_to the claim that building is the en-
- gine for growth,” the unit said.

_ Unit head Llewellyn Lewis said
‘an industry suimimit would have to

involve all stakeholders and inves-

tigate ways to take it out of the
slump and take advantage of owwow.
tunities presented by the develop-
ing nature of SA’s economy.

The continuing decline begged
the nﬁmmm_.ou of whether the indus-
try was “dying”. :

It also raised the need for lead-
ers to be more proactive and look at
ways to boost gross domestic fixed
investment.

-~ Industry leaders had to “stanw

up-and be counted”, and stop view-
ing gross domestic product (GDP)
growth as the sole indicator of what
would happen to_the industry in-
stead of investigating how the in-
dustry could aid growth. ’

is paxadigm presumes that

_PROPERTY

ng industry

building industry growth is some-
how derived from GDP growth and
ignores the fact that growth in the
building and construction indus-
tries — as a large percentage of
fixed investment —influences GDP
growth and is in turn affected by it.”

Lewis said a 14-year-long slump
was not acceptable in a developing
economy and questioned whether
industry leaders had accepted the
situation as inevitable.

“Where is the leadership?”
Lewis asked.

SA’s building industry was op-
erating at levels less than 70% of
thoose experienced in 1984 and was

unlikely to meet pre-1984 levels be--

fore2010. .
The unit al3o released its quar-

ﬂ WB% monitor of confidence levels,

which found that both emerging
and established contractors were
not expecting their prospects to
change much in the course of the
next six months, .

However, the emerging sector
was more optimistic about con-
ditions for the next 12 months and
expected an improvement of up to
5%, while the established sector ex-
pected that conditions would re-
main the same.

High interest rates, crime, the
slow delivery of reconstruction and
development programme - houses,

and perceptions of high corruption
lévels in government had réniained
among the main factors which were
inhibiting confidence.
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CONSTRUCTION

At the heart of building the new SA

=23

Ncasa HLOPHE

Johannesburg — The launch of
the green paper on the R14bil-
lion-a-year construction indus-
try marks the beginning of a
multi-pronged transformation
process to boost its competitive
edge and increase entry points
for emerging contractors.

This would be supported by
the government’s commitment
to spend between RY70 billton
and R232 billion on infrastruc-
ture over the next five years,
thus boosting the flagging in-
dustry’s job creation potential.

The construction mdustry
provides the physical infra-
structure fundamental to the
economic development of the
country. It currently employs
more than 450000 people and
has been identified as the pre-
mier creator of employment to
the teeming underclass.

The sector contributes about
35 percent of the country’s gross
domestic fized investment,
which the green paper aims {0
double in the next five to 10
years.

The green paper was preced-
edbya comprehensive, two-year
study driven by the public
works department and a steer-
ing committee comprising
representatives from eight
departments with interlocking
interests: tramsport, water
housing,
labou, state expenditure, trade
and industry, education and of
course, construction.

aThe formulation of policy
on construction industry devel-
opment proceeded in tandem
with ... a range of related issues
such as public sector procure-
ment reform, new national edu-
cation and skills training policy,
tabour policy, public service
transformation, budgetary
reform and macroeconomic
policy,” said Jeff Radebe, the
public works minister-

Central to these initiatives is
the vision to deliver quality
assets to the public along with
jobs, affirmation of small and
medium centractors, stable
labour relations, human
resource development and globr
al competitiveness. «

This transformation would
deliver the construction indus-
try from apartheid’s social and
economic engineering. which
protected white employers, con-
tractors, professionals and
material suppliers and stifled
the growth of tlack people:

The combined effect of both
this nefarions legacy and
current market forces has blad-
geoned the industry to such an
extent that, according to Re-
serve Bank statistics, its contri-
bution to gross domestic prod-
uct dectined from 5,3 percent in
fhe 1970s to 2,8 percent last year

«“Fhe industry has been char-
acterised by an unstable and fre-
quently insecure employment
environment, jittery perieds of
finaneial assurance and inbuilt

bias towards urban centres of
development and an erratie,
apyroach to integrate to the
objectives of the reconstruction
and development programme,”
said Radebe.
. In its efforts to juggle de-
mand fluctuations, the industry
adopted flexible labonr prac-
tices and used unregulated
“labour-only” subcontracting
(LOSC), which affected perfor-
mance factors sach as human
resources and output guality
“This distorted reliance of
unregnlated LOSC in South
Africa has resulted in a dramat-
ic decline in health, safety,
productivity and guality, and
today the bulk of the workiorce
is located in LOSCs and is pre-
dominantly black,” said Sipho
Shezi, the director-general of
the public works department.
As a result of this ad hoc
employment culture, artisan
skills, supervisory skills and
management capacity dimin-
ished significantly and were
worsened by the divide between

r

civil engineermg and the build-
ing industry.

Statistics of the Mational
Productivity Institute have indi-
cated that labour productivity
has declined 20 percent since
1970, while fixed capital produc-
tivity is almost 60 percent lower.

Emerging contraciors are
also frustrated by the inability
to gain access to finance, credit,
artisan skills and management
skills.

wIhe small and medivm sec-
tor face difficulty in gaining
work opportunities in a highly
concentrated industry where
between 20 and 30 percent of the
tatal number of firms aceomt-
ed for more than 80 percent of
the output in 1991,” said Shezi.

The emergihg sector’s plight
has been exacerbated by pro-
curement delivery bottlenecks,
which escalate develeptnent
costs.

Furthermore, the repulatory
framework has been found to -
hibit innovation and mitiative,
and consequently disempowers

the emerging sector and im-

pedes industry growti.
“Industry fragmentation

and the fragmented interaction

of the industry with varieus |

government departments in
their capacity as both reguia-
tors and clients is perhaps the
most fundamental jmpediment
to the joint presecution of the
industry development pro-
grammes” said Shezi.

To help address these prob-
Tems, the green paper calls for
the establishment of a statutory
Construction Industry Develop-
ment Board toadviseon legisla-
tion and policies and to champi-
on the industry’s final
integration.

The hoard's priority would
be to form a register-of accredit-
ed contractors to help the gov-
ernment prequalify firms for
potential work opportunities.

The green paper has also
identified the need for an
Emerging Contractor Devel-
opment Programime, to advance
the interests of new small
and medinm entrants to the
industry.

Tt has proposed a series of
steps including developing a
stable delivery environment,
restructuring training and
human resources and hoosting
the government's institutional
capacity

The urgency of the proposed
trandformation is evidenced by
the nomination of 2 12-member
task team te be led by Brian
Bruce, a fellow past president of
the South African Institute of
Civil Engineers and a double
recipient of the nstitute’s Gold
Medal for Outstanding Con-
struction Achievement.

As a launching pad for the
industry’s growth, the green
paper requires support and
input from all interested parties
to gve birth to a white paper
policy that would represent
everyone.
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Mmlstry backs

“conferencedri ve

Lukanyo Mnyanda 1 ?;6!.
* THE houking department has come ma.t

in support of calls for a building industry

" conference to tackle a 14-year declining

trend. It says such a eonference should.

. be-followed by & formatmn of a bulldmg'

industry cluster, . ¢ ‘
“The industry must not Walt ;for 1t to :

, be dictated to by external mark: e orces,

but rather managethese forees fothe ad-

- vaﬁtag the department '
said.~ [W ‘1 .
“Tt, seid elp. m&ustry Iead~, .
ors to take positive action ‘and. boost.
- grogs domestic fixed investment. - -
© Tbwas regponding to a call by the BMEI,
.. business. research strateg‘y consultmg'
unitforan industry summit. o
. The department said the call was in -
. - line with:thie cluster initiative bemg pro: .
moted by the trade dnd industry depart-
~meni-and gimed at getting role players,
together to identify- challenges an op-
. pnrtumtles they faced.-

Clusterg had ylelde& pos1t1ve results

5 mtemahonally while local sectors, in-
- clu(hng the capital eqwqglrfnt ,jewellery,
.wheat, milling and b

" were already reaping the benefits of sim-
- ilarschemes..

A buﬂdmg indusfry ¢luster, wtmld

benefit the low-income housing.market

ag gredter efficiency shonld helpi improve
the delwery and quality ofhouses. <~ _ -
‘Botshabelo - accord sighed by

”,staikehulders if the Jowigost’ housing

market in 1994 repiesented the first at-

tempt at 2 building industry “cluster jni- -
‘tiative”, the department said, and called -
fora conhnuatmn of an accord which in-

volved+small and large companies; in-
dustry associations, labour, govemment

- and related institutions.

The ‘Building Industme‘s Federa{non

of SA recently revisedits growth forecast.
- for nékt year to between 3% and, 8,5%"
© from 6%, citing the likely effects of mars
. ket turmoil, 4 lower gold price and the El

" Nifio wesither phenomenon on grass do-
mestm product growth y

g industries, -

e
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Robyn Chalmers

PUBLIC Works Minister Jeff Radebe has
called for the developing world, including
SA, tobe integrated into global construction
initiatives.

Via satellite at the first international
conference on construction development in
Singapore, Radebe said greater commit-
ment was needed to building international
networks and co-l%peration in developing
better industry performance.

“The econstruction industry the world
over, but particularly ir. developing coun-
tries, has a pivotal role to play in infras-
tructure development.

“The key lies in iwnovation and in
upnlocking the many impediments which.
curtail its tremendous potential,” Radebe:

saided,
;.r;'ygﬁe]ﬁ:gilebei gaid ;the Iocal ;:oqstructidﬁ;;pii" .
“dugtry; which plays a pivotal rdle.in infras.
tructure ‘provision, had contributed énly
2,79% of SA’s national gross domestic’prod-
.aaetin recent years, Pty B ot
ortion rooted ir

B0 o197 =2 )

the apartheid government’s precccupation
with the policies of domination rather than
with those of development, he said.

As aresult, government had worked over
the past year at obtaining support across
the construction industry for the creation of
a framework for the reconstruction, growth
and development sector.

This had culminated in the launch last
month of the green paper on the construc-
tion industry, setting out a vision for its
development.

Parallel to thig initiative, government
over the past two years had championed
public sector procurement reform in a bid to

unlock the antiquated systems geared pri-
marily to entrench the status quo. Ra
said alternative infrastructure delivery
models had been created aimed at cutting
through impediments such as long time
lags in the procurement and design phase
and addressing skewed tender procedures.

The models aimed to direct public pro-
curement to attaining government’s broad-
er socioeconomic objectives such as the cre-
ation of sustainable productive employ-
ment, he said.

Another fundamental ghift had been the
fostering of public-private sector partner-
ships in infrastructure delivery.

he

| Teff Radebe calls for construction role for developing world |
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| Bifsa hits back

at claimsm ""de

'by ini ter

“Rob

?me ‘a/ qi!’ﬂ

‘bmldmg ustry agre-

-acted strongly to anumber of is-

sues yaised recently on thggec-.
tor by Public Works Mﬂrl.lfhg

| JeffRadebe.

‘Building Industries’ Fedgra—

| tion of SA (Bifsa) executive:di-

rector Ian Robinson said yeater-
day that the construction indus-
try ‘contributed clozse to 6%, of
gross domestic product and’not
less than 3% — as stated by the
minister, - ,\ i
Radebe was speakmg aj; the
first international conf e;r:e ce

_on construction: developme.g

Singapore and, among b
things, he called ‘for the &evel-
oping world to be mbegratgg jn-
to,,  global - construct}on
mltlatwes

+Robinson said the SA® con-
structmn industry. compared
favoiirably with internatignal
standards set by first: woild
economies. “SA companies; gin-
cluding main contractors; sub-
contractors and supphers a£on-

* tinue to demonstrate their'glph-

.

al competitiveness. (This™—is)
evidenced by the fact that.they
operate successfully in Avribri-
ca, Europe and'the Pacific Rim
countries and throughout.&he
restof Africa.” -

‘Radebe also said ﬁreater
commitment . was nee d,,jto
build ' international networks
and co-operation to develop het-
ter industry performances,, J

“Robinson said that Blfsa Tep:
resentatives were consta,n
networking with the eqmvalent
federatlons in other countnes
“We remain at the forefront of
modern technology,” he said. -

Radebe said the inward lopk-
ing policies of the apartheid
government had n agta.twely -af-
fected the structural and oper-
ational nature of the domeftic
construction industry. This had
impeded its, development;; and
ability to meet and keep abrpast

T of demands. iy ere
* v AR a'result, governmeni: had

worked-over the past yedr a_g:ab—
taining, support across the in-

|+ dustzy.for the creation,of; a
| framework for'the recons;tmc-

tiop, growth and developmgnt
of the'séctor, he said.

gt i

LNk




¥
i

i

a4

o
GRAHAM NORRIS
PRUPEETY EpimoR

The Master Builders & Allied
Traﬂes‘Association, Cape

Peninsula, has denied recent

claims made to the media by the

National Home Builders’
Registration Council.

Recently the NHBRC published a
statement in which they claimed that
they had successfully resolved two
cases of major structural defects in
homes that were enrolled under their

Defects Warranty Scheme.

Mike Loy, the director of the MBA,
has challenged these claims - and has
expressed anger about statements

made concerning the MBA,

“The first case quoted”, he said,
“involves a Mr David Roberts of
Chelsea Village, Kirstenhof. The
NHEBRC claims that “after a fee was
paidto the MBA”, the MBA's past
president, Jonathan Miichell, drew
up a report on Mr Roberts’s problems
but “no further assistance was

offered”.

“The MBA categorically denies
ever having heen involved in the com-
plaint or taking such a fee. A fee was
paid to Mr Mitchell in his capacity as
an independent consultant, arole in
which he has functioned for many

. years and for which he is well-known.
This was after Mr Roberts had per-
sonally contacted Mr Mitchell and
asked him to prepare a report on the

condition of his house.

“Mr Mitchell diagnosed the main
problem, among others, as being ris-
ing damp (ie not a structural problem
by ahy stretch of the imagination)
and recommended that Mr Roberts
use a specialist contractor, who then
quoted for curing the problem - but
whose quote Mr Roberts declined to

accept.
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-ouncil challenged
Anger at claims

over

“Instead, Mr Robertsgk th
Mitchell report to his attorney, who
convened a site meeting with the
developers, Bill Rawson, including
Mr Mitchell. Rawsons then immedi-
ately instructed their builders to put
the matter right. It should be noted
that at the time of the complaint, Raw-
son was not registered with the
NHBRC, although their builders
were,

‘MBA categorically
denies:ever being
involved in the
complaint or taking

such a fee’

“The NHBRC, apart from being
bresent at one other site meeting,
played almost no part in getting the
problem resolved and we understand
from a telephone call from Mr
Roberts that he is now querying what
benefit he got from the 1,3% NHBRC
levy on his bond, which he will be
paying for the next 20 years, Further,
Bill Rawson Projects are highly
annoyed at any suggestion that they
would not look after a buyer who had
aproblem.

“It should be noted, too, that Mr
Roberts has expressed his total satis-
faction with the services of bath Mr
Mitchell and the reaction from Raw-
sons.”

The secand case, said Mr Loy,
involves the home of Mr Louis van
Tonder of Protea Heights, Bracken-
fell. In this case, a roller course brick

. above a window had not been rein-

forced in the recognised fashion, with
the result that it sagged - and before
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Mr van Tonder could get his builder
(again not an MBA member) to fix it,

the builder was liquidated.
The NHBRC then paid a contrac-

tor to rectify the problem. However,

the cost of this was in the region of
R4 000 which, Mr Loy points out, can
hardly be called a major structural
repair.

The impression being given by the
NHBRC statements, said Mr Loy, is
that “at last” they are really doing
some good.

“We at the MBA question whether
this is the truth. The impression we
have is that the NHBRC, having in
less than 18 months collected well
over R30-million worth of warranty
funds, is now desperate to find ways
to justify its existence,

“Their constitution makes it clear
that they are not there to be involved
with minor snags, only with major
structural problems, However, nei-
ther of the cases quoted here can be
called a major structural problem -
and ot experience is that such prob-
lems are so few and far between as to
be almost negligible,

Mr Loy then repeated some of the
reasons, already published by him-
self, the MBA executive and the Bifsa
executive, for not supporting the
NHBRC. .

“Fivstly”, he said, “we ohjéct to the
fact that the public have no choice as
to whether they will insure or where
they will insure. Even if some form of
major defects insurance is really nec-
essary, is it really essential for the
banks now to insist that all insurance
has to be taken out with the NHBRC?

“Secondly, supposing such a levy
isnecessary, does it have to be ag high
as 1,3%? On a R200 000 house and plot,
this would amount to more than
R10 600 over the normal hond repay-
ment of 20 years.”
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