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PPC £M™M 3"HZ.- 192
Yolumes still falling

Activities: Cement and ime producer
Control; Barfow Rand 60,3%

Chuirman: J C Hali, MD J E Hodgkiss
Capital structure: 40,3m ords Market capital-
isatwon R1.65bn

Share market: Price 4 100c Yields 4.2% on
dividend, 6,9% on earnings, p e ratio, 14,3,
cover, 1,66 12-month high, 4 300c, low,
4 200c Trading volume last guarter, 309 000
shares

Year to Seps 30 ‘88 ‘89 ‘0 ‘91
ST debt (Rm) 8,1 7.9 25 1.7
LT debt (Rm) 16,1 20 30,0 36,0

Debt equity ratio —_ — — 004
Shareholders mterest 0,54 061 059 0,62
Int & leasing cover 16,83 6,84 846 15,88
Return on cap (%) 18,2 196 19,1 19,6

Turnover [Rm) 589 689 740 818
Pre-int profit (Rm) 143 164 172 185
Pre-int margin {%%) 24,3 238 233 226
Earnings {c) 202 252,6 266,2 2848
Dividends {(c) 100 130 150 172
Net worth (c) 1185 1267 1321 1435

PPC was unable to shrug off the building
industry depression 1n the 1991 vyear
Weaker demand for its products resuited mn
lower production volumes and thinner mar-
guns A higher interest ball and lower 1nvest-
ment income added to the pressures, but a
reduced tax charge enabled a 7% advance 1n
earnings

The plants operated during the year at
only 59% (1990 61%) of capacity Volumes
fell most 1 the lime division, where output
was down by 9% The cement division saw a
drop of 3% Both are hefty dechines for a
group m this mndustry, where fixed costs are
high Cement volumes have now fallen to the
1985 level, hme output 1s the lowest since
1982

Thanks partly to tight control of costs, and
rationalisation of operations, the cement di-
vision's operating profit improved by 8%, to
R118,7m, amounting to two-thirds of the
group total

In the hime division, operating profit
shipped slightly, to R50,8m, accounting for
Just over a quarter (1990 30%) of the total
The rest was from packaging and various
other interests
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As part of a strategy to stimulate demand
for cement, PPC entered into a R20m joint
venture with French cement manufacturer
Saret International, to produce concrete
building beams In addition, a 49% stake was
acquired in Betram (Pty), which makes and
markets concrete door and window frames

Net mvestment income dropped by just
over two-fifths, to R11,6m Cash resources
fell to R16,3m, mamly because a special
dividend of R32m was paid to shareholders
in January 1991

Borrowings were shightly higher, at R38m
(1990. R33m), but gearing remains neglig:-
ble However, R30m of the 1990 year’s bor-
rowings were only acquired at mid-year
With a sigmficantly higher average level of
debt to be serviced for the full year, last
year’s interest charge jumped from R4,9m to
R8,5m No major capital programmes are
planned for the “foreseeable future,” and the
R68m (1990 RI16m) spending commit-
ment may be adjusted to market conditions

Chairrman John Hall has predicted dull
trading conditions for this year At best, he
says, sales are expected to remain stable
This s partly because of the country’s spend-
g on housmg and infrastructure, and the
slackened demand for hme from the mining,
steel and uramum industries PPC has cut
1ts price per ton of cement by R1,20, effec-
tive from September 30 1991,

Volume throughput will remain a entical
factor affecting the profit outlook, but Hail
13 confident that returns will recover rapidly
once demand picks up

The share, currently at a 12-month high of
R43 and offering an earnings multiple of
14,2, remains the best rated of the cement

PPC’s Hal volume 1s
critical

producers Anglo-Alpha, at R39,25, and
Biue Circle, at R30, stand on multiples of
11,2 and 10,7 respectively However, 1t 1:5
probably too early to expect a recovery in the

ector Basii Barber
S
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SA BREWERIES /PLACO

Fm an\ﬂﬁows oi

2
Control pocl

The shape of SA Breweries’ diversified man-
ufacturing interests has aitered considerably
now that Plate Glass & Shatterprufe Indus-
tries (PGSI) has jotned the stable PGSI has
about 50% more assets than Afcol, Da Gama
and Lion Match combined, and almost
double their combined turnover

By buying the controlling interest in pyra-
mid Placor, SAB stll effectively owns
scarcely a quarter of PGSI, but chairman
Meyer Kahn says this 1s just the first foot-
hold *It 1s out of keeping with our style to
operate through pyrammds,” says Kahn *“We
are most comfortable when we own about
two-thirds of the underlying company ”

Kahn savs other elements 1in the deal will
be announced this month, including a rights
issue 1n PGSI to fund the R525m acquisition
of Pilkington’s interest 1in Glass SA (FAM
December 20) With SAB’s muscle behind
it, the international arm Belron 1s poised to
benefit from a substantial offshore invest-
ment programme

Much depends on SAB’s offer to Placor
minorities Certamly, 1t is particularly at-
tractive — tdeally, SAB would hke to dehst
Placor and hold 1ts interest directly in PGSI
It 1s offering one automatically convertible
preference share for every two Placor The
pref carries a fixed dividend of 255¢ — more
than double the latest ordinary dividend of
118c At current prices, the mstrument
offers a yield of 4,7%, compared with 2,2%
on the ordinaries

The 1nstrument will convert into ords once
the ordinary dividend matches or exceeds
255¢ It s estimated that this will happen in
about five years’ ttme Kahn says a similar
instrument was used to acquire control of Da
Gama and was *““very well received ” In that
case 8,9m preference shares were issued,
which will be converted when the ordinary
SAB dividend matches or exceeds 165¢

Though the Lubner and Brodie famihies
have been bought out, Ronme Lubner re-
mains chairman and CE of PGSI Placor
chairman Bertie Lubner says the Lubner and

e

P 3192 Q@Q@
Brodie famuilies have widely diversified inter-

ests and different requirements The trans-
action gives them more flexibility, as they
are no longer locked nto a pool agreement

Liberty Life, which has sold 1its 29,9%
interest, 1s satisfied that 1t will receive better
vields as a result of the deal and finds the
imstruments more attractive than ordinary
shares for that reason

SAB 1s 1n a better position to plan ahead
than the outgoing control pool There 15 no
obvious successor t0 Ronme Lubner who 1s
57 Cautionanies began to appear after the
death of founder Harry Brodie, which sug-
gests his heirs may have been unhappy with
the control pool agreement

PGSI is not the blue chip 1t was perceived
to be two years ago but 1s probably over the
worst It 1s returntng to its roots mn the local
market and concentrating on autoglass inter-
nationally Kahn argues that overall per-
formance has been good but poor results
from US interests have dragged 1t down

PGSI has generated good returns for the
control pool but needs SAB’s resources to
bring it back toits former glory  Stephen Cranston




Italtile acquires
Abacus listing

.. ROBERT LAING .,

AUDIOBUILD’s listing has
been sold by Abacus to Ital-
tile, which will mject 1its
manufacturing operations
into the:listing and rename
it Ce mlc Industnes an—

ted be\lr
Abacus d ector artm

Capper said the company
had snld 1ts Krugersdorp-
based ceramics factory,
Studio Ceramies, and the
Audiobuild listing to Ital-
file for about Rém.
Abacus would retam 1its
non-ceramic interests, in-
cluding hi-f1 manufacturing

plant: Audiocor HE\E duur

factory Doorcor.

“It 15 a good deal-for us
because the ceramics fac-
tory was not being fully uti-
lised and the extra llstmg

was getting expensive,”
said Capper

Italtile offered 'Audio-
buld’s mmority sharehold-
ers 103 Italtlle shares for
every two consolidated (100
nrdmary) Audiobuild
shares held.

The companies published
a statutory request for ap-
proval of Audiobuild’s cap-
ital reduction and distribu-
tion of 1its consohdated
shares' today

. Audiobmld sold its non-
ceramice Interests to Aba-
cus for R40m.

Audiocbuild will aequire
Italtile’s manufacturing op-
erations and Tilecor from
Italtile, becomng a sub-
stantial producer of ceram-
1c ttles and vitreous china
sanitaryware.

Italtile acquired Aba-
cus’s 60°c share of Audio-

butld fpr the issue of Italtile
shares at R6 a share,,




D&H /EVERITE L

| In_the bidding Fm 119z

Though the building supphies group Darling
& Hodgson (D&H) will be delisted from the
industnal holding sector in mid-February, 1t
15 not the last we have heard of it D&H —
now a Murray & Roberts subsidiary — waill
operate autonomously and keep 1ts own head
office Moreover, 1t 1s the favourite to take
control of Everite from Swiss parent Nueva
Holdings

Nueva has called for offers and will give
prospective buyers the chance to carry out
feasibility studies It will choose a buyer at
the end of February So far, Fraser Alex-
ander and D&H have confirmed their inter-
est Grinaker, which has a concrete products
division, 1s also a possible bidder

Dorbyl says 1t will not be bidding MD
Dawid Mostert says Dorbyl looked at Ever-
ite when Nueva previously tried to sell but
decided not to make an offer He says the
pipe market 1s overtraded

These are being seen as the more obvious
contenders, though there could be other can-
didates, such as Blue Circle or Group Five

Fraser Alexander 1s already highly geared
and would probably need a rights offer to

proceed This would be subject to the appro-
val of major shareholder Rembrandt, which
may not be overenthusiastic Everite’s per-
formance 1n recent years has been noticeably
weaker than that of Fraser Alexander The
cychcal building industry seems an awkward
fit with Rembrandt’s other investments

For D&H, funding will be easier as 1t will
soont be wholly owned by Murray & Roberts
(M&R) When 1t acquired a controlling
stake 1n D&H from Malbak in October,
M&R announced 1ts intention to delist the
company The response from minorities must
have surpnised even them

M&R bought 98,6% of the share capital
It paid out just R350 000 cash For the rest,
shareholders were paid R182m in M&R
ordinary shares It 1s using section 440 of the
Companies Act to acquire the rest of the
shares

Andre van der Colff, chairrman of M&R
Supphers & Services, says Evertte would slot
logically into D&H, though any bid might be
made by M&R itself rather than through
D&H

But, he says, before there 15 a bid, two
main obstacles have to be considered One is
that Nueva 1s offering shares i the pyramid
Everite Holdings, which will give M&R a
relatively small stake in the underlying com-
pany M&R would be unable to rationalise,
say, Everite Pipes and Rocla, until it owned a
far larger stake

M&R does not like operating through
pyramuds This may pose fewer problems for
Fraser Alexander — which 1s itself con-
trolled through pyramid Fralex — though it,
too, would presumably be seeking synergies

More importantly, Evertte’s performance
has been poor Nobody 1n building supphes
has done well in the past couple of years, but
Evenite has performed even worse than most
Still, it would not be the first time that
M&R, nor for that matter the team which
Rembrandt installed at Fraser Alexander,
have tried to turn around an underper-

former Stephen Cranston
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By Sven Lunsch

Y9

After an extensive rationalisa-
tion exercise, which Included
the retrenchment of 29 percent
of the workforce, bmlding sup-
pltes group Everite has bounced
back with a 90 percent surge in
Interim earnings

Managing direetor George
Thomas expects the group to
continue 1ts earnings growth for
the full financial year even if,
as expected, there 15 no pick-up
1n the economy

Mr Thomas does not disclose
details of negotiations mvolving
the sale of the controlling stake
in Everite by Swiss-based
Nueva Holdmngs, which was an-
nounced last November.

The group’s turnover was up

by 10 percent to R183,3 milhon
' (R166,3 million) been raised by 25 percent from provement in earnings.

mge’s restructy

Operating income Increased
by 33 percent to R2g million
(R19,5 milhion)

come, but higher Investment 15-
come hfted net income by
31 percent to R7,9million

After additional costs of
R1 million relating to the re-
structuring, attributable earp.
MES rose from R4,1 million to
R6,9 milhon,

Earnmgs per share were up
from 4,7¢ to 8,9¢.

Mr Thomas says that histor;-
cal cost depreciation would
have pushed earnings to 16,2¢
(10c)

The mterim dividend has

re pavs off
kgﬁu. 2;%8@

The restri¢furing hads also
Seen a substantial improvernent
In the balance sheet - -

Thomas says Everite will
enter the upswing with no debt
on its book and geanng -of less
than 10 percent 1

Furthermore, the group can

« easily boost output as capacity

utilisation at its factories 1s
runmmg at only 50 percent

“On balance, 1t 1g unlikely
that long-awaited spending on
affordable housing and infra-
strictural development wili
matenalise 1 the current finan-
cial year,” he says

Nevertheless, he expects a re-
peat of first-half results for the
full year, adding that g pick-
Up in the economy would resylt
in a further meaningful 1m-



'Grarnite rumbhngs follow:

talk§ on (

MORE rumhlmgs are likely 1n the lﬂcal
gramte industry after today’s announce-
ment by Quagga Holdngs cautioning
shareholders that it was currently in-
volved n negottations which could result
in a change of control at the group

Only two months ago SA’s major granite
prnducers entered negotiations which ana-
lysts predicted would see the establish-
ment of a local granite cartel But nothing

further has come from the groups n-
volved They were the Keeley Group, Kudu

Granite, unlisted producer Impala Gramie
and Transker Pioneer Mimng company.

But today’s announcement from Quagga
will fuel speculation of further ratiohal-
1sation n the troubled gramte industry

Marhn Holdings was 1mtially cited by
analysts to be the candidate most likely to
take control of Quagga, but this has been
strongly demied by Marhn's executive
chairman, Peter Gain

Impala Granite, held about 40% by
Anglo American, and the Keeley group, 1n
which Genmin has a stake, have been men-
tioned as gther likely candidates

Taking over Quagga would help the Kee-
ley group regamn control-of the African red
granite market.

“As the Keeley group already has exten-
stve reserves of “African red, fhe group’s
motivation for taking over Quagga would

uagga gj‘[ure

WILLIAM GILFILLAN nr

be to increase 1ts influence over the pf:‘i'émg
of African red,” said analyst Keith Brlght
of Edey Rugers
Kudu Gramte 1s the only other grpup
which has large reserves of African red
As Impaia Granmte does not have,rﬂny
large exposure in the African red m g(
1t has aiso been cited as a likely candidate

to take over Quagga
Marlin had been noted ‘as the most l_l!:el

dandidate as 1t had been quarrying,and
marketing Quagga’s African red oper-
ations at Leyden — in Lebowa — on a
profit sharing basis since 1990 |

And analysts believed 1t was probable
Marlin would have entered into an agree-
ment with Quagga, giving Marlin %re-
emptiive right if Quagga’s contrailing
shareholders sold out Marlin doe§ not
have its own African red reserves =

Although Quagga has other gramﬁ re-
serves — Including black and green gran-
ite — the only successful quarry 15, the
African red operation In his 1991 review,
Quagga chairman Rudolph du Brum"’émd
the group had experienced strong depland
for African red.

Shares i Quagga, which was hstéd on
the JSE in May 1990 at 75¢ a share, yester—
day closed up lc at 3c a share 1

i



PGSI seals deal for Glas

PLATE GGlass and Shatterp rufe In-
dystries (PGSI) has finally mgned the
agreement to acquire a 48,4% stake
i Glass SA from Pilkington, thus
raising PGSI's effective interest in
Glass SA to 96,8%
PGSI will finance the R526m ac-
—gusition by the 1ssue to Pilkington of
10,9-milhon automatically convert-
~Tble preference shares, 1t announced
“yesterday
-o+~~-Pilkington has made independent
arrangements to renounce the right
+to-the conyvertible preference shares
““Jor a cash settlement of R525m The

Busmness Day Reporter

securities with major financial insti-
tutions to fund the acquisition of the
PGSI preference shares

SAB recently announced 1t would
be acquiring 54,6% and that in due
course 1t intended to make a similar
offer to shareholders 1n Placor

The PGSI preference shares will
carry an annual dividend of 275c and
fuil voting rights They will automat-
cally convert to ordinary shares
when the PGSI ordinary dividend —
static at 222¢ for the past three years

§§A takeover

nce shares 1s due for approval at a
general meeting of ordinary share-
hulders on February 27 The shares
and SAB securities are expected to be
issued around March 31
PGSI directors said 1n a statement
yesterday that, had the Glass SA deal
been effective throughout the year
ended September 30 1991, earnings a
share on a fully diluted basis would
have mcreased from 370c to 42lc
However they mamtain the cautious
tone of the September 1991 1ntermm
statement by stressing the continued
weakness in PGSI's markets and that

amreference shares will be placed with  and expected to drop this year —  as a result earmings for the second |

“YAB which, 1n turn, will placetsown  reaches 275¢ The 1ssue of the prefer-  half will be down Ii
I
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Everit
81O s[2[9)"

JABULANI SIKHAKHANE -

RESTRUCTURING and rationahsation
benefits helped bwlding materials group

Everite show an mereased profit for the
S1x months to December

But there 1s stafl no word on who will buy
the controlling iterest 1 Everie from
ultimate Swiss parent Nueva Holdings
MD George Thomas would say only that
negotiations were stiil progress

However, market sources sad yester-
day that tenders for Nueva’s stake in Ever-
ite had closed on Monday. Acceptances
Limited was in the process of selecting two
companies which would do a dye dibgence
test on Everite unti February 26 Nueva
was expected to announce the succesful
bid around March 6, sources said

During the review period Everite’s earn-
mgs after additional depreciation in-
creased by 91% to 8,9¢ (4,7¢) and dividends
rose 26% to 5¢ a share

Thomas attributed the performance to a
reduction m fixed costs whch resulted
from the rationalisation and restructuring

Still no buyer as.
'&lifts

profit

_

:Everite

~Share price,

Lm-gphu.. Ltk EM{:H'H..-N* Sourco '“Efﬁ«*,

The rationalisation programme saw
Everite spht into building materials and
pipe divisions The workforce was reduced
by almost 20% a

Thomas said the programme was ex-
pected to reduce fixed operating costs by
R13,5m for the full financial year, Even
though the building and construction mar-
ket was not expected to mmprove, this re-

programme begun i July The full bene.
fits of the programme were stil] to be felt
and would further inerease group profits in

the second six

months to June

duction m fixed costs would

maintain growth in the second half simtay
to that in the first. !

help Everite

[l To Page 2 .

| Everite 2950, \qv -

!
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Turnover mncreased 10% to R183,3m
Selling prices increased by 8% and sales
volumes rose 2%, indicating that Everite
had regained some lost market share

A reduction 1n fixed costs boosted oper-
ating income by 33% to R25,956m and mar-
gins improved from 11,7% to 14,2%

fter historical and additional depreci-
at;:;n, net operating income rose 68% to
Ri12,21m Investment income was up to

£
35m from R28m, largely because o
Elgher payouts from endowment policies

. Finance costs rose sharply to R2.2m

 From Page 1

13) =
2 000) Thomas said that towards the
Lﬁgguf la?s.t year, Everite had to pay tax
which depleted the group’s cash resources.
As a result the group increased short-
term borrowings from R20,5m to R32,35m.
Since these borrowings were made 1n the
November/December period, finance
costs would be sigmficantly higher during
the second s1x months, Thomas added f
Everite Holdings, which holds 56% o
Everite Group, reported a 94% rise 1n
earnings after additional depreciation to
25.6c and dividends increased by 22% to

14c a share
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If Emﬂm is one organisation that
would dearly like an improve-
ment' 1n the economy 1t must _um
Anglo Alpha, one of SA'S laipest
mndustrial undertakings, with net
assets ‘of R1,6 billion and a work-
hmcnnm of 4 000

. Poor conditions led to earn-

Emm in historic terms declhining
Agam last year from 349,8¢c to

342,6c —
1987 LS o RN
_ ' Earnings +based "on” currént

theur. Hoﬁmmﬁmq& sinee {y

nem“_w (that us after bemng partly
adjusted’ for mflation) fell from
200,1¢c to 1929¢ a share How-
ever, this was better than ex-
pected.

It is company policy to main-
tamn the dividend in line with 1n-
flation

The result 1s that the final divi- *
dend has heen lifted from 89¢c to
106c a share, making a total

2 payout of 152¢ — 15,2 percent -

more than the 132¢ _uma last-year

- Johan Pretorius, group MD,. .
says 1991 was tough and that the :«

P

m waiting patiently for better time

company hasn’t seen Em ﬂmm_“ of
the bad times

Turnover rose 4,4 percent to
R728,2 million, buf net operating
income fell 19,1 percent to
R135,7 million

This was partly the result of
major mamtenance m the cement
division and a substantial one-off
increase 1 historic depreciation
in the stone division

Income from mvestments rose
37,4 percent to R13,1 million
maﬂmﬂmﬂ finance nwmummm took

"R21 milhon:(vear ago, R13,6 mil-

PhE P '
" hon) _ d -

After taking all these factors

tnto account, net medme before
tax fell 22.percent from

R163,7 milhon to R127.8 mllion.

¥
Tax dropped sharply, from
R58,6 miihion to R24,4 mullion.; As
a result taxed income droppec
R2,2 million to R103,0 rmthon 1,

A current cost adjustment oi

R45 maulhien (R45 million) reducec *
net income to R58 million™
(R60,2million}, . .r

et ——
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13% aniumés n the cement division were

aids Anglrgﬂ

A SHARP 4drop 1n the tax rate helped

cement, stone, Iime and mdustrial miner-
als producer Angio Alpha limit the declige
N earnings to only 36% for the vear to
December R f { 219L

At mnterim stage the direcfors had fore-
cast that earmings for the fall year would
be down by 5% But the fali m the effective
tax rate from 36% to 199 Saw earnings
after current cost adjustment down to
192,9¢ from 200,1c Dividends have been
Increased to 152c (132¢) a share

Fmancial director Trevor Wagner said
last mght the drop in the tax rate was
owing to lower profitability and hgher
capital expenditure allowances These two
factors helped reduce Anglo Alpha’s tax
charge by:R34m,

Wagner.added that although capital ex-
penditure, would continue 1 the current
fmancial year, the effective tax rate was
expected“to rise closer to the 369, level,

During the review period Anglo Alpha '

increased. turriover by 4,4% to %172;3!226m
Sales volurnes‘dropped 10% wit the:stone
division showing the sharpest decline at '

;
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down 7,3%, slightly above the mdustfy
average

MD Johan Pretorius explained that the
reason was the rectification of an anomaly
in the cement quotas for 1990 During the
period Anglo Alpha had been about 1%

[JTo Page 2
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'Anglo Alpha ffl\f\f‘?’

' above its cement guota

Net operating income dropped 19% to

R135,65m, the operating margin falling to

a new low of 18,6%

Pretorius attributed this to the shut-

of the cement division’s Dudfieid
g;;?latmn for major maintenance wt;mh
had pushed up variable costs Another fac-
tor was that last year’s acquisition of stunf?
quarries resulted in a substantial one-o
merease in historical depreciation in the

e division
Stﬂélash flow from operations declined 49%

ecause of lower earnings, the
;ﬂiﬂn u? Rifra tax deferred the prel-
vious year and iscreased working capltza .
As a resnlt group borrowings rose R84,2m
and mterest payments soared 5¢% to

——

Graphic (LEE EMERTON Source INET

—

] From Page-1

145
R20,98m  Wagner said the increase In

fur-
kine capital resulted from the re
Elgameﬁts 11:1 the cement division where

stocks had to be buiit up to meet marl-glet
deglra;fax net income dropped 22% tg
R127,751m and the low tax charge reducet
the drop in net income before current cuat
adjustment to 2,1% to R103,04m Cur;gn
cost adjustment was static at R45,02m
(R45,04m) and attributable income duvfrn
3 6% from R60,18m to R58,02m AT
1Wagner said the introduction of :
last year was the major factor fnrvia ;
static current cost adjusiment Smcaid e
mputs on capital equipment cou e
claimed back, the replacement value of the

group’s assets had been reduced

ol

ik .
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Client guarantee

By John Mille @

Star Line

The South African Fi-
breglass Pool Builders
Assoclation (SAFPBA)
has ntroduced a client
guarantee fund whiech
will protect new pool
owners against those
members who have been
suspended, expelled or
declared mmsolvent.
Newly appointed
SAFPBA chairman Hugh
Temlett said the associa-
tion’s guarantee fund
would cost pool buyers
R125, and unlike that of
the National Spa and

Pool Institute would be
payable by the client and
not the builder

“The once-off payment
which must be made be-
fore bulding starts will
cover the client for the
period of guarantee The
fibreglass lining and any
water leakage 1s guaran-
teed by all our members
for five years and pav-
ing, pump, motor, filtra-
tion and any other build-
Ing work 1S covered for
51X months ”

, To make sure that its
members adhere to vari-
ous specifications, the
association has also ap-

fund to

St Ah\n b
protect new pool owners

pointed an mspector who |

will visit sites on a ran-
dom basis

Similar 1nspections
will also be carried out
by the fibreglass manu-
facturers who also intend
future biackhsting of un-
scrupulous companies

At 1ts meeting last
week, the association
also agreed to a disci-
plinary code

“If a complant 15 not
attended to, the associa-

tion will send a written |

warmng giving the mem-
ber seven days to re-
spond and repair any
problems

N, s———
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PORTLAND HOLDINGS F50
Capex benefits? 43

On the face of 1t, a one-third fall in share
price since last January suggests sharehold-
ers had a tough year But the bugbear was
the rand-Zimbabwe doliar exchange rate In
the local currency, the Bulawayo-based
cement producer turned 1n record results
Subsidiary Fort Concrete Holdings (Pty)
was at last awarded realistic price increases,
which raised group net surplus by 112% from

Z%6m to Z312,7m
In 1990, both Zimbabwe cement produc-

| ers worked to full capacity, producing 1n

S ——

e 2T Gi?
Achivities: Makes cement, me precast and

prestressed concrete and has investment and
property owning interests

Contred: Security Nommnees 12,4%
Chairman: /R Sly, MD J H Stobbs

Capital structure: 43m ords Market capitalisa-
tton R17 2m

Share market: Price 40c Yields 10.5% on
dividend, 40,7% on earnings pe ratio, 2.5,

cover 3,8 12-month high, 65c, fow, 40c
Trading volume last quarter, 20 000 shares

Year to July 31 ‘88 ‘89 ‘90 ‘91
ST debt (ZEm) 3 1 55 49 12 3
LT debt {Z$m) — 64 36 404
Debt equity ratio 01 01 02 05

Shareholders interest O 7 07 06 06

Int & leasing cover — 281 443

Return on cap (%) 1192 119 13,3 Q7
Turnover {Z%m) 477 632 939 1411
Pre-int profit (Z$m) 5 4 58 9,3 17,2
Pre-int margmn (%} 114 107 99 12 2
Earnings (Zc) 146 158 19,1 29 2
Dividends (Z¢) 60 60 70 75
Net worth {Zc} 114 1289 143 196

total about 800 000 t, of which Porthold pro-
duced about 60% Clinker imports allowed
Portland to gain a further 7% of national
production, making 1ts total share 67%
Sales were little changed at 630000 t
(1990 622 000t) Lime production was low,
around 1 000 t a month The group still has
diffrculty in controlling massive mput costs
Consequently, net profit on cement products
was only 10% of the factory cost of sales
A new kiln being nstalled at Colleen

Cents
66

62 4
58

54

50 iy Ay
46

42
3g

Portland Holdings

Sourca | NET

FMAMJJASOND JF
1991 1992

Bawn plant is well under way to improving
output to 1 000t of chinker per day, equv-
alent to 750 000 t of cement a year by end-
1993 Estimated cost 1s Z$100m The 1nitial
development still requires chinker imports to
use spare grinding capacity

Further capex of Z$75m 1s being reviewed
i the light of foreign exchange availability,
to raise production to 2000t of clinker a
day This would increase output to 1,1 Mt a
year The eventual output should go a long

[ way towards casing the national cement

COMPANIES

12

Rasi] Barber

strong and capital development programmes
should boost earnings substantially in the
medium term Though the yield pattern
looks generous, the performance of the share
price will depend as much on inflation differ-
entials between Zimbabwe and SA and their
impact on the rand-Z$ rate as on actual

operating performance

year) will be much higher than expected
because interest payments totalling
DM14,5m are not covered But chairman

Demand for all group products remains

Richard Sly 1s confident that the hifting of
mitments to be met He adds that dividends

price controls in August wilt allow all com-
are likely to double on similar earmings

To meet the heavy capital spending, a one-
Repayment (which starts at the end of this

for-two rights 1ssue was held 1n November

1990 and a large foreign loan 1n Deutsche-
marks was arranged with the capital portion

forward-covered five years to establish the

capital commitment 1n advance

shortage

—]
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PGS &w W\ 2|41
SAB murche:f.__ on

Another step 1n SA Breweries (SAB)’s plan
to ncrease 1ts stake 1n, Plate Glass (PGS1)
took place this week SAB has bought
R525m automatically convertible PGSI
preference shares and will place its own
instruments with mstitutions to finance this
PGSI needed the finance (0 buy the 48,4% of
Glass SA held by Pilkington Plc.

SAB acquired effective conirol of PGSl m
December when it acquired 54 6% of pyra-
mud Placor from Liberty Life and the
Lubner and Brodie famulies (also financed
with convertible prefs) SAB chairman Mey- \
er Kahn, however, said recently (FM Janu- . :
ary 3) that Breweries would prefer to hold 1ts
stake directly 1n PGSI and to ds antle
Placor as soon as possible %

The prefs will convert (nto ordinaries when
PGSI’s dividend reaches 275¢ On conver-
sion, they will represent about 35% of the
ordmary capital

But that 1s unhkely to happen until at least
March 1993 This year's dividend is expect-
ed to be somewhat lower than the 222¢ for

Fm Alzig ‘
the year 10 March 1991 m (12
The pref 1ssuc means that PGSI will not

need a nights 1s5u¢ specifically to finance the

Pikington deal, but spokesman Brian Gib-
son says there will be an offer t0 reduce debt




A BITTER strike at Uni-
serv's Sun Couriers has
probably smacked
group mwcm_m for the
year to February

Uniserv is one of the better
new listings from the boom
of five years ago Taxed
profifs of the air courer,
shupping, c¢learing and for-
warding group rose five-
fold to R13,7-muilion 1n the
four years to 1991

It came to the JSE when Buri-
ington Freight Group ¢
vested in 1987

- Ak Pl
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Chawrman Tiger Wessels wi
not comment on the mm-
ding results, but 1s con-
dent the group’s troubles
are behind it. Other than
the strike, he says, the
group has done well 1n spite

of the recession

Express wmanm_ Services In
eneral have been plagued
increasing theft and low
productivity When Sun
tried to tackle the prob-
lems 1t was it with a
national strike, violence
and damage to property

It dismissed 200 in Johannes-

| Uniserv strike

Sitivwans tiss

costs a P

w.r..rm,

burg and there were re-
trenchments

Mr Wessels says that although
the strike arose out of a
wage dispute there were
other factors One involved
the right — and the respon-
sihiity — of management
to manage the company

“I have always recognised the
importance of participa-
tion and consultation, but
stand by the responsibplity
of management to make
and implement decisions,”
says Mr Wessels

The stand was costl

Independent mﬁm_ﬁ_.m ap-
pointed by the Transport
and General Workers
Union reporied that Sun
Couriers — already a high
payer by industry stan-
dards — could not afford
to meet union demands

Business dropped off in the
strike, but Mr Wessels says
1t has recovered

Nevertheless, the penalty will
be felt i the results — like-
ly {0 be down by three-
quarters or more on 1891’s
earnings

The balance sheet is sound and
the share price of 80c 1s 60c
off 1ts 12-month high of 140c
reached last July, showing
the market has discounted
much of the bad news

GIANNI Ravazzotti of
Italtile was doubly
blessed when he app-
roached the major share-
holder of Audiobuild with
a view {o buying a ceram-
1c tile operation

Not only did 1t wish to be
r1d of the fales, 1t did not want
the Audiobuld histing either
Mr Ravazzotti seized the op-
portumty

“When you are a small con-
cern it 1s easy to have a verti-
cally integrated manucfactur-
g and retailing business
But when you grow big, it be-
comes too difficult to
manage ”

:
;

The founder and chairman
of SA’s leading producer of
tiles and ceramic bathroom-
ware says he had already
planned to split his group’s
assets 1nto two focused parts
Through an arrangement
with Audiobmld, those assets
will be listed from tomorrow
under the original Italtile,
holding retailers Italtile Cen-
fres and Ceramuc Tile Mar-
kets (CTM) and under Ceram-
ic Industries — {formerly
Audichuild — which houses
manufacturing

Before all this, Audiobuild
was called Buildcor It was a
subsidiary of Interheard, now
called Abacus

In a restructure after
financial deals were undone
by new management at Aba-

trip leads tc
a JSK listing

S{tiwen LBUSD
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cus, it became the pyrammd of
Audiobuild

Italtile has paid Abacus for
its holding in Audiobuild and
Abacus 1itself now owns the
non-ceramic interests pre-
&E_m_wgnmmn in Audiobuild

Italtile planned things so
that it would distribute as a
dividend to its own members
one share 1n Audiobuild for
every Italtile held

The net cost to Italtile,
nearly half in cash, is about
R7.5-million

Does Mr Ravazzotti con-
sider he has a bargain at that
price for what he really wan-
ted, the Studio Ceramics tile
plant at Chamdor? 1t is out of
commission until January
next year at the earliest

“I'll answer you in three
years’ time,” he says

Mr Ravazzotti retains the
chairmanship of both com-
panies, nen-executive at Ital-
tile and full time at Ceramic
Industries

Italtile shareholders will
have about 95% of Ceramics.
Each company will be cap-
italised at about R50-million

L +t

]

John Couzis is the chief
executive of the retail oper-
ations and Peter Swatton the
financial director

“The deal gives both sides
of the operation more auton-
omy,” says Mr Ravazzotti
They will stili deal with each
other to a large degree, but 1t
will be at arm’s length

. ."..._ 71

NEW-LOOK FTALTILE, GannL Rav
Couzais Picture

Capacity at Ceramues will
be expanded by the Chamdor
acquisibion and the plant is
newer Money will need to be
spent, but Ravazzotti is
confident that exports can
become a major force He
says samfaryware has sold
better than have tiles so far

Mr Couzis 1s fired up by the
retailing prospects from
franchising Italtile has fran-
chised six CTM operations
and there are plans for an-
other s1x this year

It has 14 stores and two to
come There are four distri-

+

azzoth, Peter Swation and John
ROB HADLEY

bution warehouses 10 major
centres

As with all business, much
depends on the economy But
Italtile 1s not letting the grass
grow between the grouting

Italtile’s share price has
risen from 375¢ a year ago to
410c¢ after touching 425¢ Mr
Ravazzotti hopes that the
separate listings of the two
arms will help to unlock
some of the intrinsic value in
the grou

b:&awEE has dropped
from 120c last January to wcn
and Abacus from 55¢ to 20c

T




Group Kiv
By Sven r==mn=m@

Construction company Group
Five has acquired a controiling
stake 1 Everite Holdings from
its divesting Swiss parent
Nueva Holding for R87 million

The acquisition, which was
announced over the weekend,
will probably result in Evhold
taking over Group Five’s indus-
trial 1nterests, creating a, ¢om-
pany with annual turnover in
the region of R450 million

According to the announce-
ment, Group Five will pay 985c¢
a share for 8,8 million shares in
Evhold, conditional on the offer
being extended to Evhold mi-

wc%w _mfﬁwﬁ

C
STAL

nority shareholders

Evhold 1s the contirolling
company of Everite, which
manufactures a wide range of

goods for the construction 1n-
dustry

The offer price 15 well above
the ruling Evhold share price of
700¢, but analysts believe that
the recent turnaround 1n
Fverite’s financial performance
justifies the price tag

They add that two or three
of Group Five’s competitors
were also interested 1n acquir-
ing the group, which hagd pushed
up the asking price

Over the past year Everite
has undergone extensive ratio-

J—

lisation, which saw the re-
trenchment of about 20 percent
of the workforce, as well as a
strengthened balance sheet

As a result, operating earn-
ings mn the six months to end-
December hounced back by
33 percent to R26 million on a
10 percent rise in furnover 1o
R183,3 miliion

The group is running at
50 percent capacity utiisation
and 1s well-placed to take ad-
vantage of an upturn

Anals sts say that Everite's
business will complement the
building supplies arm of Group
Five, which focuses on form-
work, scaffolding and mainte-

nance

q@@é@i for R87 -m

It 1s also reported that
French Bank of SA, merchant
bankers to the 1ssue, has taken a
stake in Everite and will pro-
vide Group Five with additional
working capital after the take-
over

Nueva announced 1ts decision
to sell its interest in Evhold 1n a
cautionary note to shareholders
in December last year because
of a strategic refocusing of 1ts
worldwide businesses

In 1987 1t had already re-
duced 1its direct stake in Everite
through the formation of the
pyramid company, Everite

Holding

—
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GROUP Five’s successful offer of R86,7m
for a 51,6% stake m Everite Holdings (Ev-
hold) was R25m higher than the two closest

Group to the French Bank of Southern

bids, market sources said yesterday Kv-
hold owns 56% of building materials group

Everite

pxq 1629 L.

The acqulslt!mn would reverse Group
Five's cash positive situation into gearing
of up to 30%, chairman Peter Clogg said.

However, he said that by the end of the
financial year to June, Group Five could
have returned to a cash-positive position.

It waéwannnunc:gl at the weekend thg;
suhiect toia due diligence exeTCISE Vi
cdinpleiedon Wednesday, Group ¢ive

would acquiire 8,8-million shares in Evhold

from Swiss group Nueva Holdings for 385¢

a Shareﬁr{ihtw

M

Group’¥ive will extend a similar offer,
underwritten by Fedhfe Assurance, to Ev-

hold minofities

In the second leg of the'deal, Nueva has

e —
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I—Group Five®™), 12

of 22% on the stated net asset value of
I R1272 as at December 31

Clogg saxd Group Five had to pay more
than others because being an independent,
group could have prejudiced its chances

Evhold will ultimately house Group
Five's mdustrial operations, crealing an
industrial group with turnover of about
R400m, Clogg said

“Group Five's imtial investment was in
strategic businesses in the construction
services area, such as formwork and scaf-
folding and reinforcing steel,” he said.

Africa (FBSA) for an estimated R29m or
298¢ a share Clogg said that the FBSA deal
» was conditional on Group Five acquiring

the 51,6% stake m Evhold

According to sources, Group Five's ten-

den was 40% higher than the two

closest

bids of 700¢c a share by bulk materials

handling group Fraser Alexander

{Alex-

ander) and Belgian group Eternit The two
groups’ evajuation of Evehold was samilar
., Murray & Roberts, which had be SHrwide-
.f_‘.,r pped to take over Evhold, did not h1d
‘M & R CE Dave Brink told Business Day
last week that M & R was only interested
1n certamn parts of Everite’s business
Group Five’s oifer 1s also 46% ugher
that the ruling market price of 67oc a

- share

., However, the offer representsa d
O 7o Page 2
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“This was expanded into the operation
and maintenance of water and sewage
treatment plants and floor and wall clad-
ding and more recently into ready-mix
concrete ”

Group Five's ultimate intention is to
inerease its holding in Evhold One possi-
bility would be for Group Five to do a deal
with Old Mutual, which with 19% is the
second largest shareholder in Group Five
01d Mutual also owns 18% of Evhold and a
direct 25,5% stake in the Everite Group

.

— i L !h_
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sold its 9.9% direct stake in the Everie



IN THE third disinvestment move in three
months, UK group Blue Circle Industries
Ple 1s selling its 42,3% stake n local
cement and building materials producer
Blue Circle to Murray & Roberts (M & R)
for more than R400m

M &R, which has already spent more
than R700m on acquisitions in less than six
months, already owns 42,3% of Blue Circle
through wholly owned subsidiary Darling
& Hodgson D & H has the first right of
refusal on Blue Circle Industries ple’s
stake mn the local company

The deal leaves Anglo Alpha as the only
cement producer still with an overseas
principal Swiss group Holderbank Finan-
ciere Glaris and 1ts associates own 34,1%
of Anglo Alpha. The other cement group,
PPC, 1s controlled by Barlow Rand

A Blue Cirele Industries ple spokesman
said an announcement would be made
shortly ;

In other recent disinvestments, UK-
based Pilkmgton plc sold 1ts 48,4% nterest

JABULANI] SIKHAKHANE

m Glass SA to Plate Glass & Shatterprufe
for R526m, and Swiss group Nueva Hold-
mgs sold holdings 1n Ever:te Holdings and
1ts subsidiary, Everite Group, for R116m to
Group Five and the French Bank of South-
ern Africa

M & R and Blue Circle pubhished a joint
cautionary notice yesterday warmng
shareholders that negotiations n progress
could affect share prices

Market speculation 1s that M & R would
buy out Blue Circle Industries ple, increas-
Ing M & R’s stake to 84,6% M &R would
make an offer t6 minorities and then delist
Blue Circle

Frankel, Max Pollak, Vinderine analyst
Mike Howarth sard Blue Circle Inidustries
ple had been rationalising operations and
selling peripheral businesses 1n other coun-
tries It was a “natural consequence” of the
world recession

[JTo Page 2

Blue Circle @ @@Lﬂ

The Blue Circle share price 13 R34,

Market sources said the UK company had
always asked for a premum, which was
the main cobstacle to D & H or 1its former
parent Malbak making a nd. At cufrent
market prices the 42,3% holding 1n the
local company 1s worth more than R359m.

“The deal will be based on future earn-

Ings rather than the net asset value. And
everybody knows that when the economy
turns, those cement compam
runmng,” Howarth sard,

es wiil start
He suggested M & R might use equty

financing for the deal, 1ssuing new shares
to institutions A rights issue was also a

possibility as M & R’s cash needs might be
greater when the economy mmproved.
The acqusition of control of Blue Circle

would make sense for M &R, analysts

said 3] 13/217¢

Blue Circle accounts for a large chunk of
D & H’s business In financial 1991 Blue
Circle contributed 63,5% of D & H’s turn-
over and 58,7% of operating mmcome

The biggest benefit, however, would be
In the rationahisation of operations, ana-
lysts said Blue Circle has an engineering

e e SR T R R —

) j _| From Page 1
division which could easily be moved into
Genrec or M & R’'s industrial division

In the building materials division, M & R
and Blue Circle ailready have a joint ven-
ture m Ready Mixed Materials, in which
Blue Circle holds 60%

In the past six months M & R bought the
remamng shares m Unitrans’s hoiding
company, Umted General Investments,
from its ultimate parent Sankorp for
R131m, acquired control of D & H and 35%
of Standard Engineering for about R399m

M & R shares rose 100¢ to close at R58
yesterday

JOHN CAVILL reports from London
that Blue Circle Industries plc has been
streamlimng its operations and trying to
reduce costs for the past 18 months At the
same time 1ts net debt has risen sharply

In 1990 (to December 31), sales dropped
5% to £1,2bn while pre-tax profits fell by
16% to £195m. In the first s1x months of
1991 turnover was down by 19% at £531m
while earnings before tax slumped by 38%
to £57,5m. Net borrowings chimbed by

nearly £54m to £316m.




Santorle

. stake in Boumat
- T L 1.
. Saficon Investments 1S
_'increasing 1ts holding in
11 Boumat from 32 percent
to 51 percent

It signalled the possi-

‘bility last June when, m
{ its annual’ reporf!- chair-

man Sidney Borsook
. said

. “In view of the retire-

ent of Irvine Brittan as
executive chairman of
Boumat on March 31
1992, we behieve that we
should play a more ac-
tive role than in the past
in the management of
this group ”

.Saficon Industrial
Holdings, a wholly
| owned subsidiary of Safi-
con, has acquired 1,267
millien Boumat shares
from’ Sanlam, represent-

ing 27 percent of San-
lam’s holding. — Sapa.

l
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The bmlding supply 1n ustry,

already hard hit by the slump,
has been dealt a “death blow”
by the introduction of VAT, says
Gerald Haumant, chief execu-
tive of Cashbuld

Mr Haumant was comment-
ing yesterday on the group’s
disappointing 4 1 percent 1m-
crease 1N attributable earmngs
to R3,8 rmllion (R3,7 million) 1n
the six months to December

«Most stores performed well
unt1l September 1991, with sales
rsing by 21 percent

“Qetober and November,
however, Were disastrous
months, with existing stores
sales’ shrinking 1n real terms
for the first time in the history
of the company,” Mr Haumant
says

Group turnover was up
14 percent to R224,2 mi1llion

R r

ashbuild |

the ‘death }

(R198,8 million), but operating
profit mnereased only 3.8 percent

to R9.1 rllion (R8,75 million)

Earnings per share increased
from 17,2c to 18¢c, while the 1n-
terim dividend was malnta%ed
at 5¢ a share.

Curtailed”” |

To protect 1ts earnings and
cash flow, Cashbuid has cur- |
talled 1ts store upgrading and

computerisation programie,
hut will continue 1ts expansion
drive. -
Three new stores were added’
in the six months and four more
are to open In later 1n the year,
Mr Haumant says L
While he does not expect a
sales upturn in the remamder of
the financial year, conditions
should not deteriorate further
and earnings should be main-
tamned for the year as a whole.
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Saficon to increase stake i

MOTOR retail group Saficon Investments
plans to increase its stake in building ma-
terial supplier and manufacturer Boumat
to 51% from its existing holding of 32%,
chairman Sidney Borsook said last night.

In an announcement to shareholders,
Saficon said 1t had acquired 1,3-rillion
Boumnat shares from Sanlam in exchange
for 12 new ordwnary Saficon shares and 6
new Saker’s Finance and Investment Cor-
poration (Saker’s) shares for every 27 Bou-
mat shares. Saker’s forms the investment
holding company for the Saficon group.

The 5% stake i Boumat acquired from
Sanlam 1s equivalent to 27% of the assur-
er’s total holding 1n the bmlding supplier
As a result, Borsook said a similar offer
would be extended to Boumat’s munority
shareholders for 27% of theiwr holdings.

Although Saficon has extended its oifer,
on a tender basis, to mnorities for holdings
above the 27% level, Borsook noted the
group would not he obliged to accept
shares above the a terms. The pro-
posed deal has been approved by the JSE

Boumat

and the Security Regulations Panel
The proposed offer requires that Saficon

increases 1ts stake by n than 51% or
a mummum of 47%. ?ggw

Borsook said Saficon p adopt a
more active role i the day-to-day man-
agement of Boumat, “which holds a lot of
potential” Borsook replaces Irvine Brit-
tan, who has indicated his intention to re-
tire, as Boumat chairman at end-March

Saficon also has reached agreement
with Sanlam to purchase its remaining
holding of 3,4-mllion shares in Boumat,
hased on the same purchase terms Sanlam
holds a 15% stake 1n Boumat.

The deal would require the 1ssuing of 4,7-
million new Saficon shares, boosting the
company’s share base by 16% to 34-rmlhion
shares 1n issue. The dilution would not
materially affect Saficon’s control struc-
ture Saker’s would 1ssue about 1,3-nmllion
new ordinary shares, Borsook said.

decline@~
BIo=

THE low level of busimess activity in the
building and construction sector was get-
ting worse and wase to remain so
for at least another 18 months, said Group
Five MD Peter Clogg, commenting on the
release of the company’s results for the
s1x months to December 1991.

A 21% drop 1n turnover to R533m and
increased tax bhill saw the group declare
an 11% drop in earmngs to 90c a share
compared to the corresponding period
last year.

Clogg expects results for the remainder
of the year to be similar to the first six
months due to the long-term nature of
construction contracts.

Building business will
Group Five
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Gross profit margins increased from
296% to 3,6% in spite of the drop n
turnover As a result, pre-tax profits were
only 2,9% down at R19,3m. However, a
28% increase in tax to R4,4m further re-
duced the company’s earnings. Taxed pro-
fits fell 9.3% to R14,9m while divaidends
remained unchanged at 27¢ a share Cash
on hand amounted to R47,9m,

Clogg said about 20% of turnover was
derived from cxosssborder operations m
southern Africa. Thése operations include
housmg, civil engmeering and.road build-
ing contracts in Botswana, Namiba,
Malaw:, Lesotho and Zimbabwe. The
company 1S also mvestigating opportuni-
ties 1n eastern Europe and what weas the
former Soviet Union.

He said construction and civil engineer-

| ing activity in SA was quiet and there was
less and less activity in the low-cost hous-

ing sector. Group Five would benefit par-
ticularly from new 1mmfiatives 1n the low-
cost housing sector following its
acqusttion of Everite for R86,7m.

Group Five Holdings, which derives all
its income from a 53,8% stake in Group
Five Lamited, declared unchanged divi-
dends of 26¢ a share. Earmngs a share fell
11% to 88c.

SM Goldstein declared unchanged divi-
dends of 10¢c a share. SM Goldstein derives
1ts income from a 45% nterest in Group

Five Holdings.
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GROUP FIVE F™M \Lﬁam

Eating up Everiie@

Group Five’s diversification into industry
started modestly In the year to June in-
dustry represented barely 1% of pre-tax pro-
fit but these interests have been given a
major boost by the acqmsition of control of

Everite
Group Five was the highest bidder but an

outsider compared with the more favoured
Murray & Roberts and Fraser Alexander
Financial director Theums Kotzee says
Group Five intends to keep Everite's histing
All industrial interests will be sold to Everite,
which may well change 1ts name

Evenite’s disinvesting Swiss parent Nueva
Holdmngs got a good price for its 51,6%
controlhing 1nterest in Everite’s pyramid Ev-
hold 985c a share, a hefty 46% premium on
" a pre-deal quote of 675¢ Yet Evhold trades
on a discount to the R9 underlying value of
its mvestment 1n Everite

Kotzee says the difference of 85c1s a fair
premium for control Maybe, but a premium
of 46% 15 likely to prove irresistible to Evhold
munorittes, who will be made a sumilar offer

The price looks more reahistic after last
week’s Everite results EPS increased by
62% and Evente reversed 1ts declining mar-
ket share, lifting sales volumes by 2% 1n a
declimng market

Group Five 1s not concerned that Everite’s
core product, asbestos, 18 not growing be-
cause of percetved environmental hazards
Chairman Peter Clogg 1s satisfied that Ever-
ite’s occupational health and safety practices

meet world standards
Everite is ungeared, with net cash of about

~ S A X . A
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R7m. It has been through a rationalisation n
which staff numbers were cut by a fifth

Kotzee believes Everite’s financial ratios
are next to be rationalised He argues that
Group Five 1s more hard-nosed about returns
and will drop Everite’s policy of providing
additional depreciation on the revaluation of
assets for “something comprehensible ™

There are no major plans to change Ever-
ite’s structure, but Kotzee does want o
rationalise its property portfolio, which has a
book value of about R125m Group Five will
keep the fibre-cement and Vaal Potteries
businesses, but reassess the more peripheral
Santar, which makes pitch-fibre pipes, and
Paxit {glass reinforced sheeting)

In June, Group Five had no borrowings
and R84m 1n the bank Kotizee expects both
companies to be tn cash agan by year-end
He says the purchase, a straight cash buy
involving R87m before the offer to minor-
1ties, will boost Group Five’s NAV and EPS

Group Five’s EPS have grown consistently
over five years, yet it has a modest rating At
635¢ 1t sits on a p e of 3,3 and dividend yield
of 10,1% In contrast Everite has a p e of 9,6
and 3% dividend yield The deal 1s a sigmfi-

cant step in Group Five’s diversification.
Stephen Cranston
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NON-RESIDENTIAL BUILDING COSTS

Sudden deul

MOy qe

The removal of 13% GST on building materl-
als in the fourth quarter of 1991 and a dearth
of new work have caused a sharp, once-off
fall in non-residential building costs

A relative but precipitous fall was record-
ed 1n building starts in this sector of the
market 1n September last year Erwin Rode,
research director of Real Estate Surveys,
says “Whereas one month’s data cannot be
regarded as a trend, 1t might just herald the

Growth in tender
prices vs.input costs
= (non—residential)
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beginmung of a lower road for the non-re-
sidential building 1ndustry. Considering the
overbuilt state of the property market, that is
long overdue ™

Rode admuts that, at this stage, his antici-
pation of a reduction 1n work available 1s
based on anecdotal testimony. Firmer evi-
dence exists to support a fall in costs A
strong downward trend in the rate of growth
in building costs has been recorded by both
the BER Building Cost Index (non-residen-
tial tender prices) and the Hayett Index
(input costs)

Says Rode “The decline 1n input costs, by
which I mean matenals and labour and, to a
lesser extent, plant and machinery, 1s good
news, considering the oligopolies and mono-
polies 1n the building materials industry ™

The sharp fall in costs began with the
removal of the 13% GST on building mater:-
als which typically make up 40% of the cost
of a building contract Removing the 13%

cut total cost by 5%-6%, to the benefit of the |

developer

m

Intruducmg VAT on total contract costs
has had a neutra! effect on building costs
because VAT 1s recoverable by a vendor

Rode estimates non-residential building
costs grew 7% between the fourth quarters of
1990 and 1991. If VAT had not replaced
GST, the growth would have been about
13% Growth 1n 1992 15 forecast at between
9% and 13%.

In contrast, home bwmlding costs are ex-
pected to rise by 16% this year, after an
estimated 11% increase 1n 1991, The reason
1s primarily the anticipated 2% drop 1n mort-
gage bond rates, which will enable contrac-

tors to expand margins as more people can
afford to build homes. u

CAPE TOWN ¥

Search fo

The perception of Cape Town as a haven, n
an increasingly crime-ridden and pohtically
unstable SA, 15 sustaiming investment in
commercial and residential property n the
city despite the recession

So says city council development co-ordin-
ator Phihip Theron He adds *Major devel-
opments worth R704m were under construc-

tion at the end of last year compared to |

R591m for the corresponding period 1n 1990
Buildings valued at R440m were compieted
during 19917

He says the medium-term outlook 1s also
good “Some very big developments are be-
ing discussed by council and 1t’s encouraging
that a number of them are in the CBD,
which has lagged in new development ” De-
tails of the developments are still confiden-
tial

Theron attributes the mterest in commer-

cial property investment to a reassessment of |

Cape Town’s potential to accommodate cor-
porate headquarters The high quality of hife
and relative security compared to some other
metropolitan areas 1s attracting not only an
increasing number of businesses, but individ-
uals as well — as refiected 1n the stability of
the medium- and upper-priced residential
markets,

Theron says since March 1986, 191 major
commercial, industnial and residential pro-
jects valued at just over R2bn have been
completed 1n Cape Town Major develop-
ments under construction include
[0 The UCT business school complex at the
V&A waterfront (R40m);

Murray & Roberts’ Pier Place office de-
velopment on the foreshore (R35m),
Equikor’s Belmont office village in Ron-
debosch (R52m),

The V&A company’s Victoria Wharf
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“"PGSI jnitiates right

* PLATE Glass and Shatterprufé In-
1 dustres (PGSI) 1s to raise R354min a
» nghts offer,

¢ An announcement issued today
i said the funds raised would be used

“ to mcrease the equity base of PGSI's

1 offshore operations and to refinance
. certamn local borrowings

* About R210m would be used to
; recaplfalise PGSI's mternal oper-
: ‘ ations and to facihitate internal

¢ growth, while the balance would be
; used to reduce local borrowings

:  PGSI’s ordinary shareholders
’ would be offered new ordinary
7.shares at R43 a share
* Today SA Breweries (SAB), PGSI,
S Placor and Afcol announced details
.,0f various transactions, which -
: cluded SAB’s acqulsltmn of 54,6% of
. Placor
¢ Placor, which has as its only m-
rwrezzai:l:nwant 1ts 49,7% 1nterest in PGSI,
rwould be acquired from a consor-
*tium comprising the Lubner and
+Brodie families and Liberty Life.
¥ The consortium would receive 6-rml-
nnlmn automatically converfible SAB
¢ preference shares.
: + Placor would become a wholly

offer

MARCIA KLEIN

owned SAB subsidiary and SAB
would have an effe 1 ﬁ'?'g o holding

mn PGSI

Conclusion of the ~transactions
would also see the SAB group’s inter-
est n PG Bison, presently held
through furmture subsidiary Afcol,
being consohidated within PGSI
This would be achieved by Afcol’s
disposal of its 50% sharehuldmg 1n
Spankor — whose principle asset 1s
its 47,8% shareholding 1n PG Bison —
to PGSI 1n return for nearly 2-million
PGSI convertible preference shares.

PGSI would increase 1its share-
holding in PG Bison from 47,8% to
71,7%

The companies said PG Bison was
a non-managed equity accounted 1n-
terest of Afcol, and 1ts disposal would
significantly improve Afcol’s finan-
cial structure, increase its ahlity to
enhance its core business when op-
portumties arose, and facilitate
future growth

They said there would be no mate-
rial effect on SAB’s earnings and net
asset value,




Cement sales } 1992
set 1o keep drop

LOW LEVELS of activity and the absence
of major new projects 1n the civil engtneer-
ing and bwlding industries saw domestic
cement sales in- 1991 fall 6,7% to 7,343-
milhon tons from 7,343-m11hun tons 1n 1990,
sald Cement Producers Assoctation (CPA)
director VmcéﬁtﬂBray yesterday.

Commenting on recently released
cement sales and production statistics
from the CPA, Bray said no major civil
engmeering or “buillding projects would
come on stream this year other than the
start of constructton of the Katse Dam for
the Lesotho Highlands Water Project Con-
sequently he forecast a 1% to 1,5% decline
mn sales 1 1992 compared with 1991 sales

Pretoria Portland Cement director John
Swart said an R8m depot was being con-
structed in Ficksburg by the CPA to supply
cement, fly-ash and slagment for the Katse
Dam The depof, due for completion n
August, would be supplied by Anglo Al-
pha's Ulko plant in the northern Cape

Swart said that this year the CPA would
begin supplying 400 000 tons of cement and
180 000 tons of fly-ash over a period of four
years for the construction of the dam wall
This would not have a significant affect on
overall annual sales, as it represented a
small proportion of total production.

He quashed speculation that cement for
the project would bé :-‘suppphed by fnrmgn
producer§, . ¢ fifd

In 1991} 7,296-1111111011 tons uf cement was
produced by the'¢cement cartel, 6,6% down
from the 7, Bll-mllhnn tons prnduced 1n

W
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1980 Bray said the cartel’s activities were
under 1nvest1gatmn by the Competition
Board, and the resultés would be known
later this year

The three-member cartel 18 made up of
Anglo Alpha, Blue Circle and Pretoria
Portland Cement Competition; Board
chairman Simon Brooke sa1d yesterday the
mvestigation was the first of a series of
periodic re-evaluations of the exemption
gwven to form the cartel in 1988

Bray said two-thirds of available pro-
duction capacity was 1n use during 1991 as
opposed,to 72% in 1990 Pretona Portland
Cement’s Dwaalboom plant, Blue Circle’s
cement plant in Lichtenberg, and four
small wet process plants at Anglo Alpha’s
Ulko plant were 1 mothballs..

Cement and clinker exports — manly to
Zimbabwe, Mozambique and the Indian
Ocean islands — amounted to 373 000 tons
in 1991, 8,7% more than the 343 000 tons
EXpﬂrtEd in 1990 Bray said he expected
cement exports to grow again this year
Transport costs, particularly from the
western Transvaal to Cape Town harbour,
sometimes accounted for about 40% of the
delivered cost of exported cement

S oornet cement, explosives and mih-

products manager John O’Neill said
Spuurnet had concluded agreements with
the cement imdustry to promote exports by
transporting cement at below cost to
Spoornet to help make the product more
competitive




SAB/PLATE G
More equi@ "3
i B 'T:M 212
It was made plain by SA Brcwelrles! (ciSzﬁ)
that the acquisition of control of Placor was
Just the first step in the takeover of Plate
G}ass & Shatterprufe Industries (PGSI)
It’s now clear why a group the size of SAB
was brought nto the deal — PGSI needed
about R900m of additional equity
| As expected, SARB blans to buy out minor-
tzes 1 pyramid Placor and has announced a
rights issue for PGSI In a somewhat unex-
pected development, however, SAB has an-
nounced 1ts subsidiary Afcol will sell 1ts
effective 24% shareholding in board many-
facturer PG Bison to PGSI. Market specula-
tron was that Afcol would buy PGSI’s haif of
PG Bison, allowng 1t to focus on glass
SAB argues that PG Bison is a non-man-
aged, equity accounted Investment for Afcol
and the sale of the stake, which wiil realise
R95m, will enable 3t to strengthen 1ts man-
aged furniture manufacturing business,
Placor no longer serves any purpose as it
was simply a mechanism which allowed the
Lubner and Brod;e families to mamtain joint
control of PGSI with Liberty Life, Under 2

FOX 24
scheme of arrangement, SAB will offer one | the year to March are expecteq (0 be well
convertible preference share for every two | down It will take more than SAB’s financial
Placor shares held by minorities SAB’s an- | muscle to put them back on a growth path
nouncement points out the shares are being | Stephen Cranston
swapped at almost identical market value J______ - —
but the convertibles would have offered 45%
more dividend income than two Placor ordi-
naries
As announced two weeks ago, SAB 15 also
issuing convertible shares worth R525m to
finance the takeover of Pilkungton Plc's
48,4% interest 1n Glass SA When the exer-
cise 15 completed, about 20m SAB converti- |
bles, which will be traded on the JSE, will be
1ssued with an expected market value of
about R1bn |
It does not stop there In a rights offer,
PGSI plans to raise R354m, Of this, R210m
has been earmarked for overseas operations: |
the rest 1s to repay debt PGSI 1s 1ssuing new
shares at R43 apiece, 2 20% discount on the
market price of R54,50 SAB will follow its
rights, adding a further R200m to 1ts bill for
the exercise. It will then hold an effective
67% of PGSI !
PGS] 1s 1ssuing 1ts own convertibles to
Afcol for its share of PG Bison Standard
Merchant Bank has placed these with 1nsti-
tutions. PGSI will then have a 72% interest
in PG Bison, Mond: still holds 24% |
The deals would have increased PGSI’s
EPS 1n the 12 months to September 1991 by |
10,5% to 409¢c a share and Afcol’s by 5,1% to
124¢ They would have increased PGSJ’s
NAYV just 2,2% to R18,72 but Afcol’s by
22,2% to R12,59 Shareholders are assured
the transactions will have “beneficial finap-
cial effects” on SAB But PGSTI’s results for
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PGSI announces details
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2
PLATE Glass and Sha erprufe Industries
(PGSI) today announced details of 1ts
rights offer to raise R354m to mncrease the
equity base of 1ts offshore operations and
refinance local borrowings
In terms of the offer, PGSI will 1ssue 8,2-
mullionShares at R43 a share in the ratio of
50 ordmary shares for every 100 shares
held
About R210m will be used to recapitalise
PGSPs international operations and enable
it to take advantage of international
growth opportumties
The balance will be used to reduce local
borrowings In the short term
According to the announcement, rights
of 41-mullion ordinary shares would ac-
orue to PGSI’s holding company Placor
and 1ts wholly owned subsidiary in terms
of the offer SAB would take up Placor’s
entitlernents, and the subsidiary would be
subscribed for
The balance of the offer would be under-
written by UAL
SAB had sub-underwritten 50% of the
underwriting commitment

s R354m rights gffer

MARCIA KLEIN

Analysts said 1t was likely the offer
would be fully subscribed, as 1t was at an
attractive discount — the share closed at
R53,50 yesterday

They believed SAB's commitment 1n
terms of the offer would be financed either
by loans or by the issue of convertible
preference shares

SAB's mnvesiment mn PGSI and Pilking-
ton plc was currently R1,2bn

However, analysts said this was mostly
financed through convertible preference
shares, using highly priced paper This
meant there would be no dilution to SAB’s
earmings 1nifially, and SAB would only
have to pay the interest on the preference
shares

Analysts said the Afcol deal, 1n which it
sold 1ts mterest m P G Bison to PGSI for
R95m, would benefit Afcol m the short
ferm

They said P G Bison was better suited to
the PGSI business, and helieved that Afcol
would use the money to reduce 1ts debt
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PLATE Glass lost
some of its short-term
polish on the announce-
ment this week that 1t
1s to raise R354-million
1n a rights 1ssue.

PGSI will offer mem-
bers 50 shares for every
100 held at a price of R43
-— a tempting 20% below

the market price before

the announcement
Chief executive Ronnie

‘| Lubner defends the group

which has been under pres-
sure for several years largely

‘| because of the development

o 5 -1 F 3 A3

& 37 A %

of business outside South
Africa 1n glass and wood

All the foreign wood bus:-
nesses have been sold. The
foreign glass operations have
been concentrated on the
automobile market

T x r = +
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PGSI has met with mixed
success The business 1n Eng-
land 15 a wnner, making
about £17-muillion before tax
this year Benelux 18 doing

J reasonably well and Ger-
'l many should break even next

year France, Italy and Por-

tugal are still fledglings

But there are doubts about
how long the group can con-
tinue to support 1ts American

losers

They were started from
scrateh and early losses were
expected But in the first half
of the current year to March,
the American arm lost $3-
milhon and 1s expected to
lose even more 1n the second
half
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Mr Lubner says “We have
been i America for fewer
than four years The main
problem 1s the recession We
went the grass-roots path be-
cause 1t was too expensive to
buy out every mom-and-pop-
type store

“Our business 1s in replace-
ment glass for vehicles and
we are {rymg to t1e in wath 1n-
surers We offer a centralised
nationwide service in Amer:-
ca with our network of 130
branches and 1 100 agents

“This 1s an efficient service
and 1t cuts out the potential
for fraudulent claims, but it
incorporates high fixed over-
heads

“Because of the recession,
people are deferring the re-
lacement of windshields
ey are reluctant to pay the
first $100 excess Consequent-
ly, sdles have not been hgh

R —

SUNDAY TIMES, Business Times, February 23, 1992

H;to clear
mess

- AFTER THE TAKE OVER - -

Other
PGS
interests

Glass
- SA

;¥ PoSts Inermation operations

enough to cover the operat-
Ingcosts ™ *

The rights 1ssue will enable
PGSI to increase the equity
base of its foreign operations
by R210-million as well as to
refinance certain domestic
borrowings America will get
a fair whack. -

SA Breweries recently
bought 12,1-ymlhion ordinary
shares in Placor, the pyra-
md holding company of
PGSI The seller was a con-
sortinm, of the Lubner and
Brodie familjes and Libert
Lle - .

SA Brews 1ssued one con-
vertible preference share
paying 255¢ dividend a year
for every two Placor shares
The deal was worth more
than R350-milhion In centrol
of 54,6% of Placor, SA Brews

Simultaneously with the
change of control, PGSI
bought 484% of Glass SA,
effective from March 31, to
add to 1ts own ssmlar hold-
ing The seller was Pilking-
ton plc 1n a deal valued at
R525-million. PGSI aims to'
buy the outstanding 3% of
Glass SA from Old Mutual

A matchbox ecalculation
shows that SA Brews valued
the whole of PGSI at R1,2-bil-
lion compared with the mar-
ket camtahsation of R900-
mullion If the 48% of Glass
SA it held then was valued at
R525-mullion and half of B:-
son at R200-mi1llon, SA
Brews valued PGSI's 807 of
Belron and its other African
interests at more than R500-
million.

PGSI is also buying Afcol’s
24% stake in PG Bison, held
under the name Spankor
Afcol gets R95-mmilion cash
and PGSI will own 72% of PG

Bison.
Wednesday’s announce-

ment says PGSFs markets
continue to be severely af-
fected both here and abroad
and the earmings for the
second half to March 31 are
expected {o be well down on
the interims '

The earmngs record has
been less than brilhant — mn
1987 PGSI made 305c a share,
rising to 483c¢ 1n 1989, but re-
treating to 409c 1n 1881 with
worse to come this year The
dividend has been held at
222¢ for three years

now seeks to take out the mm- Mr Lubner says “With
nority on the same terms Pilkington as a major share-
’ = s - e o

RONNIE LUBNER, Sure,

made some mistakes
holder 1n Glass SA there we:
two parties both with neg
tive control Now we w
have full control

“This gives us flexibih
over approach, dividend
cy, products and market
Before, we could not sell o
glass to our UK operatio:
because of sanctions and t)
territonial prerogative of o1
British partner Now we w1
be able {o compete muc
harder 1n exports

Mr Lubner says PGSI
not m a fashion busines
When SA gets around ¢
building the houses, schoo
and hospitals it needs, tl
group’s products will enjc
high demand

He says SA Brews unde
took an exacting due-dil
gence exercise before buyin
Placor -

Investors are quick t
point fingers when comr
panies come short abroac
PGSI has succeeded 1in Enf
land and 15 meeting wit
various degrees of succes
elsewhere

“Anyone who says he hz
pever made a mistake shoul
be fired,” says Mr Lubne:
‘Sure we made mustakes 1
America, but we are learmn
from them The trickisnott
make the same mistak
again” |
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By ROBIN PEGLER

THE underlying factors
in the withdrawal from
South Africa by two
foreign companies, and
possibly a third, are busi-
ness and not political con-
siderations. )

UK pglass manufacturer
Pilkington has sold 1ts SA 1n-
terests to Plate Glass, its
partner 1n Glass SA.

The controlling sharehold-
ers of Everite i SA have put
their stake 1n the cumpan{.up
for tender. The highest bid-
der 1s Group Five

Blue Circle and Murray &
Roberts have 1ssued a joint
announcement. It 1s believed
that discussions are taking
place about Blue Cirele’s UK
parent selling its 42,3% stake
to M&R, which has 42,3% and
first refusal to buy

Patrick Furlong, manag-
ing director of Pilkington SA,
says the UK parent 1s pressed
for eash 1n a worldwide con-
text and needs to reduce s
debt,

It has to decide where to
concentrate its man efforts

The geographical areas it
‘h“m

SA a bridge

E freezes p

“ves (ADE) will freeze the

orel

wishes to concentrate on are
Europe, North and South
America and the Pacific

SA 18 1solated geograph:-
cally and does not feature 1n
Blue Circle UK’s main activi-
ties Because results of the
subsidiary have been good, it
is able to command a favour-
able price

There 18 regret at having to
sell because Pilkington start-
ed to export to SA more than
100 years ago It has been
manufacturing here since
shortly before the Second
World War

Pitkington’s mannfactur-
Ing and the Plate Glass trad-
ing interests were merged in

1983
An analyst for a London

broker gives a somewhat

. (hiferent picture for Blue

Circle’s UK parent. He says
debt 18 18 mot a problem,
standimg at a comfortable

Ice
159

ce of all its

thig year,

wayshvtﬁﬁaﬂt since July 1999, prices
percentgge points be-
1 laﬁ L

“ngine represent-
~d of the year

100

34% of equty However, the
SA company 1s not a subsid-
iary but a joint venture with
M&R The UK parent prefers
to be 1n a position where 1t
can control cash flow rather
than merely receive divi-
dends

Polhtical considerations do
not weigh heavily with Blue
Circle UK because its oper-
ations have survived 1n coun-
fries which were far worse
politically than SA. It 18 pos-
sible to live with such uncer-
tainty if the domestic man-
agement 18 good

SA 18 not a core area for
Blue Circle 1In terms of
worldwide group strategy
All 1n all, there 1s a case for
the UK parent to sell its SA
interests — even if it 1S not so
strong as 1t 18 for Pilkington.

Nueva, holding company of
Everite, 15 in a different poss-
fion, according to Evente
managing director George
Thomas

Nueva 1s controlled by the
Swiss Schmidheiny farmly,
which established large
cement and asbestos cement
factories 1n many countries

In the past few years the
empire has been divided be-
tween two brothers

Stefan Sechmidheiny inher-
ited Nueva, but he decided
that any ecologically doubt-
ful investment was more
suitable for a corporation
than for an individual who
mght be vulnerable to criti-
cism by ecologists
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Asbestos’ bad reputation
as a health hazard 1s not en-%;
tirely deserved. About 30:
years ago the dangers were
not appreciated It takes:
many years hefore illnesses’
mamfest themselves They
became apparent only 1n the‘F
late 1960s, resulting i huge™
clamms for compensation £

Now that its potential dan-, '
gers are recognised, asbestos -
has been made safe both for -
workers and users, provided -

TR

that the guidelines are strict-,
ly followed. %_

" f
Stigma g

Nevertheless, 1t 18 likely to |
be many years before asbes-;
tos loses its stigma :

SA’s geographical position
1s likely to detract to some i
extent from any appeal |
which this country mught oth-
:Emse have for maltination-
This factor wll prat:u‘.babvly,ri'i
deter investment m SA unless

the foreign company cob- {

cerned 18 looking for a
springboard mto Africa




COMPANIES p
Gypsum hit by closure of mine |
GYPSUM Industries increased sales m the E___EEE]
a1x months to December 1991 but was af- e

fectéd by the start-up costs of a factory in sales ncreased even though the company’s
principal market — the house building sec-

Brakpan, interest charges he closure
@%EK@? tor — remained 1n a mld decline Oper-

of 1ts Kimberley mine
As a result, the first half’s earmngs ne- ations had also been affected by the dechn-

fore extraordinary 1tems shipped to R6,9m  1ng quahty of raw materials from the
from R7.7m 1n the same period n 1990 Kimberley mine which was later closed
Turnover wmcreased from RB9m to The company’s financial year end 1s fo

R100,7m while operating mcome chn:$ed change to March 31 this year and, mn the
00 to

from R154mito R16,6m ol final three months of the present financial
Interest paid shot up from R4100 period, the board expects earningsto fall
R3,3m becaiise of capital mvested in the The directors could not be contacted for
Brakpan.iactory In the same period last further comment yesterday

ear an extraprdmary item u[ was The first half’s earnings dropped to 83c a

y 1 | &
written off iW“’l 211 %)L _ share from 94c and tle nterim dividend
The directors reported yesterday that  has been maintained unchanged at 20¢
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ABOUT  1,5-million
Corobrick Transvaal clay
bricks are being used for
the new R75-mullion par-
liament building 1n
Mmabatho, capital of
Bophuthatswana.

. The project, designed by
the architects Bnitz,
Scholes, Abromowitz, Du
Toit and Hoffee, comprise
a 8 963sq m parilament
building, a 7 800sq m su-
preme court, a 960sq m
building for the depariment
of justice and health and a
4 880sq m buldng for the
department of population
development. -

Architect i charge of
supervision Mr David
Mclver said “Corobnck
bricks are being used for all
of the bnldings except for
the department of popula-
tion to set it apart from the
rest of the complex and to
give unity to the civic spine
of the parlrament

<y (15
bricks-
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Blue Circle feels the pinch

Finance Staff ‘ “15

Cement group Blue Circle man-
aged a slight increase 1p earn-
INES In financial 1991 despite the

depressed market for its pro-
duct S 7. zgf’iﬁ r

Turnover fell by 31 percent
to R752 million (R776 million)
during the year and a squeeze
on profit margins left operating
Income lower at R111,6 million
(R118,9 million)

Finance charges, which m-
proved to an mnterest inflow of

R4866 000 trom the 1990 payment
of R6,92 million, lifted net 1n-
come for the year by 2,2 percent
to R80,3 million (R78,57 million)
-— equlvalent to earmngs per
share of 291 5¢ (285,2¢)

An unchanged final dividend
of 70c a share boosted the total
dividend for the year to 125¢
{115c)

Murray and Roberts 1S cur-
rently negotiating to double jts
existing 42,3 percent stake 1n

Blue Circle Ple

M__

Blue Crrele through an offer .to
the group’s UK parent company ’

Tm—
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SAB’s biggesi-ever__!)i]e

Acquisition of control of Plate Glass & Shat-
terprufe Industries (PGSI) 18 SA Brewer-
ies’ largest diversification Even 1n real
terms, the R1,4bn price matches what it paid
for Edgars 10 years ago SAB has acquired a
group that will report earnings for the year to
March well below the 1989 peak, on an

78 » FINANCIAL MAIL « FEBRUARY » 28 » 1992

earnings multiple of about 14,

SAB will pay R60m a year in pref divi-
dends to service the convertibles it has 1ssued
for the purchase Imtially, the premunm on
the ordinary dividend will cost about R30m,
but 1t will decline as the pref dividend 1s fixed
at 255¢

Notionally, the enlarged PGSI would have
made R 150m 1n the year to September 1991.
SAB will pay its first dividend for the six
months to September 1992, and expects this
to be more than covered by pref and ordinary
dividends from PGSL

Of course, SAB 1s buying future, not past,
earnings Says PGSI chairman Ronnie
Lubner “They didn’t buy control just be-
cause they think I’'m a mice guy. We pre-
sented a business plan which showed that we
can achieve real growth in the glass and
chipboard markets 1n the region, and the
automotive glass market abroad.”

SAB strategic planning director Malcoim
Wyman says PGSI’s recent track record has
not been great but has four underlying busi-
nesses which have performed well’ Glass SA,
PG Bison, PG Industries 1n Zimbabwe and
the automotive glass repair networks 1n
Europe. Foreign wood interests, which made
substantial Josses, have been sold.

SAB says it will not tamper with the
management team or company culture. As it
happens, Lubner says he feels comfortable
and compatible with SAB chairman Meyer
Kahn’s management style. SAB will take
four places on the board but otherwise let
Lubner run the show as before.

Wyman says SAB is satisfied with PGSI’s
strategic plan to make foretgn lossmakers
profitable. Networks in France, Germany
and Italy are still making operating losses
but moving out of the developmental stage.
The more established UK and Benelux net-
works are profitable and Lubner 1s confident
that the formula can be repeated

Unfortunately, he has been unable to off-
set profits from Autoglass UK, that pays full
tax, against losses on the Continent. PGSI’s
overseas operations have been recapitahised
by R210m, that will largely go into strength-
emng the European networks.

Australia’s O’Brien Glass is battling with
the worst recession there since the Thirties
but has contained losses since it swapped 1ts
commercial building glass for Pilkington
Australia’s replacement windscreen and con-
sumer building glass operations.

Lubner admts that the US operation,
Windshields America, needs further correc-
tive action. It lost US$8,1lm 1n the past
financial year and insurance companies have
increased the excess on windscreens.

Lubner is guarded on Windshields Amer:-
ca’s fate but his main options must be to
dispose of 1t or merge with a competitor

Local operations already have dominant
market shares, so most of their growth will
be organic. Wyman says SAB had targeted
busmesses that will benefit from the growth

| in spending power of the mass (mainly

— —

black) market Glass and chipboard feeds
into the building industry, which 1s expected '

to take off, thanks to urbanisation
Wyman says PGSI wiil be the main pillar
of the diversified manufacturing division,
that mcludes Da Gama, Lion Match and
furniture maker Afcol Stephen Cranston
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Building up Boum

News that Saficon In}restments intends to
acquire control of building supplies Sroup
Boumat cOmes as Lttle surprise The motor
vehicle distributor already holds 32% of Bou-
mat and has been closely associated with it

since it was created in 1969

Last June, Saficon chairman Sidney Bor-
sook revealed 1n the annual report that Safi-
con intended becoming more active 1n maf-
aging Boumat after chairman and founder
Irvine Brittan retires. Borsook, now deputy
chasrman, will succeed Brittan m April

Boumat shareholders will probably wel-
come the move as a sign of Saficon’s long-
term confidence. The weak state of the buld-
tng dustry has slashed Boumat’s EPS from
110c three years ago to 7,4c last year.
Though 1t has shown some recovery 1n the
first half of this year, Saficon may well at
times have harboured doubts about the wis-
dom of 1ts mvestment.

Terms of the transaction, which involves
issuing 4,7m new Saficon shares and 1,3m 1n
Saficon parent Saker’s Finance & Invest-
ment, appear reasonable

Saficon’s wholly-owned Saficon Industrial
Holdings (SIH) has acquired from Sanlam
5% of Boumat’s equity (1,3m shares) — 27%
of Sanlam’s holding Sanlam will recetve 12
Saficon shares and six Saker’s for every 27
Boumat and SIH 1s offering other sharehold-
ers the opportunity to part with 27% of thesr
holdings on the same terms

At the time of the announcement last
week, when Boumat was around 440c, the
offer was a slight premium to the market.

To secure Saficon a controlling interest,
SIH will invite Boumat shareholders to ten-
der all or part of their remammng shares on
the same terms Additional shares will be
accepted pro rata Sanlam has already
agreed, if necessary, to part with all 1ts
remaimng Boumat shares.

Depending on minorities’ response the
transaction will give Saficon between 47%-
51% of Boumat's equity Management 15
confident the additional shares will not di-
iute EPS at Saficon or Saker’s

As Saficon and Boumat operate in very
dissimilar markets, potentiat benefits will,
mitially at least, be at corporate level Bor-
sook says the two have already been working
together to define shori-term strategies for
Boumat and this will stretch to longer-term
planning He adds that there are no plans to
provide Boumat with additional funding,

Consolidating Boumat (previously equity-
accounted) will have little effect on Saficon’s
net worth However, borrowings will climb
as a result of Boumat’s lngh non-interest-
bearing debt Borsook expects this to be
brought back in line within three years

Simon Cashmore
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Blue Circle improved earmngs slightly and . -
declared higher dividends n spite of de-  to R752m when compared with the same

pressed trading conditions which saw sales ~ period last year, pre-tax Income was un-
fall during the year to December 1991 changed at R112m Finance charges came

Although turnover slipped from R776m to R446 000 compared with interest re-
cerved of R7m 1n 1990 Taxation mncreased

"

Blue Circle A from R32,23m to R35,4m Income attribut-
5 able to outside shareholders’ interests fell

e Y
? Eamngs i \%ﬁ;ﬁ from R11,7m to R7m while imcome from
 Dividend ¥ fﬁjﬁ:ﬁ assoclate companies improved marginally
% | per share g Mot from R10,4m to R10,7m
(cents) 329,8 © ennid Extraordmnary losses of R1,6m were de-
305,5 7™ 0g5,2291,5 clared against an extraordinary incomne-of
| - e BTN R2,5m last year Blue Circle director Peter
201 ] } Kett attributed the losses to numerous
T items of which losses on the sale of proper-
ey L : ties was the biggest
31 Kett said finance charges of R446 000
, were paid because Biue Circle had run up
borrowings after resuming 1ts capitai ex-
penditure programme Borrowings In-
creased from R23,3m to R26,9m
Kett said the resumed capital expendi-
ture programme was an indication of the

O To Page 2
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company’s confidence i the country’s dent of an economc upturn
future Blue Circle established a R55m Earlier this week an announcement con-
depot at Kaalfontein near Kempton Park  firmed reports about negotiations between
during the year It was also establishing a, . UK-based Blue Circle ple and Murray &
new clinker processing facility atdts Lich-t4 Roberts (M & R) for the acqusition of a
tenberg plant, said Kett. ! 1!,*‘, My 42 39, stake m'que Circle SAby M& R

! Blue Circle’s earnings i

In 1991 total cement demand fell 6,75% 285.2¢c 1n 1990 to 291,5cgsar;lfa&rfllgnh§93;{r1mn
25;1;:{} tla'ls Il‘tl;le"-’lﬂus '?'ear which Kett de-  ynchanged final dividend of 70c a share
Serived F—ig Bﬂ;n muation of falling  was declared which together with the 1mn-
nd since The cement market  terim dividend of 55¢ resulted 1n the total

had declined by a fifth after peaking in ¢
. 1stribution for the vear of 12 .
mid-1989 However, Kett said lie was confi- er than 1990°s 115¢}; share ¢ to be high
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COMPANIES

Kudu merger talks near conclusion

MERGER negotiations taking place be-
tween Kudu Gramte and Impala Grante
should be concluded one way or another in
the near future, Kudu MD Peet du Toit said
yesterday when presenting the company’s

interim results B{W‘j }313]‘? P

Helped by strong growth in the export
market, trading profit surged to R4,5m
from R691000 on the back of a rise 1
turnover to R27,3m from R152m ({4 3

Kudu reported attributable mcomé of
K2,6m In the six months to December — a
sharp turndround from the loss of R758 000
made 1 the previous’ year.

An mterim dividend of 4c¢ a share, the
first since 1990, has been declared on earn-

WILLIAM GILFILLAN |

Ings a share of 13,1c A loss of 3,9¢c was
made 1n the comparable period m 1990

Du Toit said higher volumes had ac-
counted for the rise in turnover despite the
closure of its Belfast quarries

About 98% of Kuduw’s output 1s exported
to the Far East and Kurope

Referring to the merger, Du Toit said
talks with Impala Granite had been amica-
ble “For both parties it makes a lot of
sense to get together Impala 18 strong in
the Belfast Black market whereas Kudu's
strengths lie 1n 1ts Rustenburg grey quar-
ries and its substantial reserves of the
African red type”

" i — -
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ANGLOVAAL Group, through its hsted n-
dustrial company Anglovaal Industries
(AVI), had increased its investment 1n
cement company Anglo-Alpha to 19,5%,
AVI executive director Richard Savage
confirmed yesterday

The announcement comcides with the
release of the group’s interim results to
end-December which reflect a 6% rise 1n
attributabte profit to R143m

In terms of the cement deal, AVI 1s
acquiring 35,6% of Holderbank Financiere
Glaris’s (HFG’s) unhsted subsidiary Altur
Investments, which will hold 54,8% of
Anglo-Alpha once all the transactions have
been completed At present, Altur has
12.4% of Anglo-Alpha Altur’s interest will
be hited by acquring the Anglo-Alpha
shares held by Anglovaal and HFG

The.deal, valued at R320m, will see no
cash changing hands

Savage said AVI had paid HFG R145m

——

[ seals ce'n@t deal

MEREDITH JENSEN

by 1ssuing AVI shares to obtain an 11,4%
mterest in Anglo-Alpha AVI will 1ssue
799 937 of 1ts own shares (worth about
R103m) to parent Anglovaal in exchange
for Anglovaal’s 245-million shares 1n
Angiu-Alpha

The Anglo-Alpha shares and Holder-
bank’s direct holding i the cement com-
pany will be mjected into Altur As a re-
sult, Altur's stake in Anglo-Alpha wiil rise
to 54.8% A further leg of the transaction
involves AVI's offer to acqure Altur’s mi-
norities 1 a share swap worth about R70m
If that i1s agreed, AVI will end up owning
45 6% of Altur and HVI the majority 53,4%
shareholding -

In a secondary: deal, Anglovaal 1s to
transfer 1ts holdmngs of 1961 000 Consol
shares.to AVI i exchange for about 508 000

1 To Page 2
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AVI shares This will allow the

Eetam a 60% interest 1 1ts mdustl:'?;le g:'I:lﬂ
nﬁ; Iﬁ nlt:; uftﬁntyuu can pick up an invest-

€ that with

hands,” Savage said 0 cash changing
) Savage said AVI was expanding 1nto the
high growth” cement business n anticipa-

tion of changes in government spending

patlerns “We believe that government

will have to buiid more schools, hosptals

and houses We foresee a shift 1n the infra-

structure ”

He added that expansion could extend
throughout southern Africa “AVI has a
centracting company 1n Zimbabwe, so we
are aag:kre of the cement shortages there ”

3
He salyg: cement companies in SA were

underuu? v X

2, . @ See Page 14
¥ oy

——— .

N

[
1-{ an- % #‘.

PO )

Lb"—"lll.



—_-"-"'"-l---"

: &
LEADING ARTICLES

MURRAY & ROBERTS

Fn b3

Quite a mouihful

@@ (1)

The new-look M&R may seem sated — but the acquisitions were inevitable

SATL [T Businesses in the con-
ygxsg structton and engi-
% neering  world have
AW, sl been salivating at the
A oWl rich pickings  which
Pidwl Sankorp has offered
AR to Murray & Roberts
s over the past six
1*32 months or so
Along with Mal-
bak, M&R has been the principal beneficia-
ry of the streamhming of Sankorp’s assets
after the dismemberment of its troublesome
subsidiary Federale Volksbeleggings.
Sankorp proclaims great faith in the abili-
ty of M&R CE Dave Brink to “add value™ to
its businesses M &R has been positioned as a
holding company specialising 1n businesses
linked to the fixed investment cycle, primari-
ly in construction and engineering
M&R’s acquisition spree from Sankorp
began when 1t bought a large chunk of Uni-
trans, the Sankorp stable’s road transport
business, in April It picked up the pace n
the spring with the acquisition of Darhing &

Hodgson (D&H) and 38% of Standard
Engineering

The Malbak deals led to a 43% increase in
M &R’s 1ssued shares and market capitalisa-
tion grew by R900m, but 1t 18 not the end of
the process M&R 1s now finalising the pur-
chase of the rest of Blue Circle from Blue
Circle Plc and minorities and the acquisition
of Firestone from Fedvolks

Sankorp believes D&H and Firestone fit
more logically into an engineering-orientat-
ed group such as M&R than into Malbak,
which 1s developing a consumer orientation,
or than Fedvolks, which now concentrates on
services They will be part of a powerful,
well-rated group

For M&R to take control of Blue Circle,
one of SA’s three major cement producers,
looks logical But it 1s also acquiring a var-
ety of engineering businesses and becoming a
major force in trucks and tyres

M &R’s investment policy, as described 1n
the annual report, 1s to *acquire or establish
businesses which have related technology or
markets and which add value to M&R’s
activities

This 1s broad enough to justify a wide
range of acquisitions Technology used to
make chocolate bars, or to can peaches,
might also be simular to that used elsewhere
in M&R’s 100-odd operating businesses But
so far, M&R has avoided sectors in which
technology 15 secondary to marketing and
distribution — such as food, beverages and
retaiing

But commercial director Jeremy Ractliffe
says M&R’s management skills are relevant
to tyres and road transport M&R 1s strong

] 1n origmal equipment motor components

with its automotive foundries, but 1t 1s not
strongly represented 1n the replacement mar-
ket, which 1s more of a consumer marketing
business

M &R does not pretend to be able to offer
consumer marketing skills But Racthffe ar-
gues that Firestone 1s essentially an apphed
engineering business, which has technology
related to M&R Sankorp CE Marinus Dal-
ing agrees that Firestone 1s engineering-in-
tensive and much of 1ts effort 1s st1ll focused
on the original equipment market, 1n which
M&R 1s already strong

Little information 1s available about the
motor components companies In Federale’s
last annual report as a listed company, for
the year to March 1990, the division turned
over R527m and had an attributable income
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of R14,5m But the division’s profitability
was then being dragged down by the loss-
making tractor division, Fedmech

Fedvolks MD Peet van der Walt says
Firestone, Gabriel and Trichamp are all pro-
fitable and that the replacement market
tends to be more lucrative than the original
equipment market

The price of the deal has not been re-
vealed, but M&R refused to buy the division
when Sankorp offered 1t 1n November Says
Brink *“We've had a good relationship with
Sankorp, which stood by us in the bad times,
but we would not expect them to foist under-
performing assets on to us, any more than
they would give businesses away to us ”

The deal adds uncertainty to M&R’s pro-
fitability, whatever the price tag turns out to
be M&R will be buying Firestone at a time
when the tyre industry 1s increasingly threat-
ened by imports and needs to adapt to a less
protected environment Import quotas have
been reintroduced for the year — but only as
a temporary measure

Says Brink “SA cannot, in the long term,
support four tyre manufacturers, each carry-
ing a vast product range We realise the
industry needs to become more competitive
and efficient It needs state-of-the-art qual-
ity and technology, which we’ll be able to
help them with from our wide experience of
engineering ’ M&R might have to brace
itself for a bitter price war 1if over-capacity
remains

A less risky, though still unusual nvest-
ment, has been the foray into road transport
During the past year, M&R acquired an
effective 80% holding 1in Unitrans, the
largest road transport company in SA Ract-
hffe argues that this fits well into the land,
sea and air services division, which hires out
helicopters and cranes He says that M & R
itself already has a bigger fleet of cars and
hght commercial vehicles than Avis

Brink says M&R knows and understands
the transport business Also, Unitrans was
carrying many of the group’s own products
M&R’s two existing transport operations,
Much and Tankfreight, were sold to Um-
trans

These acquisitions beg the question of
whether management has overreached 1tself
Though Brink takes final responsibility for
all operations, he does not try to second-
guess operating management M&R does
not provide financial guarantees for 1ts oper-
ating compames, which are self-suffictent

M & R’s investment in GBS, which distrib-
uted Wang personal computers, was not a
success, so the company was hquidated Only
this week, after the sale of Crown to Bidvest
was announced, “major irregulanties’” were
discovered Was M&R too busy to monitor

22 » FINANCIAL MAIL « MARCH » 6 » 1992
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these or was 1t sumply misinformed by Crown
management”?

Wang and Crown are isolated examples
against the numerous successes which Brink
has brought to M&R But these problems
can arise when a group moves 1nto a business
which 1t does not understand

So far, the market has not taken much
note of these setbacks It likes what M&R
has achieved to date and has re-rated it
accordingly Brink says M&R would not
have considered 1ssuing shares to fund the
recent purchases if 1ts market rating had
remained at 1990 leveis

M&R would have been reluctant to ab-
sorb all of these compames at once iIf 1t
meant paying cash and pushing its gearing to
100% and beyond For some time M &R was
treated as a second-line share, despite strong
improvements 1 earnings from 1987 on-
wards Earnings have risen each year and
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depth of a recession, when companies operat- ;_ : Elg: & TR

ing 1n the same engineering and construction . 0.80- I

markets are reporung earnings down by as 0805 - -

much as 50% M&R’s EPS for the six | EEE(ENES

months to end-December fell by 2% Accord- " 0,60 -

ing to Ractliffe, on a comparable basis, earn- 1050 T

ings from existing operations were also static
— mmplying the quality of earnings in the
acquisitions 1s simlar ]
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At the end of 1990, M&R’s share stood on
an earmngs multiple of about four and a
dividend yield of 6% The transition to first-
hine status has been made with conviction
Since late 1990, M&R’s market capitahisa-
tion has quadrupled, nising from R700m to
about R3bn The earnings multiple has 1m-
proved to about 12, the dividend yield fell to
2,7% and the share price 1s nudging R60

M&R still has R662m of spare funding
capacity and the forthcoming acquisitions
are likely to mvolve 2 mixture of cash and
shares Gearing has fallen from 22% to 14%
— when R405m goodwill 1s taken out of the
last balance sheet Daling says M&R mught
look undergeared, but the lean balance sheet
gives flexibility and protection from a down-
turn It has not harmed M&R’s rating 1n the
market, which 1s highly suspicious of high
gearing — as seen in the collapse of the FSI
share price

Brink says the Blue Circle and Standard
Engincering acquisitions have made M&R
morc capital-intensive Fixed assets and in-
vestments have increased from R705m to
R1,271bn This will put pressure on M&R’s
returns on capital and equity In the last
financial year, M&R’s return on capital em-
ployed was 32,3%, compared with 17,6% for
D&H and 23,8% for Standard Engineering
— both of which were subjected to asset
sweating in the Maibak sauna There was,
however, less disparity 1n returns on equity
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M&R’s 22.5% was almost identical to Stan-
dard Engineermg’s 22,6% but ahead of Blue

Circle’s 19%
The Blue Circle deal has reduced M&R’s

risk profile. The cement producer 1s almost
ungeared and generates strong cash flows
The cement industry provides somewhat pre-
dictable returns The three local producers
operate a cartel which controls market share
Turnover has been falling 1n the recession —
volumes are down a fifth since 1989 — but
each producer has suffered a comparable
decine.

One advantage of the cartel — to share-
holders, not customers — is that there 15 no
price war So cement has not suffered from
the wild swings 1n profitability which bedevil
other industries linked to the fixed invest-
ment cycle.

Blue Circle’s core cement business was
undoubtedly the first prize in the deal. The
various engmeering nterests of D&H and
Blue Circle will increase M&R market share
of automotive components, minmng equip-
ment and building supphes, though some
rationalisation looks mevitable.

Ultimately, Standard Engineermng should
form part of the division It mncludes one of
the most significant truck component com-
panies 1n the country, Astas, and 1t 15 a major
exporter of rollmg stock (Union Carriage)
and pipes But 38% was all that was on offer
and, unusually, M&R is prepared to live
with joint control with Malbak

M&R accepts that some of 1ts businesses

offer hittle synergy with 1ts main operations
To address this, it has disbanded 1ts industri-

al group, which acted as the muscellaneous
busmesses group for operations which did
not fit into construction, engineerng, supphi-
ers and services or property.

Most of the industrial group businesses
will be transferred to engineering, which 1s mn
danger of looking broad and unfocused.
Businesses which have an uncertain future in
the group will come under direct control of
corporate head office.

M &R Plastics, for example, though pro-
fitable, has invested outside M&R’s exper-
tise into packaging products These would fit
better into a specialised packaging opera-
tron, such as Malbak subsidiary Holdains
M&R has already held preliminary discus-
sions with Holdains CE Ian Willis

Armco, which makes waste disposal unts,
might fall under engineering, or suppliers
and services or be sold

The deal which M&R recently signed
with the Zambian government adds some
interesting opportunities but another kand of
risk. M&R will offer a wide range of con-
tractual services such as bwiding roads and
schools and recommussiomng the country’s
only cement plant.

Brink says a satisfactory financial struc-
ture has been put in place and M&R, as a
contractor, will not accumulate large
amounts of fixed assets Yet to some extent,

it is hostage to the whims of the Zambian
government The present Zambian admim-
stration might be more pragmatic and sym-
pathetic to SA than Kenneth Kaunda’s, but
that work could dry up if the political situa-
tion detertorates 1n either country

But the successful, growing businesses are
likely to outweigh the laggards in future
M&R used to derive the hion’s share oft1ts
income from flagship capital projects and
infrastructural spending such as new roads.
It 1s well-placed to benefit from a revival of
fixed mvestment, but has widened its port-
folio into more steady mncome generators
such as shopping centre development, tank
containers, ship repair services and, most
recently, cement Exports have become a
cornerstone of the busmess, notably in tanks,
motor components and valves

‘The new M&R looks a riskier investment
than the group which existed a year ago But
it would have been impossible to maintain
growth by improving asset management and
expanding existing operations M&R has,
untl] now, managed to avoid an earmngs
collapse 1n bad times and 1t 1s hkely that its
markets are close to the bottom But the risk
of a fall 15 largely discounted in the price

M&R could have achieved a lot better
than a p e of 12 but that remains well below
the average multiple of 17 fo: the mdustriai
holding sector Provided an investor 1s aware
of the potential nsk, the share still offers
value Stephen Cranston
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BLUE CIRCLE F™ 6[3[92
Heavy going /73

Depulty MD Angus Morrison 1s happy with
Blue Circle results for the year to end-De-
cember, even though turnover fell 3%, to
R752m, and net operating income declined
6% He reckons the pleasing aspect 1s that
management was able to contain fixed costs
and limit a profit decline 1n what could have
been a much worse scenario

Trading conditions during the year were
extremely depressed, Morrison says Be-
cause construction materials form the
largest portion of turnover, 1t was expected
the recession would limit sales growth n this
division It came as no surprise that in the
cement division volumes were hampered, as
government cut back infrastructure develop-
ment and the private sector reduced spend-
ing on fixed investment projects

Last week’s announcement confirming ne-
gotiations between Murray & Roberts
(M&R) and Blue Circle Industries Plc
(BCI) for the acqusition of BCI's 42,3%
holding in the local subsidiary 1s a final
development in a relationship between the
two that began in 1989 At that time, the
M&R quarry operations merged with Blue
Circle’s materials division, to form Ready
Mix Materials Blue Circle holds 60% of this
company As M&R already controls 40% of
Blue Circle through Darling & Hodgson, 1t
was a natural development for 1t to seek
control

Pre-tax profit, at R112m, was unchanged

TOUGH SET

Yeor to Dec 31 1990 1991
Turnover {Rm) 776 752
Operating income {Rm) 112 119
Pre-tax ncorme {Rm) 112 112
After-tax income (Rm) 79,8 76,7
Attributable {Rm) 78.6 80,3
Earnings {c) 2825 291,5
Dwvidends (o) . 115 125
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on the previous year because of a R7,4m
swing 1n interest costs This, with a R4,6m
reduction in outside shareholders’ interest,
enabled Blue Circle to end the year with

attributable earmings 2% up, at R30,3m

The share price has chimbed from R16 a
year ago, to R36 now It ywelds 3,5% on
dividend and the earmings multiple s 12,5 1t
15 difficult to justify this rating, given that
EPS growth has been unimpressive over the
past few years and immediate recovery pros-
pects are not good It 1s also notable that
NAV 1s only R16,50, though Morrison
points out the assets have not been revalued
for many years.

The current share price may seem some-
what steep, but the market presumably ex-
pects control will change at a price close to,
or above this level. Gerald Hirshon




Granite trade c, ody formed:

SA’s major gramte producers have set up
regional trade assoctation in a bid to 1m-
prove export sales and co-ordinate local
production and overseas marketing

An 1ndustry source said yesterday Keel-
ey, Kndu, Marlin and unhsted producer
Impala Gramte had formed the Southern
African Granite Association (Saga) on
Monday, to promote SA granite worldwide
and encourage price stability

The move comes after months of specu-
lation that the producers would merge or
consolidate theinr marketing operations
The industry has been rocked since 1990 by
fierce price competition among local pro-
ducers, and was then hit by the Gulf war's
disruption to the granite trade, exacerbat-
ed by the worldwide recession

Shares 1n granite companies have tum-
bled 1 the past year as financial results
have not matched market expectations. .

Saga spokesman and Gepnpii sebio
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established, but talks aimed at doing *s;d' :

were at an advanced stage Saga was so far
made up of SA’s four mamn producers, but
smaller producers had been 1nvited to jou,
and 1t would remain open to new members

Saga’s brief was to improve the cornpef1-
tiveness of SA exports of raw dimension
stone. 1043 1 2/3/

Dale said Saga’s priority would be to co-
ordinate export efforts, of which the estab-
lishment of “orderly marketing to bring
about price stability 1s only one part’ - _

In the short term, the co-ordination of
the transport of granite from quarries to
the coast and 1ts shipment abroad would
bring immediate cost savings

Dale said that, later on, Saga would also
address the 1ssues of local and interational
mimng exploration/and the issueof down-

# stream proce ;nﬁﬁ%‘n&mte Manufactur-

g ventures'could add yglue tiFraw stone

"

manager Tom Dale said lastimghtritiwas

L

premature to say the association had béen- 1 ] ¥o 'Page 2

Granite °" ZBla-

| by as mgh a factor as five tumes

Genmun has a 28,15% a stake 1n Keeley
— and the option to take over management
m five years time on the retirement of
chairman Fred Keeley — while Anglo
American has an interest in German com-
pany Desday, of which Impala is a wholly
owned subsidiary Dale said the question of
the development of granite beneficiation
could he more effectively addressed by co-

(1‘:‘3 ] From Pago 1

operation with the minng houses

Talks begun late last year aimed at a
merger of Keeley, Kuduy, Impala, and Gen-
min’s Transker Pioneer Mining fell
through, but 1t 18 understood Kudu and

Impala are on the verge of merging

The wmdustry source said Saga’s four
members had already introduced interum

miplmum prices
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Msaul mcreased sales of chrys-
olite asbestos durmg the 1991 f-
nancial year, but smaller profit
margms reduced earmngs per
share by 20 percent to 121,9¢
(153c).

However, with sales of amo-
site and crocidolite asbestos stll
dechmng, and 1ts Annandale col-
liery operatmng at a loss, sister

company Gefco’s earnings were |

under greater pressure and
dropped by 66 percent to 8,2¢
(24,4c) per share.

Msauly’s total divadend for the
year was halved to 2b¢ (50¢),
while Gefco passed its final div-
1dend

Chairman Pat Hart forecasts
mmproved earnings for Msaull 1n
1992, but said Gefco would prob-
ably do lhttle more than break
even

Msaulr’s turnover of R78 mul-
| lton was 11 percent up on the pre-

vious year’s R70,2 mlhon, largely
due to a four percent mncrease In
sales volumes and a 7,5 percent
effetive improvement 1n rand m-
come per ton,

With cost increases outstrip-
ping unit mcomes, however,
operating mncome was down to
R8.5 mullion from R12 million

Lower net income and a rise
in capital expenditure to R6 mil-
lion reduced the tax bill to
R569 000 (R2,1 rullion)

The market for Msaulr's chry-
sotile fibre remains firm, and the
company expects to sell its full
production potential at slighily
firmer prices 1n 1992

Gefco's asbestos turnover was
substantially lower at R88 mullion
(R107,5 mallion) because sales of
both 1ts fibre types dechned.

Rationalisation programimes
implemented at the Kuruman
l—and Penge mines resulted mn mn-

dustnal action and further pro-
ductivity losses




ANGLO-ALPHA@

Tax squeez€rcy 3)3)q)

Activities: Makes and distributes cement, other
building materials, mndustrial mnerals, paper
sacks and ready mixed concrete

Control: Holderbank Financiere Glans of Swit-
zerland 36,6%

Chairman: P Byland, MD J G Pretorius
Capita! structure: 30, Tm ords Market capital-
jsation R1,23bn

Share market: Price R41 Yiwelds 3,7% on
dividend, 8,4% on earmngs, pe ratio, 12,
cover, 2,3 12-month high, R43, low, 2 450c¢
Trading volume last quarter, 54 275 shares

Year to Dee 31 ‘88 89 ‘90 91
ST debt {(Rm) 50,3 426 152 456
.T debt (Rm) 80,8 1046 82,2 1372
Debt equity ratio 023 0,11 0,14 0,24
Shareholders interest 0,68 0,82 0,7 0.7
Int & leasing cover 83 104 109 5,6
Return on cap (%) 209 10,7 180 148
Turnover (Rm) 522 625 697 7128
Pre-int profit {Rm} 1656 180 177 149
Pre-int margin (9} 281 27,4 244 19,1
Earmings {(c} 3246 367,3 349,8 34256
Dwvidends (g} g5 116 132 162
Net worth (c) 1893 2069 2155 2289

Angle-Alpha’s cash-flow statement tells the
story Sandwiched between the economic
downturn and a dechning building and con-
struction 1ndustry, it became increasingly
difficult last year for the group to maintain
profitability

Volumes, especially of cement, dipped
That affected the cash available from oper-
ations, which was down by R40,3m, while
the tax payment jumped by R25,7m Asa

W 12]3]9 L

result, cash available from operations was
aimost halved to R75,8m

Performance elsewhere did not detenorate
to the same degree Turnover in the cement
division rose by 7% It accounted for 51% of
group sales, the same as the year before.
Turnover 1n the industrial iterests improved
8,6% to account for 30% of group sales

Turnover 1n the stone division dropped
from R135m to R126m Even so, this divi-
sion’s 16% contnbution to group sales was
down only two pefcentage points from 1990

In terms of divisional contributions to net
income after tax, the swing of R7,5m 1n the
stone division, from a 1990 profit to a loss of
R1m, helped to pull down attributable earn-

- mgs At group level, net operating mcome

declined 19% This was worsened by the cost
of higher borrowings Net finance charges
rose by R7,4m (54%)

In 1990, the tax rate was 36% Had the
1991 year’s tax rate not fallen to 19%, at-
tributable earnings would have been much
worse As 1t was, EPS declined by just 2%,
leaving the impression that the final result,
though not good, was not bad 1n the circum-
stances

But, taking a short-term view, there 1s
little to recommend acquisition of the share
Manufacture of cement 1s, or has been, per-
ceived as a strategic industry which merts
protection of one sort or another For this
reason, 1n 1988 the government, through the
Competition Board, granted SA cement
companies the right to operate as a cartel
Prices are fixed not through market competi-
tion but rather to give shareholders an ade-

quate return
With the downturn more severe and pro-

tracted than expected, 1t 1s understandable

that demand for cement products shrunk as
government spending on infrastructure has

been cut back and growth in private fixed
mvestment 1n the building and construction
sector also declined

Cement producers are unhkely to respond
to falling demand by lowering prices So they
are 1n a dilemma If they maintain prices 1n
this poor economy, volumes will shrink and
so will the bottom line If they reduce prices,
volumes might increase but are unlikely to
rise enough to boost operating income suffi-
ciently to generate real growth in earnings
unt1l the economy 1s well into a revival

To fund capital expenditure, Anglo-Alpha
had to increase total borrowings by 88% to

Anglo-Alpha’s Pretorins
more cash from operations

R183m Capex for 1991 was R107,5m,
against R87,7mn 1990 For the period 1992
to 1996, 1t 1s estimated at R716m in current
money If attributable earnings do not grow
considerably faster between now and 1996
than 1n the past two years, how will the capex
be funded?

Chairman Peter Byland suggests the cash
drain will be offset in financial 1992 by
substantially lower tax payments and that
debt equity will increase only marginally
MD Johan Pretorius adds that cash available
from operations 15 expected to rise meamng-
fully from 1992 onwards The double tax
payment last year for the 199¢ and 193]
years will not be repeated mn 1992 This
explains his optimism

Still, unless cash flow 1s strong enough to

finance capex and reduce borrowings, with
net interest-bearing debt now at R160m,

finance costs will squeeze pre-tax profit
The share does not rate a buy on funda-
mentals at present Until the economy 15 weil
into 1ts recovery, which might take several
years, 1t 15 unlkely that profitability will
return to former levels Techmecal analysis
tends to confirm this A positive aspect 18
that the balance sheet is hkely to remain
strong, provided the cartel continues to exist

and the economy does not get worse
Anglovaal 1s clearly optimistic about long-

term prospects Anglovaal Industries (see

Fox) 15 to increase its stake in Anglo-Alpha
from less than 8% to 19,5% Gerald Hirshon

—_— —




AVI/ANGLO-ALPHA q“g" 20T

Partnership extende

_“

It was always somewhat anomalous that
Anglovaal’s interest Anglo-Alpha was
held directly rather than through Anglovaal
Industries (AVI) One advantage was that 1t
enabled investors to see AVI primarily as a
consumer sector share, as 1t earns the bulk of
1ts income from food and packaging, with a
limited exposure to engineering and con-
struction sectors .

MD Jan Robbertze says AVI has always
held interests in the bullding industry
through 1ts sizeable construction subsidiary,
Grinaker Construction, and it has engineer-
Ing concerns such as steel distributor Trident
and ball bearing distributor Bearing Man
Robbertze has been on the Anglo-Alpha
board for more than a decade

AV1 will be more exposed to construction
now 1t has acquired 19,5% of Angio-Alpha
— compnising Anglovaal’s 8,1% holding and
11,4% from the Swiss controlling sharehold-
| er, Holderbank Financiere Glarss “The or-

“

FOX M 13/3/9 2 |93

gmnal Anglovaal holding would not have been
& major contributor to AVI,” says Rob-
bertze, “but we have welcomed the more
meanngful strategic holding »

AVI does not normally like to invest in
companies 1t does not control, unless 1t thinks
it can acquire contro] later But Anglovaal
has been a partner of Holderbank since
1947, when they merged their cement inter-
ests. Robbertze says the Increased share-
holding should not be interpreted as the first
Step towards a change of control “J t 1s mere-
ly an extension of the partnership,” he says

AVD’s shares and the 29,8% which Hol-
derbank retains will be mjected into unlisted
Altur, which becomes a pyramud

The deal will not make a dent m the AV]
cash pool that accumulated after the rights
1ssue. AVI1s paying R42,50 for each Anglo-
Alpha share. To fund the purchase, it wil]
155ue just under 2m AVI ordmary shares to
Angiovaal and Holderbank, valued at
R249m The shares will be placed with inst:-
tutions AVI will make an offer to Altur
minorities, who hold 5,5% of Anglo-Alpha,
at the same price.

Since there 1s no change of contro] in
Anglo-Alpha, there 1s no offer to Anglo-
Alpha minorities AVI will hold an effective
25% of Anglo-Alpha if all Altur minorities
accept the offer

Anglo-Alpha 1s ap asset-intensive busi-
ness, and 1t would have mcreased AVI's
December interim NAV by almost a tenth,
to R56,82, though 1t will have had no mate-
rial affect on AV] carmngs in the short term

AVI expects Anglo-Alpha’s contribution to
be sigmficant 1n the medum term

Demand for cement products 1s soft If
there 1s a protracted burlding boom the 1n-
dustry will eventually have to consider 1n-
creasing capacity, which would 1nvolve §17e-
able expenditure Robbertze, however, says
he does not expect Anglo-Alphza will iteed to
mvest large sums 1n additional capacity for
at least the next five years
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ASBESTOS producers Gefco and Msaull
reported sharp declimes 1n earnings for the
year to December

A drop 1n asbestos sales at Gefcoledtoa
substantial build-up of unsold stocks which
required funding while lower earnings at
Msauli resulted from narrower profit mar-
gins, chairman Pat Hart said yesterday

Gefoo’s attrbutable mcome plummet-
ted to R2,9m from R8,7m, converting into a
drop in earnings a share to 8,2c from 24,4c
Gefco passed 1ts final dividend, giving a
total for the year of 2,5¢ (8c) a share

Attributable mcome at Msaul1 dropped
to R7,8m from R9,8m which converted into
earmngs of 121,9¢ (1990 153¢) a share A
final divadend of 15¢ a share wWas declared
giving a total of 25¢ (50c) a share,

At Gefco, asbestos turnover dropped to
R3%m from R107,om as a result of lower
export volumes of blue and amosite fibre

Rationalisation at the Kuruman and
Penge munes resulted 1n a “negative labour
relations” climate which contributed to
low productivity and even tighter margins

Hari said there was “hittle or no chance”
of profits bemg made by its ashestos Oper-

: asbest
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Gefco’s results mclude a provision of
R3,3m for losses at 1ts Annandale Colliery

Hart's outlook for coal was more bullish
as he sa)d improvements in plant efficien-
¢y and sales volumes may result m the
operation making a small profit.

Geico also holds 33% of Wsault

As a result of 4% growth volumes and
a 7% 1mprovement m the rand mmcome per
ton, Msaull's turnover rose 11% to R78m

But sharply higher production costs saw
operating mcome decline fo R8,5m (R12m)

ations m 1992
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In just 11 years the Afrl-
ca Glass group (AG) has be-

come South Afriea’s second
largest flat glass company

Founded by Alex Barrell

as a glazier and glass trad-
er, Africa Glass now has 12
local factories These 1n-
clude CIP iamnated safety
and security glass and high
quality mirrors

Africa Glass also sells
float glass produced by PG
Glass, the country’s only
producer, and imported spe-
cials

With about 1000 em-
ployees, Africa Glass cuts
and processes a variety of
glass products from 1ts
Transvaal, Cape and Natal
branches It also cuts and
processes the glass

Twenty percent of the

company’s turnover comes
/

(i
ik
from export to more than 30

COUntries.

AG 18 not 1n competition
with glazing firms, fenestra-
tion fabrication and con-

tracting companies

Says Transvaal MD Jeft
Saville “Our objective Is
rather to expand our basic
manufacturing activities
into added value products
that will be fabricated and
sold to end-users by shopfit-
ters, glass merchants, auto-
motive and furniture manu-
facturers

“There 1s sti]l vast poten-
tial for the use of mirrors in
interior design, particularly
to create the tllusion of
space and to add hight This
will become more impor-
tant as building cosis 1n-
crease and rooms become
smaller.”

And, according to mar-

keting director John Feath-
erstone, 1n keeping with
overseas irends, architects
are designing more flush
glazed bulldings These need
lttle maintenance and are
aesthetlcally pleasing as
they murror their surround-
ing to create eye-catching
effects

Outstanding examples of
this style are Diagonal
Street, JCI headquarters
and 365 West Street

Says Featherstone “This
type of construction 1s made
possible because of the
close association between
the glass industry and ar-
chitectural aluminium man-
ufacturers ”

AG 1s an active member
of the Association of Archi-
tectural Manufacturers of

South Africa (AAMSA) |
which sets and maintains

standards to ensure the
steady growth of glass and
aluminium 1n the bulding
industry

The company has begun
to manufacture security
glass that can withstand as-
sault weapons such as the
omm and the AK-47 In tan-
dem, the company 1s devel-
oping products for the build-
ing, furnifure and auto glass
industries

Says Saville. “We mtend
to remain 1n the forefront of
these developments and 1o
maintain a leading market
position Our flexible pri-
vate company status allows
us to adapt to changing
needs quickly — often a dif-
ficult job for large public
companies

Y
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Gramte producer Marlin yes-
terday reported a 14,6 percent
decline 1n turnover for the six
months to December 1991 to
R50,639 million, despite a 25
percent mcerease 1n sales

The company attributes the
decline 1 turnover to a sharp
drop m sales by its UK subsidi-
ary, which specialises in clad-
ding and gramte instaliations,
because of the recession

Consohdated operating in-
icome was 60 percent lower at
/R3,055 million, compared with
'!Iast year’s R9,697 million

' After taking finance charges
“at R3,345 million (R783 000) and
tax into account, the company
turned in a loss of R290 000 for

e

Marlin falls on stony ground

the half-year. @

An extraordinary write-down
of assets at discontinued opera-
tions amounting to R3,234 mil-
lion and a preference dividend
payment of R302 000 pushed the
loss attributable to ordmary
shareholders up to R4,911 mil-
lion, compared with a profit of
R4,547 milhon made 1 1990

Earnings per share amounted
to a loss of 3,6¢ a share

No dividend has beep {de-
clared

Marlin pyramad company,
Marlin Holdings, as a result of
the loss made by the operating
company, earned no revenue ip
the s1x months under review —
Sapa _
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Production problems

put far

PRODUCTION difficulties at 1ts Bel-
fast quarries and depression in the
European and North Americai con-
struction mndustries plunged Marln
Corporation mto the red in the six
months to December, finance direc-
tor Ian MacMillan said yesterday

The granmte group recorded an ai-
trmibutable loss of R1,3m before ac-
counting for an extraordinary charge
of R3,2m incurred in the closure of a
number of quarries Atinbutable m-
come of R7,7m was recorded during
the previous comparable period No
dividend was declared as a resuit of
the loss of 3,6¢ ‘a share

Despite a 25% increase in grante
block sales, turnover dropped to
R50,6m from R58,3m MacMillan at-
trbuted this to “virtually zero” furn-
over at 1ts UK subsidiary, which
specialised: m cladding and gramte
nstallation activities Marlin's bene-
fie1ation division reported a loss of
ROBO 000 because of this The division
made a R2,5m profit a year earher.

“As a large part of the costs at the
UK operation were accounted for by
labour, we have been able to cut costs
there substantially. But it 1s unlikely
we will dispose of the operation as it
is an ntegral part of the beneficia-
tion operation,” he said

Marlin’s Boschpoort Belfast Black
quarry would be scaled down because
of a stockpile sourced from it Al-
though the granite was high-quality,
4e have encountered difficuities i

Marlin

it

red

ILFILLAN

achieving prices commensurate with
the cost of extraction”.

Growth 1n the Far East’s construc-
tion ndustry largely accounted for
the mmerease 1 gramte block — main-
ly Rustenburg Grey — sales

The extraordinary charge related
to the closure of one of two Parys
Pink grante quarries and the Bitter-
fontein Green guarry. .

Marhn 1s SA’s leading producer of
Belfast Black granite, contributing
about half of total lecal production

The price of Belfast Biack has been
under pressure recently because of
mcreased competition from Zimbab-
wean Epr«::rtilu‘cersﬂ _

The; Gulf war resulted in a sharp
slowdown i the Middle East’s con-
struction ndustry, resulting m a
build up of stocks of Rustenburg Grey
leading to a savage price war.,

However, MD Graham Treagus
said prices were getting back to lev-
els of two years ago, when the mndus-
try was enjoying a boom-

A local gramite trade body, made
up of SA’s four mawn producers, was
formed last week 1 a bid to increase
co-operation and avoid price wars
Although previous attempts to unite
the industry had failed, the presence
major mning groups Anglo Amerl-
can and Genmin had given, the body
greater credibility

‘Jﬁ*qﬂ?—_—_—#
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BLUE Circte chairman
Trevor Coulson forecasts
increased demand for the
group’s cement and materi-
als products mn 1992

“Our engineering divi-
sion 1s also projecting 1m-
proved turnover as a result
of slightly higher exports,
new products and markef
share gains,” says Coulson,

Despite depressed trad-
mg conditions and falling
sales during the year to De-
cember 1991, Blue Circle
has improved earnings
shghtly and declared high-
er dividends

Earnings a share were up
2,3% for the year to 291,5¢
(1990 285,2c), while divi-
dends ncreased 8,7% to
i25¢ (115¢)

These results were
achieved after restructur-
ing and rationalistion costs
of R14,8m in the matenals
division were written off

Capex of R94,8m mclud-
ed a new depot and blend-
Ing plant at Kaalfontemn,
which was commussioned
below budgeted cost.

Work began on a chinker
processing plant, budgeted
to cost R43m

It will be commissioned
by the end of 1992

Cement volumes de-
chned a further 6,2 % dur-
g the year and selling
price Increases were helow
the mflation rate

Turnover shpped from
R776m to R752m when
compared with the same
period last year

el W gkt

Bilue Circle forecasts
gra%!‘?rtd,?mnd in |992
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MICK ELLIN

Pre-tax income was un-
changed at R112m

Blue Circle MD Graham
Hardy said “The cement
division will continue to
concentrate its capital ex-
penditure on improving
storage and distribution
facilities, 1ncreasing
cement milling capacity
and improving product
flexibility |

The matenals division
suffered a 16,7% decline 1n
volumes during the year,
bringing the cumulative re-
duction in volumes during
the past three years to
38,6%. Excluding the non-
recurrmg cost of restruc.
turing and rationahsing,
the materials division
achieved a 16,4% mmprove-
ment 1n operating income

“Activities 1n the mate-
ral division have been con-
centrated 1 areas and
markets where it has lead-
ing positions and sigmfi-
cant growth potential ex-
15ts,” said Hardy

Turnover i the eng-
neering division showed a
9,9% drop. while Yucon
Coil and Paramount traded
at a loss Overall income
for the division was 20,3%
lower than in 1990

Hardy said the need for
high levels of capex in the
engineering division was
unhkely as the division
should continue to maintain
1ts market position

WRITER

* Advertisements

% Brochures

* Radio Commercials
* TV Commercials

* PR Releases

* Concept development

— Contact —
Geoff Roberts at R& F Adverising & Marketing
{011) 803-4253

% Speeches

* Presentations
* Newsletters

* Maiiers

* Creative Invites
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TROUBLED gramite group Marln 1s cur-
rently trading at an 80% discount to net

1ts share price to 55¢

COMPANIES
. Marlin trades at a discount

I WILLIAM GILFILLAN \

cash holdings, and the increase of ahout

asset value after this week’s sharp fagslltj The sharp drop 1n trading mcome, lower

The share plunged 8% after Marln post:
ed bottom-line losses of R4,9m 1n the six
months ended December 1991

Marhn's net asset value stood at 297c a
share on sharehﬂders funds ,%?13 m on
December 31 [ ‘0 319L

Fmance director Tan Macmillan said
yesterday “This discount can happen n
the miming business However, by the same
token, recovery in the industry often re-
suits 1n the share price reflecting a large
premium over net asset value”

In 1ts 1989 heyday Marlin traded at a
large premium, he added

Although 1ts balance sheet at end-De-
cember reflected gearing of about 6%, In-

terest cover for the half year to December
was negative

R13m 1 shori-term interest-mecurring
debt — included under current liabilities
— coniributed to the lack of interest cover

Net fiance charges rose to R3,3m from
R783 000 for the comparable period the
previous year because of the higher short-
term lLiabilities and smaller cash balances

The R13m increase mn short-term debt
resulted from the compulsory redemption
of preference shares September

About R30m of the R59m of current
habilities was 1terest-incurring debt.

When R30m short-term interest-incur-
ring debt 1s included, gearing rises to 28%

Macmillan saild mumng and guarry
rights made up R57m of the R155m of fixed
assets and investments

to Iive wij[;;j

>
SA GOLD producers have accepted that

they have to live with low gold prices in the
short term But the latest plunge prices
will not be grave cause for concern for any
but the most marginal mines, say market
sources

The rand/gold price 1s around R31 400 a
ktlogram — its lowest level since
December

Stmpson McKie analyst Rodney Yald-
wyn said yesterday “gold producers have
come to terms with the low gold price”

Yaldwyn said only the most marginal
muines, particularly those which did not sell
gold forward to protect themselves from
low prices, would be under pressure 1n the
current quarter or the comung June
quarter

He said Gold Fields’ marginal oper-
ations — Doornfonteln, Libanon and
Venterspost — were 1 the toughest posi-
tion because of the mimng house’s aversion
to forward selling Also under pressure
would be Gengold’s West Rand Consolidat-
ed and Anglovaal’'s Loraine

He said the larger gold mines enjoyed
greater flexihility in being able to continue
their cost cutting drives

Yaldwyn believed that the rand/gold
price would soon return R1 600 an ounce
and higher

Of the myriad of factors blamed for the
fall 1n gold prices this week, he said an
mmnportant one was the start of new hedg-
Ing programmes by North American gold

L

producers Once their contracts were In
place, prices could recover

E W Balderson anaiyst Nick Goodwin
said the gold mimng sector, now “in tune
with low gold prices”, would experience a
March quarter sumlar to that of the pre-
vious period, n wiuch the indusiry 1m-
proved 1ts working profit for the fourth
quarter running

He noted that the average rand gold
price this quarter, before forward sales, of
R32 200/kg compared favourably with the
December quarter’s R32,400/kg Forward
sales then boosted average revenue to
R33 500/kg

Goodwin said mines were finding new
ways to cut costs both underground and on
surface, with the installation of more effi-
cient operating systems, careful use of
equipment, pruming the workforce and re-
ducing capital spending devoted to the
maintenance of production

He noted that the billions of rands of new
capital spending on shaft development at
Gengold’s Oryx mne, and by Angio Amer:-
can, was going ahead as planned

Lower general capital spending meant
that if gold prices picked up, many mines
would have developed nadequate ore re-
serves Dividend payments would then
probably suffer as the mines strove to
make up for earlier cutbacks
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M & R doubles
Blue Circle stake

Finance Staf@ ﬂ]b

Murray and Roberts (M&R) has
doubled 1its stake mn cement pro-
ducer Blue Circle by buying the
42,3 percent stake held 1n Blue
Circle by 1ts UK parent group
Blue Circle Industries Ple (BCI)
for R630 milion

In terms of the deal M&R has
acquired 11,66 milhon Blue Cir-
cle shares from BCI for a pur-
chase consideration, which ex-
cludes the rights to an extraor-
dinary Blue Circle divaidend of
R24,30 per share.

BCI will be paid through the
renouncable 1ssue of M&R ordmn-
artes at R54 each Analysts said
yesterday BCI was likely to re-
nounce the shares and they could
be placed with local instititutions.

The offer will be extended to
the minority shareholders Min-
orifies can opt to receive one
M&R share for every Blue Circle
share held or R54 in cash for each
share.

m—




GEFCO/MSAULI F %3192
Seeking insulation |93

With the outlook for asbestos not looking
good, particularly as the international en-
vironmental lobby continues to keep the
pressure on traditional markets, Griqualand
Exploration & Finance (Gefco) 1s maintain-
Ing 1ts effort to diversify towards more
profitable mining activities

Gefco’s results to December 31 show 1t has
not escaped the reduced demand for asbes-
tos, with turnover down 18%, to R87,9m
Income from operations dropped two-thirds,
to around R4m, with EPS down a similar
amount, to 8,2c

Chairman Pat Hart says the drop in amo-
site sales was expected, but particularly dis-
appomting was a fall-off 1n demand for biue
fibre towards the end of 1991, with some
major customers not taking up ndicated
annual tonnages The result has been a sub-
stantial build-up 1n unsold blue fibre stocks
Hart says these will result in further cut-
backs at the Kuruman and Penge mines.
Debt has nearly trebled to R3,7m

This obviously puts cash flow under con-
siderable pressure The final dividend has
been passed, following a haif-year dividend

Gefeo's Hart Sfurther

cutbacks at the mines
S B WY

[

M 202 192

of 2,5¢ f

Sister company Msauh, on the other hand,
with demand for chrysotile fibre remaining
firm, has not been as severely affected Turn-
over advanced 11% to R78m, though operat-
Ing income dropped a third, to R8,5m, main-
ly because umit cost increases outstripped
revenues

EPS of 121,9¢ (1990. 153c) saw the total
dividend halved to 25c, though the directors
say additional production and the promise of
slightly firmer world prices should enable a
better dividend distribution this year

Hart says Gefco’s mam diversification
thrust 1s towards coal, whose sales increased
more than sixfold in financial 1991, to
R4,2m, While still a relatively small part of
Gefco’s business, Hart says that with the
uncertamn outlook for asbestos, coal will be-
come a major new venture. The group 1s
evaluating additional coal activities and has
acquired new coal mining rights 1n the east-
ern Transvaal

Despite the sharp, but all too short, n-
crease 1n the share price 1n October on news
that the US Appeal Court had overturned
the ban on the manufacture of asbestos-
based products — something Hart says will
lead to longer-term stability in the market —
share prices of both companzes have shown a
steady downward trend

At 41c¢, Gefco’s price 1s near 1ts 12-month
low and until better results from diversifica-
tion start coming through, 1t probably won’t
attract many buyers Msault’s price has
climbed sharply on thin volumes this month,
toreach R2, but 1s still way off July’s high of
360c If the world price for asbestos improves
It could warrant a look, but the counter will
remain risky Shaun Harris
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"BEUE Circle 1s expecting a
tdrginal improvement in earn-
mngs in 1992, based on improved
turnover 1n its engineering divi-
sigh, 1mproved operating effi-
ciencies, its strong cash generat-
ing ability and a strong balance
sheet.
This was the forecast of Blue Cir-

¢lé’ chatrman Trevor Coulson In s
1991 chairman’s review released last
week ahead of the change of control
to Murray & Roberts.

~Coulson did not foresee a marked
¥éyival 1 public and private sector
investment spending this year, but he
did expect improved turnover n the
ngmeerng division due to slightly
hgher exports, new products and

IHrlnet share gains

Operating efficiencies were at a

l:gh level and expenses well man-
a

ed while the cost of rationalisation
1'1991 would not recur in 1992, he
aid Coulson described the balance
sheet as strong and the group as a
cash generator
Analysts confirmed that SA’s three
éément companies were good cash
generators because the mndustry’s ex-
¢ess production capacity himted
stope for large capital expenditure
projects Industry production capa-
dity utiisation dropped from 72% 1n
1990 to 6672 in 1991
T_;le propensity to generate large

lue Circle

C

(o4
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Murray & Roberts

and Biue Circle
Share pnces, weekly close
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amounts of cash was described by
analysts as a reason why two of the
three producers recently declared
special dividends Dividends are alse
tax free,

Pretoria Portland Cement de-
clared a special dividend worth
R32m 1n total last year while Blue
Circle declared a special dividend/
capitalisation on Friday along with
the announcement of details of the
change of control

M & R commercial director Jer-
emy Ratchffe said Blue Circle’s abihi-
ty to generate cash would have a
positive impact on M & R’s already
good cash flow

Blue Circle’s special dividend/
capitahsation 1ssue — R11 a share or
the allotment of 44,35 capitalisation
shares for every 100 held — was the
reason M & R’s offer to mnorities
was based on an ex-dividend price of

ects shight
ear ahead

only R24,80 a Blue Circle share in
exchange for the issue of M & R ord1-
nary shares at R54 each

On Friday a Dow-Jones report quo-
ted Blue Circle as saying 1t had sold
its 42.3% stake to M&R for the
equivalent of $70m Next month the
company would also receive 1ts share
of the special dividend which, exclud-
mg commercial and finrand ex-
change control considerations and a
15% non-residents’ shareholders tax,
would amount to about R128m

Blue Circle MD Carl Grim said in
the annual review even though
cement volumes fell about 8,7% {0
14-million tons last year as a result
of depressed trading conditions and
reduced exports to Mozambique, the
industry had reached the bottom of
the building materials demand cycle.

Pent-up demand for housing and
services would begin to flow through
to the cement industry over the next
few years Analysts said Blue Circle
would also benefit from synergles
with M&R such as the industnal
group’s mfrastructural development
plans 1n Zambia

On Friday Blue Circle traded 65¢
lower at R35,85 The share peaked on
March 12 at R37 after 1ts R20 record
low recorded a year earlier

Blue Circle mncreased earnings by
2,2% from 285,2c a share to 291,5¢ a
share m the 1991 financial year I
spite of forecasts that earnings would
remain the same

J




ABOUT 400 workers at Sabnx brick
manufactuning company m Sandfonten,
Pretonia, have been dismissed for taking
part1n last week’s march to protest agamnst
the Budget and Value Added Tax

The workers, all members of the Con-
sttuction and Allied Workers’ Unton, an
affihate of Cosatu, were fired on Wednes-
day

A spokesman for the workers said the
enbre workforce took part 1n the march
from Brown Street to the Union Buldings
in Pretona last Tuesday to protest agamnst

the Budget

“We asked permission from the mana g-
ing director a day before the march He did
not have time to discuss the 1ssue with us
Instead he told us he was a busmessman
selling bricks and had nothing to do with
the march,’” a spokesman said

The cnmpan%rj:lmanagmg director, MrJ
Robertse, could not be reached for com-
ment yesterday His office said several
times that he was at a meeting

The workers’ spokesman said they re-
cerved notices mn their pay shps last Friday
warning them that they had acted illegaily

“The company’s lawyer informed the
entire workforce after a meeting between
management and union shop stewards on
Wednesday that their services would be
terminated from noon that day

“He also told us to come and fetch our
salaries today ™’

The spokesman said they intended hold-
1ng another meeting with management to-
day to have the workers reinstated He said
several recnts from Mozambique had al-
ready been employed since Monday -
Sowetan Reporter




RECYCLING BUILDING MATERIALS

A 2139 L

PROPERTY

Waste not, want not @) ¢

The iden of using discarded building materi-
als — usually stuck away in city dumps and
landfills — for informal-settiement con-
struction 1s gamning support There are few
other ways low- or non-income-earning
blacks can obtain building materals The
property and low-cost housing industries be-
hieve the concept (mooted by the FM) has
merit

Most people 1n areas set aside by provin-

cial administrations for informal settlement
— some serviced,

others not — use plas- WG '
tic and cardboard to & :'jir -
build shacks ¥ e
The Transvaal Pro- *- r*%{:‘h "
vincial Adminmistra- g _odps,, 2 ¢ ; -
tion’s Physical Plan- g ° .
mng & Development  #f - o
Department says 1t |Jes -,
would be keen to rede- py LR

ploy second-hand
building materials It
1s prepared to set
aside delivery areas
from which these
could be distributed

Understandably,
TPA director Jan
Breytenbach has no
qualms about accept-
ing donations from the private sector for
urbamsation His 1991-1992 budget of
R180m 1s intended to provide only rudimen-
tary services hke water and sewerage or
lavatories to the 36 informal communities on
the Witwatersrand He estimates there are
an additional 360 000 farmlies — with 6,2
people per family — waiting for such ser-
viced sites 1n his area

The department’s techmcal inspector,
André Venter, has volunteered to allocate
the delivery sites

Some related problems arnse out of the
suggestion One 1s the cost of transport and
another the ttme hmits imposed on demolish-
ers Concrete has to be removed from the
bricks to make them fit for re-use The cost
of transporting rubble could be as high as
R1,4m from one major site alone, according
to leading demolisher, Wreckers, which 1s
about to implode a Johannesburg city block
to make room for BankCity Auto House on
the corner of Fraser and Jeppe streets, which
takes up half a block, will be levelled on
Sunday It will be followed by Aitkin House
on Apnl 25

Wreckers MD Mike Perkin suggests that
for such jobs — far from informal settle-
ments — unused mine land within Skm of
the CBD could be set aside for further dis-
persal points “Bricks and other materials
could then be cleaned up by the end-users

-t

out of implosion, bricks and work

without the smposition of time limts,” he
points out

Murphy Demolishers’ Dave Murphy says
a clean-up process 1s often not necessary —
as when taking up brick driveways All de-
molishers canvassed — including Express,
which is about to take down the Hyperama
sheds 1n Edenvale — confirm that milhons of
bricks and other re-usable materials are
thrown away in the course of their work
While doors and windows have a ready

-
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second-hand market and are sold on demoli-
tion sites, or to discount building traders,
bricks are dumped into landfiils, at golf
courses or municipal tips

Rand Mine Properties, which owns large
areas of land adjacent to townships and cen-
tral Johannesburg, says it 1s prepared to
discuss the 1dea of using suitable areas as
clean-up sites One obvious concern 1s the
disposal of large chunks of rubble resulting
from imploston and the need to ensure that
only materials suitable for re-use are deliv-
ered to designated sites

The clean-up process could be completed
earlter than dehvery to dispersal sites. The
only person involved in brick recyciing 1s
Thomas Masingt who has run Rixiie Demol-
ishers, of Newtown, Johannesburg, for 22
years Rixile’s demohition work 1s usually on
small sites — his chents include RMP —
where enough time 1s available to clean
bricks These he gets free before processing
and selling them He employs eight women
who can process up to 1000 bricks a day

Masing: comments ‘“Ninety per cent of
my customers are rich whites Blacks are
only now starting to reahse that second-hand
bricks, and even halfbricks, can be used,
particularly on the miside of houses where
they are plastered over Face bricks can be
used on the outside As far as I’m concerned,
if the bricks are used by the squatters, it

b

won’t deprive me of business ™

PPC group MD Ted Hodgkiss says he
may consider donating cement to selected
projects as part of the company’s social re-
sponsibility programme.

Bricks make up one-third of the price of a
house Low-cost housing agencies such as the
SA Housing Trust, the Urban Foundation
and the Independent Development Trust,
could find that the money saved on the cost
of bricks, along with materials donated by
developers, could be used to provide employ-
ment for shack dwellers to build homes This
i$ the principle behind using on-the-spot
labour at Rietfontein where a water main is
being constructed under the direction of con-
sulting engineer BKS N

CLIFTON BUNGALOWS
Testing the price

The sale of what are widely regarded as the
most sought-after residential properties in
SA — the Chifton bungalow sites in Cape
Town — 15 headed for a long legal battle

Leaseholders are trying to make the city
council sell the properties at prices set six
years ago  Foa 27 (2191

The 170 sites on the beach at Clifton are
leased from the council at nomnal rentals
but long-term leases, including the modest
bungalows on the sites, now sell for much
more than they would have 1n 1986 when the
council decided 1n principle to sell the sites

Prices were set at around R200 000 They
were regarded as steep then but not unrea-
sonable

Techmcalities delayed the sales Earher
this year, the council decided to test the
market by selling three vacant sites and one
which had a bungalow They fetched a total
of R2,6m

The plots ranged i size from 371 m® to
520 m* and the prices from R550000 to
R750 000 at an auction attended by about
350 people

The prices were regarded as exceptional in
view of the strict conditions of sale you must
builld within two years of transfer, resale
before bulding 1s restricted, as 1s size and
height of buildings and vehicular access from
the road

The auction was seen as an indicator of
how the council could peg prices when it
eventually sells the other plots But bunga-
low owners say legal opimon 1s that the
councit cannot raise the prices from the 1986
level.

After the auction, the council decided to
let its executive committee determine the
prices It 1s understood that the commuttee is
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COMPANIES

BLUE CIRCLE

Bearing the cost

Activities: Manufactures and supplies bulding
and construction materials as well as engineer-

ing products
Controbl: Murray & Roberts (84,7%)

Choirman: Trevor Coulson MD., Graham

Hardy
Capital structure: 27,6m ords Market capital-

isation Ri1bn
Share market: Price 3 630c Yields 3.4% on
dividend, 8,0% on earnings, p e ratio, 12,5,

cover, 2.3 12-month high, 3 700c, low,
2 000c Trading volume last quarter, 30 464
shares

Yeor to Dec 31 ‘88 ‘89 9 ‘91
ST debt (Rm) 43,3 48,8 3,7 22,9
LT debt (Rm) 41 2 9.1 42,3 73,6
Debt equity ratio 0,14 009 005 0,06
Shareholders interest 058 (68 072 069

Int & leasing cover 1.8 169 17.2 n/a
Return on cap (%) 354 18,7 17,0 14,2
Turnover {(Rm) 27 741 776 752
Pre-int profit (Rm} 203 127 119 112
Pre-int margmn (%) 385 17,1 153 14,8
Earmings {c) 305,5 3298 285,2 2915
Dividends (c) 100 110 1156 125
Net worth (c) 1108 1316 1472 1653

Considering what chairman Trevor Coulson
calls the “negative environment” which Blue
Circle faced last year, pushing earnings up
2% to R80,3m on a drop 1n turnover can
probably be seen as “a highly satisfactory
performance ”

But the structure of the accounts will be
markedly affected by the payment of an
extraordinary dividend to shareholders, an-
nounced last week as part of the acquisition
by Murray & Roberts (M&R) of UK-par-
ent Blue Circle Industries Ple’s 42,3% hold-
Ing

That seems likely to weaken what the
1991 results show as a strong balance sheet,
leaving Blue Circle shareholders with a stake
in a company less comfortably positioned
than at the year-end

M &R 15 paying R289,2m for the addition-
al stake n Blue Circle, to be settled by the
1ssue, in renounceable form, of M&R ordi-
nary shares, at R54 each, for 11,7m Blue
Circle shares, to be placed on behalf of Blue
Circle Industries (BLI) at the issue price

That represents a discount of 1 105¢ on
the market price early this week, which ap-

Cents Blue Circle
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Blue Circle’s Coulson ...
satisfactory performance

pears to be a good buy for M&R. But, n
terms of the extraordinary dividend of R11 a
share to be paid by Blue Circle to sharehold-
ers as part of the deal, BCI wmill receive an
additional R128m. The UK Group has elect-
ed {0 receive this 1n cash and, 1n terms of the
deal, will get 78% of the payout at the
commercial rand exchange rate. In effect,
the discount enjoyed by M&R 15 being made
up by Blue Circle out of 1ts own resources.

Should mnonty sharcholders, represent-
ng the remammg 15% interest it Blue Cir-
cle, choose to receive the extraordmnary divi-
dend 1n cash, 1t will cost Blue Circle about
R175m to finance the dividend

Naturally, this will strain Blue Circle’s
currently heaithy lhqudity While profit
margms were squeezed at year-end, the
group had R67,5m 1n cash — more than
three times as much as 1n financial 1990
When the R94m debt 1s matched against the
cash, net borrowings, at R26,9m, were not
significantly higher than in the previous
year With a negative interest charge due to
capitalising interest, during construction, to
the cost of capital projects, Blue Circle had a
sound balance sheet.

The extraordimary dividend, of which BCI
1s the major beneficiary, will absorb the cash
and leave Blue Circle to find more than
R100m to finance the payout It will boost
debt and leave a sigmficant interest bill for
this year

That leaves minority shareholders, who, 1n
terms of the offer, can elect to receive cap-
italisation shares at about 44,4 shares for
every 100 ordinary shares held, with an n-
terest in a dimmmshed company

Of course, they can, 1n terms of M&R’s
offer to minorities, exchange Blue Circle
shares, including shares 1ssued in terms of
the capitabisation offer, for M&R shares
This 1s based on the ex-dividend price of

2 480¢c per Blue Circle share for M&R
shares at R54 per share, an offer M&R
commercial director Jeremy Racthffe be-
hieves most minorities will accept

“With both shares trading on a similarp e
ratio, the market seems to think minornty
shareholders will go for M&R shares,” he
says If that happens, M&R should get the
control 1t needs to delist Blue Circle just as 1t
delisted Darling & Hodgson after buying the
company and getting 1ts first 42,3% stake in
Blue Circle

Deputy MD Angus Morrison says interest
will have a significant effect on Blue Circle
but cash flow 1s strong The group has shown
itself to be a good cash generator — but
sbould shareholders be happy with Blue Cir-
cle footing a large part of the bill for 1ts own

acquisition?

They mght be better off taking the cap-
italisation offer and sticking with Blue Cir-
cle, despite the negative effect that share
dilution and financing costs will have on
earnings, which some analysts believe will
drop to about 230c per share

Besides the obvious synergies between
M&R and Blue Circle, the acquisition 18
strategic in that, with building materials
usually picking up early in the building and
construction business cycle, potential earn-
ings recovery should be quicker for Blue
Circle

Though not as spectacular an earner as
M&R, Blue Circle has shown solid perform-
ance 1n the past couple of difficult years
And, with M&R possibly consohidating after
its buying spree, it should start to recover
earlhier than its parent

The price, near 1ts mgh of R37, will prob-
ably drop n the short term as mmorities
react to M&R’s offer It has enjoyed the re-
rating common to other cement manufactur-
ers, with a surge of nearly R6 since talk of
the acquisition began early in the year

EPS are shghtly higher 1n the latest results
but have been 1n a downward trend since the
1988 level of 305,5¢ The share, at more than
double 1ts net worth, looks expensive A
downward correction seems likely  shoun Harris

BTR DUNLOP £M 21|3[92-
Flattened by imporis

BTR Dunlop’s sales and profits were particu-
larly hit by an 8% drop 1n new sales and the
deferment of major capital projects in the
mining industry The key tyre replacement
market was devastated by the ending of
import control on tyres This led to a surge of
imported new and reiteaded tyres of varying
quality .

-l

FINANCIAL MAIL » MARCH « 27 « 1002 + 12
Cown i




By ZILLA EFRAT

|STUDENT and labour
leader Adam XKlein has
Jjoined the ranks of the

bosses

He is the new chief execu-
tive officer “in waiting” of
Boumat, the listed bullding
merchant and manufactur-
ing group with annual sales
of more than R1-billion

After 16 years in the US
working ag a lecturer and
management consultant, Mr
Klein, 40, has just returned to
South Africa with a strong
American accent

He left 1n 1976 on a three-
month American Leadership
grant to study at Harvard
University
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At the time, he was general
secretary of the Garment
Worker’s Union of SA and
deputy vice-president of the
Trade Umon Council of SA

While mn the US, he heard
that 27 trade union leaders
had been banned and under-
stood the same would happen
to um if he returned

He decided to stay on and
complete an MBA at Har-
vard Business S&chool and
then complete his doctorate
In business admunistration

He later specialised 1n the
management of change 1n
corporations, frade unions
and government agencies

-l-{==::-. "I:;".' ..-

S

W -

L | ]
L [ nwl'

mi%ﬁ

He spent the next 10 years
lecturing at Harvard Busi-
ness School to MBA students
and cluef executives, a job
that kept him on his toes
because his students were of-
ten “incredibly demanding”

Because Harvard encour-
aged its lecturers to get into
“the real world” through con-
sulting, Mr Klein jomned the
Boston Consulting Group as a
strategy consultant in 1978

Two years later he became
a semor associate with the
MAC Group, which does work
for some of the major corpo-
rations and trade umons in
the US, UK and France

He was also a periodie
visiting professor at Wits and
Cape Town business schools,
as well as to the Jerusalem
Institute of Management

In 1987, he started his own
company, Klemm & Co, con-
centrating on designing and
implementing strategic and
organisational change for
corporations and trade
unions

His work took lum to coun-
tries hke the US, Canada,
Sweden, Russia, Romania,
SA and Brazil

For a number of years,
however, he had been think-
Ing about returning to SA, the
country of s birth and
where his farmly still lhived

He says he knew it was
tume to get out of consulfing
when his secretary told him

L

he had logged up “one milhon
and forty” frequent flyer
hours

At the same time Boumat
was looking for a new CEQ,
Mr Klein was looking for a
way to become mvolved in
SA because of the enormous
opportumties the country had
to offer

He says “There is defimte-
ly a sense that the individual
has the ability to contribute
‘n SA In the US,-you are just
one person out of 250-
mitlion ”

Mr Klemn, who already had
a personal association with
Boumat’s out-going CEQ,
David Gevisser, and i1ts new
chairman, Sidney Borsook,
had to go through a series of
rigorous interviews before he
was offered the job

He accepted hecause of the
job’s many challenges

One 15 keeping Boumat,
which 1s being restructured
after a couple of tough years,
1n the front line of the com-
petitive construction and
bulding industry

Another 1s taking advan-
tage of the host of opportun:-
ties openming up to the com-
pany, ncluding the export
market and increased social
spending to meet SA’s devel-
opment needs

Last week he was busy set-
thng in at Boumat’s Sandton
head office, but his appoint-
ment only becomes effective
m July

Meanwhile, he 1s learning
the ropes from Mr Gevisser
and touring Boumat divisions
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ADAM KLEIN

Accepted the challenge

around the country

While he will be able to
draw on skills as a consult-
ant, his new job is a change

“It 1s a dufferent challenge
being 1 the driver’s seat and
being emotionaily 1n the cen-
ire of a company, as opposed
to being 1n the passenger seat
telling people what to do,” he

says
Benefit

Mr Klein, who was presi-
dent of Wits Umversity’'s Stu-
dent Representative Council
1n 1971 and 1972, says his stu-
dent and trade union days
wammum a powerful period of his
ife

Today he beheves trade
unions, management and
shareholders all have an
important role to play with
miutual benefit

“They are not in conflict,
but create a community of
interests ”
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Masonite shows, |

how it’s doné

Hats off to Ma- )

sonite’s man- Dlugonal Street
agement{ team
for steering
company prof-
1ts along a high
growth path 1n difficult times

Despite foreign and local markets being
badly affected by the recession, Masonite’s at-
tributable profit chimbed more than 50 per-
cent i 1991 and continued growth, albeit at a
slower rate, 1s projected

In the annual report, chairrman and MD
| Alan Wilson attributes the performance to a
number of factors, including the wide product
range, quahity and service, and efforts to con-
tamn costs

Although certain markets are hikely to de-
cline further i the medium term, Mr Wilson
views the future with optimism,

Mr Wilson 1s confident in the future of loss-
making subsidiary Ezehlt Products, which 1s
adapting 1ts product range and marketing
strategies to meet market conditions,

In the year to December, group turnover
climbed 12 percent from R113,1 million to
R126,4 million, while operating profit shot up
62 percent from R12,1 million to R19,6 mil-
lion.,

Mr Wilson attributes the improvement 1n
margins to good cost management, cost sav-
ings arising from nygstments, productivity
umprovements and awfﬂaxcellent production
performance »w

After a nine percent icrease 1n net interest
expense from R2 milhon to R2,2 million, pre-
tax profit was R17,4 million — 73 percent
higher than the previous year’s R10,1 milhon

An mncrease 1n the effective tax rate from
26,6 percent to 34,4 percent resulted 1n attrib-
utable profit rismg a lower 54 percent from
R7,4 million to R11,4 milhon

Earnmgs per share rose from 108c to 167c
and the dividend from 43¢ a share to 60c

The balance sheet reveals a significant de-
crease in borrowings, resulting in gearing
falling from 33 percent to 15 percent

Mr Wilson says the decline in interest-bear-
mng debt from R15,9 million to R8,9 million
was facilitated by a sharp cutback 1n capital
expenditure

Masomte, priced at R13, 1s trading on a
P/E ratio of 7,8 and provides a dividend ;glegd
of 4,6 percent ?';t 5

The share offers fair value at the current

price level and accumulation, particularly on
price weakness, 1s recommended

COMMENT: In 1989 and 1990 Masonite’s price

LYNNE PEACH

fell steadily from a record mgh of R16,50 to a

i Ty

low of 675¢ .- - B ;.,wrl

A

Recovery got under way early i 1991 and
recent price gains have been strong

Although the price may consohdate or cor-
rect in the short term, the primary trend 1s
favourable will only be threatened if it falls
below R11,25
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Masonite on hig
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[

Hats off to Masomte’s n;anagement feam for steer-
ing company profits along a high growth path daf-
ficult times

Despite foreign and local markets being badly af-
fected by the recession, Masonite’s attributable profit
climbed more than 50 percent 1n 1991 and continued
growth, albeit at a slower rate, 1s projected.

In the annual report, chairman and MD Alan Wil-
son attributes the performance to a number of fac-
tors, including the wide product range, quality and
service, and efforts to contain costs. t

" Although certain markets are likely to decline fur-
ther in the medium term, Mr Wilson views the future
with optimism. A

Plans include investment in processes and facil-
ties to produce quality products at competitive
prices. r

Mr Wilson is confident m the future of loss-making
subsidiary Ezebilt Products, which 1s adapting its
product range and marketing strategies to meet
market conditions.

The business of Masonite includes the manufacture
of hardboard, insulation board, cryogeme mineral
wood, wood and mineral fibre ceiling panels and dec-
orative wall panelling

Modular housing and shelter umts are manufac-
tured by wholly owned company Ezebilt Products.

In the year to December, group turnover chmbed
12 percent from R113,1 million to R126,4 milhion,
while operating profit shot up 62 percent from
R12,1 million to R19,6 mulhon.

By Lynn Peach

hg

i i
C{ zﬁr Wilson attributes the improvement 1n margins

rowth path

to good cost management, cost savings arising from
investments, productivity improvements and an ex-
cellent production performance .

After a mne percent increase in net interest ex-
pense from R2million to R2,2 milhon, pre-tax profit
was R17,4 mithon — 73 percent higher than the previ-
ous year’s R10,1 milhon

An increase in the effective tax rate from 26,6 per-
cent to 34,4 percent resulied m attributable profit
rising a lower 54 percent from R7,4 million to
R11,4 million . :

Earmngs per share rose from 108c to 167c and the
dividend from 43c a share to &lc. ; |

The balance sheet reveals a sigmficant decreaée n
borrowings, resulting in gearing falling from 33 per-
cent to 15 percent. , - *

Mr Wilson says the decline m interest-bearing debt

from R15.9 mullion to R8,9 million was facilitated by

a sharp cutback in capital expenditure

‘Masomte, priced at R13, 1s trading on a P/E ratio
of 7,8 and provides a dividend yield of 4,6 percent

The share offers fair value at the current price
level and accumulation, particularly on price weak-
ness, 1s recommended |

COMMENT: In 1989 and 1990 Masonite’s price fell
steadily from a record high of R16,50 to a low of
675¢ , 3

Recovery got under way early in 1991 and recent
price gains have been strong, .

Although the price may consolidate or correct In
the short term, the primary trend 1s favourable will
only be threatened if 1t falls below R11,25
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ing Company in Preto-

ria have been arrested
after ref usingto vacate
the premises since
their dismijsga) last
week.

The workers, who are
members of the Construc-
tion and Alljed Workers’
Union, alleged they were
tired for having taken part
i a march to the Unyon
Buldings o protest against
the Budget and Value
Added Tax,

The march wag Organ-
1sed by the Congress of SA
Trade Unrons and the Afn-
can National Congress

Norther Transvaa] po-
lice spokesman Colonel
Willie Viotman sard yes-
terday that 189 workers

. .

were armrested for refusing
10 vacate the premuses ar
South African Bricks in
Boekenhoutklgof near
Hercules

Vlotman said the former
employees, most of whom
stayed on the premises,
were asked to leave after
the company had obtarned
an mterdict i the Pretoria
Supreme court on Tuesday
restraming them from pe.
ing 1n the area

He said the 189 refused
to leave mn spite of the court
order Police were called
and they were <ns1:XMLFault xmlns:ns1="http://cxf.apache.org/bindings/xformat"><ns1:faultstring xmlns:ns1="http://cxf.apache.org/bindings/xformat">java.lang.OutOfMemoryError: Java heap space</ns1:faultstring></ns1:XMLFault>