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To offer competitive training and innovative solutions to the furniture and wood products
sector, and to contribute to the growth of the industry.

To be a productivity driven, globally competitive, outcomes based training provider that
delivers high quality, world class training at an acceptable cost; and innovative solutions
in terms of incubation, job creation and technology transfer based on the needs of the
furniture and allied industries.
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The Deputy Minister of Trade and Industry, Ms Lindiwe
Hendricks ¢left), and the Swedish Ambassador to South
Africa, Dr Helena Nilsson, unveiled the plaque at the

official opening of Furntech on 22 February 2002

Barje Malmsten (right) of the Tibro Training Centre (TTC)

in Sweden, presented a plague on behalf of TTC to Michael
Reddy, the Chief Executive Officer of Furntech, at the

official opening of the centre



Board of Trustees

Message from the chairperson

During the past year, Furntech has once again reached a number of milestones,
the most important one undoubtedly being the completion of the training and
technology centre at the Saasveld Campus of the Port Elizabeth Technikon.
Furntech now has an own identity and boasts excellent training and technology
facilities. The training offered at this centre has already become an industry
benchmark and will be further expanded to meet the needs of the furniture and
associated industries,

Other milestones and achievements that can be highliehted are:

» At theend of 2001, the Board of Trustees held a strategic breakaway and
developed key performance indicators (KPls) for the centre. The CEQ and
staff at Furntech implemented these KPIs by formulating specific strategies
and action plans for achieving the targets that were set.

= The Board of Trustees was expanded to allow for wider industry representation.

The following members joined the Board during 2001/2002:

Mr John Mortimer, formerly CEO of the South African Lumber Millers’
Association (Salma) and now attached to the University of Stellenbosch, and
Mr Glen Tarr of Steinhoff Africa.

It was with great sadness that we learnt of the tragic death of Mr Peter
Dampies, one of the founder members of Furntech. His invaluable
contribution is recognised and he will be missed by all.

« The appointment of Mr Michael Reddy as the CEO of Furntech gave impetus
to the development of the organisation. In a short period of time, Mr Reddy
has shown great resolve, character, and commitment to the organisation. His
skills and experience have been of immense value to the organisation.

« Furntech achieved accreditation as a training centre from the Forest Industries
Education and Training Authority (FIETA). it is the first training centre in the
furniture industry to be accredited by FIETA.

+ The contribution made by the Swedish project team continues to be of great
value to the development of Furntech. In this regard, | would like to pay
tribute to Mikael Johansson, Vide Petersson and Lars Holmgren for their
unrelenting support and guidance, | would further like to mention and thank
the Swedish Government, Mr Bdrje Malmsten of TTC and the Swedish
International Development Agency (SIDA) for creating the framework and
environment within which the project team can excel.

A shining example:

This process of establishing a world-class furniture training and technology centre
at 5aasveld has indeed been a challenging and demanding enterprise, and | would
like to thank all the staff at Furntech, our partners, industry role players, the DTI,
members of the Board of Trustees and other associates for their commitment and
inputs into making 2o001/2002 a year to remember,

Today, Furntech stands as a shining example of what can be achieved when
government, industry, labour, international partners, higher education, research
councils and development agencies work together in an attempt to improve and
globalise a growing industry.

The Board of Trustees is convinced that the partnership between Furntech and
the furniture and wood processing industries will impact positively on job creation,
S5ME development, technology transfer, skills improvement, and product and
market development in South Africa, However, to unlock the full value of Furntech
it has to reach out and service all links of the value chain. | would therefore like
to encourage everyone involved in the chain, from forest to retail operation, to
utilise the services this centre offers.

Chairperson: Board of trustees



Introduction

During 1998, meetings were held between the South African Department of Trade
and Industry (DTI) and the Swedish Industrial Development Agency (SIDA) to
discuss plans to improve the quality and quantity of furniture production in this
country to international standards.

As a result of these discussions a Specific Agreement between the Government
of Sweden and the Government of the Republic of South Africa on support for
the establishment of a furniture technology centre in George, South Africa, was
signed on 30 March 2000.

The Furniture Technology Centre Trust, trading as Furntech, was established on
22 November 2000, with the final registration taking place on 11 December 2000.

Report by the
Chief Executive Officer

With unemployment reaching new heights and markets slowing down, innovative
solutions are needed to ensure the sustainability of our manufacturing sector. It
is within this complex economic environment that Furntech was established as
a resource to the furniture and wood products sector.

Furntech operates on three key founding principles, namely:

1. The most critical component of a company'’s success is its human resources.
in order to assist companies to realise the potential of their human resources,
Furntech has:

a, Established the most technologically advanced training centre for the
furniture and wood products sector in Southern Africa, which has been
benchmarked against international centres of excellence.

b. Developed a range of outcomes-based training programmes that exceed
the requirements of the qualifications currently registered with the
south African Qualifications Authority, which places it in the unique
position where it is able to offer the industry customised training based
on national standards at all levels, from operator to manager.

Michael Reddy (left), Furntech’s CEQ
recelves the centra's Accreditea Service
Provider certificate from Al Jackson,
Quality Assuror of the Forest Industries

Education and Training Authority

¢. Developed a holistic service that covers the determination of training
needs, development of workplace skills plans and the implementation
of the warkplace skills plans.

d. Access to international training personnel to ensure that our training
meets international standards.

2. The creation of new SMEs and the development of existing SMEs is critical to
the economy of the country and the survival of our industry. In this respect,
Furntech has established four business incubators that are available for hire
to new and existing businesses at highly competitive rates. The incubators are
equipped with combination machines, and power and pneumatic hand tools.
In order to assist businesses in the incubators, Furntech provides a range of
services that include, amongst others:

a. Administration support that includes access to telephones, fax, computers
and general administrative support;

b.Contact with a range of service providers that have been carefully
selected to assist the incubatees, including legal and accounting services;

¢. Technical support in terms of manufacturing methodology; and
d. Access to our fully equipped workshop.
3. Companies need access to the latest technology to maintain their competitive
edge. Furntech aims to be the leader in the field of technology research, and

as part of this broad objective Furntech offers a technology demonstration
and transfer service to the industry.



The speakers at the opening of Furntech were, from left: Prof Ernst van Biljon
(Chairperson of the Furntech Board of Trustees ), Brie Malmsten (TTC in Sweden),
Prof Brian Wells (Acting Rector and Vice-Chancellor of the PE Technikon),
Dr Helena Nilsson (Swedish Ambassador to South Africa), Lindiwe Hendricks
(Deputy Minister of Trade and Industry) and Michael Reddy (Chief Executive
Officer of Furntech?.

Performance information regarding resources.

The resources allocated to Furntech by the Department of Trade and Industry
have been utilised as per the business plan that was approved for the financial
year ending 31 March 2001,

This is evident by the following:

1.

2.

The physical infrastructure, namely the Workshop, Incubators, Resource
Centre and Administration complex have been completed to specification
within the approved budget.

The facilities have been equipped with the necessary machines and equipment,
including computers, as specified within the approved budget.

Furntech has begun delivering specified services while maintaining control
over its input cost in relation to the value of the delivered services.

To date, the objectives stated in the Memorandum of Agreement (MoA) that
was signed between the DTI and Furntech, for the first year have been achieved.

Goals and

Objectives

The main goals and objectives of Furntech, as per the MoA, are to establish a:

« world-class furniture manufacturing training and demonstration centre,
« business and product incubators,

« technology transfer centre, and to

« enhance the ability of the industry to become globally competitive.

The sub-objectives are to:

1. Develop and equip a centre of furniture manufacturing excellence to facilitate
the spread of international benchmark expertise;

2, Develop the skills levels of industry employees and new entrants from shop
floor to management level;

3. Use Swedish expertise to develop a pool of trainers, facilitators and experts
in order to increase skills and access, understanding and acceptance of new
technology, methods and systems;

4. Provide a technology auditing and advice service to the furniture industry
and, by way of technology transfer, introduce new manufacturing technologies
to the industry;

5, Demonstrate and incubate new technology to create new businesses and
expand existing businesses by providing facilities, business and equipment
advice, and mentoring to increase the number of start-up small and medium
enterprises (SMEs);

é. Source and provide business training for all users of the incubators;

7. Create job opportunities, encourage entrepreneurial development and assist
in addressing unemployment by cooperating with the relevant governmental
agencies, the industry and other national and international role players in the
furtherance of these objectives;

B. Assist the industry in upgrading its technology to increase productivity
and exports, and to become globally competitive;

0. Establish satellite centres that will enable Furntech to extend the full
range of services on a national basis.

4.



Strategies Implemented
to achieve goals & objectives

The selected strategies were applied to the sub-objectives identified in the
MOA in order to achieve the main objectives.

Objective 1: Develop and equip a centre of furniture manufacturing excellence.

« Appoint a Project Manager from 1 January — 31 August 2001 to initiate the
process of developing and equipping the centre.

Source and select members of staff for the centre.

Source, select and order machinery and equipment for the centre.

Appoint a Chief Executive Officer to continue implementing this objective.
Implement a third-party accredited health and safety management system
by October 2002,

Objective 2: Develop the skills levels of industry employees and new entrants
from shop floor to management level;

«  Market Furntech’s vocational skills, train the trainer and supervisory and
management training programmes,

« Provide training to industry employees and new entrants to the industry.

. Develop comprehensive Learner Guides and Training Manuals based on the
Unit Standards that have interim registration with the SA Qualifications
Authority.

«  Apply for accreditation as a training centre from the Forest Industries
Education and Training Authority (Fieta).

. Work with other stakeholders in the wood products sector to develop a
learning continuum that would allow a learner to progress through the
Mational Qualifications Framework.

Objective 3: Use Swedish expertise to develop a pool of trainers, facilitators and
experts in order to increase skills and access, understanding and
acceptance of new technology, methods and systems.

. Assist the Tibro Training Centre (TTC's) Swedish team of Vide Petersson,
Lars Holmgren and team leader Mikael Johansson to develop and implement
training material and methodologies for South African trainers and facilitators.

Mikael Johansson (right), the

Swedish team leader, trains
Furntech's Vuyile Qumana on the
computer numerically controlled
fCNC) machining centre

Swedish Instructor, Vide Petersson,
discusses the moulder with
Furntech's trainer Jerome Kaleb.

Obiectives 4 and &: Provide a technology auditing and advice service to the

furniture industry and, by way of technology transfer, introduce new
manufacturing technologies to the industry. Assist the industry in
upgrading its technology to increase productivity and exports, and
to become globally competitive.

Establish an infrastructure for, and market, the technology auditing
and advice service,

introduce new technologies to the industry through technology
demonstration and technology transfer.

Provide skills, supervisory and management training that assists
companies to increase their efficiency and productivity.

provide vocational skills training for companies that upgrade their
technology.



Objectives 5 and &: Demonstrate and incubate new technology to create new
businesses and expand existing businesses by providing facilities,
business and equipment advice, and mentoring to increase the number
of start-up small and medium enterprises (SMEs).

« Establish four operational incubators.
-« Source service providers to provide business skills and marketing training and
legal advice service providers for all users of the incubators.

Objective 7: Create job opportunities, encourage entrepreneurial development
and assist in addressing unemployment by cooperating with the
relevant governmental agencies, the industry and other national and
international role players in the furtherance of these objectives.

- Identify government-, community- and industry-based programmes to identify
job creation projects, and help them to set up sustainable manufacturing
units.

Objective o: Establish satellite centres that will enable Furntech to extend the
full range of services on a national basis.

« Establish the national training needs of the furniture and wood products
manufacturing industry.

« Identify the existing training providers and, where possible, their sustainability.

« Define and establish Furntech’s national organisational structure.

Outputs and Outcomes Achieved
key performance indicators

Objective 1: Develop and equip a centre of furniture manufacturing excellence.

« Michael Reddy was appointed CEO of Furntech on 1 August 2001, and
ensured that the development and equipping of the centre took place in the

allotted time span.
«  Members of staff were recruited, employment contracts were reviewed and

the staff was offered open and, in some cases fixed, term contracts,
+ InJanuary 2002 the facilities were completed and the machines and
computers were installed and commissioned.
« On 22 February 2002 Furntech was officially opened by the Deputy Minister
of Trade & Industry, Lindiwe Hendricks and the Swedish Ambassador to South
Africa, Dr Helena Milsson, during a ceremony attended by 200 dignitaries,
manufacturers, suppliers, and industry stakeholders.
Furntech appointed NOSA to implement the Five Star health and safety
management system by October 2002.

Objective 2: Develop the skills levels of industry employees and new entrants
from shop floor to management level.

+ The trainers, under the guidance and mentorship of the Swedish team, are
finalising the Learning Guides and Training Manuals, and have begun training
industry employees and new entrants to the industry.

Waood machining skills training is provided for the furniture and wood products
industries:
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Table 1: Unemployed beneficiaries per population group.

Number of beneficiaries per poulation group
Programme African | Coloureds | Indians | Whites Total
m|FlD[m|F|D|M|F|D|M|F|D|M|F|D
Wood Maching Lz |10 3 7 173
Wood Finishing L2| 7 | 3 4 n|3
CNC 1 1
Total 8|6 " 29| 6

Table 2: Employed beneficiaries per population group.

Number of beneficiaries per poulation group
Programme African | Coloureds | Indians Whites Total
MmlFleo[m]elo|m]Frlo|m|Flo|m|F|D
Industry RPL/Trade
jngustry LT 7 2 9
Edmund Thys demonstrates the wood finishing skills he learned from Swedish Management 9 9
trainer Lars Holmgren. Trainers 2] 2 2 3 &
Total 2| 9 13 25 | 1

« Training of industry and unemployed new entrants to the industry is taking

place. To date the following outputs have been achieved:
Objective 3: Use Swedish expertise to develop a pool of trainers, facilitators and

a) A total of 61learners were trained by Furntech during the review period. This experts in order to increase skills and access, understanding and
group included 35 unemployed people, nine industry learners and nine learners acceptance of new technology, methods and systems.
at management level. The first Process Management Development will be
completed mid-2002. « The Swedish team has implemented a process of training and mentoring

Furntech’s trainers.

b) A total of nine Furntech trainers have attended the Training the Trainer . The CEO and three members of staff travelled to Sweden on a study tour in
pragramme developed and run by the Swedish team. Seven trainers September 2001. During this period the wood machining, waod finishing,
have completed the programme. supervisory and management training programmes were reviewed and refined.




Trainers Sam van Reenen (left) and Arthur West in a planning
session with Furntech's Acting Training Manager, Joy Crane

swedish trainer, Mikael lohansson assesses Furntech’s trainer
Johan van Zyl (left) on the spindle.

Objectives 4 and 8: Provide a technology auditing and advice service to the
furniture industry and, by way of technology transfer, introduce new
manufacturing technologies to the industry. Assist the industry in
upgrading its technology to increase productivity and exports, and
to become globally competitive.

+ Through its marketing activities Furntech is rapidly becoming known as a
source of technology information in the furniture industry, and
manufacturers nationally are beginning to contact the centre to discuss their
production and training needs.

«  Manufacturers visit the centre for technology demonstration purposes.

» Enquiries have come from as far afield as Mozambique and Mauritius.

+ The technology auditing and advice service has been established.

« Furntech supplies skills, supervisory and management training that assists
companies to increase their efficiency and productivity.

« Vocational skills training is offered for companies that upgrade their technology.

The Resource Centre |s equipped with computers and Furntech offers introductory
and advanced courses in a range of programmes, including Autocad 2002,

9
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Objectives 5 and &: Demonstrate and incubate new technology to create new

businesses and expand existing businesses by providing facilities,
business and equipment advice, and mentoring to increase the number
of start-up small and medium enterprises (SMEs).

Furntech is working with Godisa to develop and implement a national sector
incubation policy and service,

Four operational incubators have been established in George and to date one
business and one product incubatee are using the service.

Interest has also been expressed in the services by two programmes within
the Working for Water Secondary Business Initiatives Project.

Business and marketing training and legal advice service providers are being
sourced for all users of the incubators.

Furntech offers business and product incubation services
and facilities.

Objective 7: Create job opportunities, encourage entrepreneurial development

and assist in addressing unemployment by cooperating with the
relevant governmental agencies, the industry and other national and
international role players in the furtherance of these objectives:

Furntech is assisting the education department in Oudtshoorn to establish a
coffin manufacturing business at the Dysselsdorp Secondary School for a
group of unemployed people. They received training in wood machining,

wood finishing and cabinet making at Furntech and are being mentored in
their project.

« Furntech is a key partner in a proposed furniture training and manufacturing

centre for the Eastern Cape, and is working closely with Singisi Forest Products
Pty Ltd, the Eastern Cape Development Corporation, local municipalities and
the regional Department of Labour to ensure the sustainability of the
venture,

. Seventy nine percent (79%) of the unemployed learners trained by Furntech

have been placed in employment.

« Unemployed people receive comprehensive training in consultation with

regional Department of Labour offices.

Furntech's trainer, Richard MSIZI
discusses the next task with a group ai
unemploved learners from Dysselsaorp

Mew entrants to the Industry receive
training in cabinet making, wood
finlshing and wood machining
learnerships

Objective o Establish satellite centres that will enable Furntech to extend the
full range of services on a national basis.

« The CEQ has researched and established the national training needs of the
furniture and wood products manufacturing industry.

» The existing training providers have been identified.

. Furntech’s national organisational structure has been drafted.



Matters relating to the MOA

There were no concerns relating to the Memorandum of Agreement (MOA).

Report by the Auditors

The following concerns were raised during the 2001 internal and external audits
by the Auditors, PriceWaterhouseCoopers and each was addressed as indicated
in italics:

signed cneques are nanded Dack 1o the person responsible foi financial records
A second person now handles this aspect of the financial function as well
as the payments.

2. Approved order forms are not attached to the Invoices.

An order system has been implemented and an official order is attached to all
invoices prior to authorisation for payment.

Invaices are not cancelled as paid and no cheque number has bee
an the invoice as proof of payment

All invoices are stamped as paid when the payment has been processed and the
cheque numbers are recorded on the invoice.

4. Depreciation on fixed assets has not been calculated

The initial budget did not moke provision for depreciation. This has been
amended and the current budget and all subsequent budgets will make provision
for capital replacement. A spreadsheet has been setup to automatically
calculate the provision for capital replacement as per the suidelines provided
by the auditors.

Statement of Compliance

1 Compliance with 2001/2002 conditions ol assistance

Furntech has complied with all of the terms and conditions in the MoA in
respect of financial assistance provided during the previous financial year.

2 Mecessity for continued assistance
Furntech is a relatively new project that has started to deliver against the objectives
specified in the MoA, however the project is still in the start-up phase, and at this

time is not in a position to achieve financial sustainability.
Financial aid is still meritorious:

« Furntech's performance to date indicates that it is clearly a valuable resource
that can contribute to the growth and improved competitiveness of the
furniture and wood products sector,

= Furntech has been and is still participating in a number of community-based
projects that have delivered tangible results in terms of job creation. In the
first completed project eight former learners are in the process of setting up
an SME manufacturing coffins as their primary product.

* In addition, Furntech has trained a number of unemployed persons, 79% of
whom have been placed in formal employment.

« Furntech is also invelved in a large number of industry-based training
interventions across the country,

= Furntech is working with five potential incubatees in terms of its business
incubator strategy.

+ The withdrawal of financial aid will curtail these current interventions and
will in all likelihood result in the closure of the project in which the DTI has
already invested R1z-million and the Swedish International Development
Agency (SIDA) has invested + 3-million krone of a budgeted 8-million krone.

A e o ¥ § saele o
4 AlTainment of objective

As reported previously in this report, Furntech has met the objectives set for its first
year of operation.

g. Compliance with Section 38(]) of the PFMA

Furntech complies with Section 38(j) of the Public Finance Management Act and has
implemented effective, efficient and transparent financial management and internal
control systems. The internal and external audits are conducted by Price Waterhouse
Coopers. The processes followed for the internal audit are the same as the external
audit, except that the internal audit is conducted on a quarterly basis. The audit
plan has been approved by the Board of Trustees.

1
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Conclusion

Furntech has achieved the objectives and goals set by the memoranda with the
DTI and SIDA. Currently the facility consists of:
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Two fully-equipped lecture rooms;

a modern Computer Centre fitted with 10 computers and an A3 colour
printer for CNC and AutoCAD training;

an 8oo square metre "factory” floor equipped with a full range of woodworking
machines for solid wood and boards, an IMA edge bander, Boere wide-belt
sander, laminating, carcase and frame presses, an SCM moulder; and

an SCM Record 100 computer numerically controlled (CNC) machine.

Team Furntech's vision is to offer competitive training and Innovative solutions
to the furniture and wood products sector, and to contribute to the growth
of the industry:,

Fumntech's administration staff members are the backbone of the centre,
they are from left Mpho Luse, Aletta Appels and Lynora Middleditch.

Qualifications and services offered by Team Furntech:

Recognition of Prior Learning (RPL) of skills in the industry.

skills Development Facilitation.

wWork study and audit services.

The Fieta-accredited qualifications Wood Machining Levels 2 and 3.

A combined Wood Machining Level 2 and Cabinet Making Level 2

course that is available in a comprehensive 15-week programme that

is ideal for learners with a basic knowledge of woodworking or for new
entrants to the industry.

The Fieta-accredited qualifications Wood Finishing Levels 2 and 3,

A combined Wood Finishing Level 2 and Cabinet Making Level 2 course that
is available in a comprehensive 15-week course that is ideal for learners who
have a basic knowledge of woodworking or for new entrants to the industry.
Training in CNC machining and Computer Aided Design (AutoCAD) In the
fully-equipped Computer Centre. The CNC course can be adapted for people
with no knowledge of CNC machines and for those accustomed to working
with machining centres but who would like to know more about designing
products, programming and operating techniques.

The Fieta-accredited qualifications Cabinet Making Levels 2 and 3.

The Fieta-accredited qualifications Upholstery Levels 2 and 3.

customised courses for all levels including hobbyists and SMMEs.
Technology demonstration and technology transfer.

W fluebery Welo ogd 875 6648
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FURNTECH TEAM CREDO

We, TEAM FURNTECH, are committed to:

Make a difference in everything we do

Live in the future and not in the past

Perform our work with pride and honour

Be open minded and motivated

Support and nurture each other

Work in a spirit of trust and open communication

Build professional relationships with each other and
our clients

Strive to be the best in what we deliver and learn as
much as possible

Give 100% at all times

Think positively
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Signed on 19 March 2002 by:

L|.--.'|_ _.-f:-:':l Fa : )— == y II.""'
'.t'?b : . o i i A I'"--.- j e

1/ s _ [ ' %f
il = 4 F >, ¥ \WAWnaneld
= P}

Ty,




Furntech Furniture Technology Centre Trust Private Bag X4584, George, 6530




