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YIS FUarfnLtcoei
continually strives to
adapt to its competitive
environment, there

are certain core ideals
that remain steady and
provide guidance
during the process

of strategic decision
making. These ideals
fml"m pur bysiness

| “ISiu Ay ? %

- Vigion \
. To contribute to the growth of the industry by
o Iering world-¢lass training and innovative

. business technojogy incubation to the furniture
and wood products sector.

Mission
To be a practical, productivity driven, globally
competitive, outcomes based training provider
with fully equipped facilities, offering world
class training. To offer comprehensive and
innovative incubation services in order to assist }:é:._. \,
in job and wealth creation in the furniture and .
wood products sector.
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THE CHAIRPERSON SAYS
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MESSAGE FROM THE CHAIRPERSON

OF THE BOARD OF TRUSTEES

During 2004, Furntech accelerated the national roll
out of services and solutions to the furniture industry.
The Durban and Cape Town Centres were officially
launched and the Furntech suite of training, business
technology incubation and technology demonstration
and transfer services extended to these important
furniture manufacturing clusters. Construction
commenced at the White River site and this centre
should become fully operational this year. Furntech,
conscious of its mandate to serve the furniture and
allied industries on a national basis will continue to
seek and explore new localities where it can partner
with both professional (industrial) and broader
communities,

The George Centre, the first centre established by
Furntech, has reached a significant level of maturity,
and continues to provide an excellent service to the
furniture industry in the southern Cape. The Centre at
Umzimkhulu has given Furntech the opportunity to
partner with local government and the communities
of the Umzimkhulu area in order to develop a
sustainable wood cluster,

. The geographical spread of centres and the increase

in the scope of activities, has placed the issue of
viability and operational efficiency firmly on the
agenda of the Board of Trustees, Sound financial
planning and excellent executive and operational
manaaement by the CEQ continues to guide, shape,
and support Board decisions.

The future viability of Furntech is also dependent on
the identification of new business opportunities within
the industries served by Furntech. Opportunities will
not only be sought within the South African context,
which remains Furntech’s major target area, but also
in Africa. Internationalisation means not just serving
other markets, but also learning from best practices
around the world. In this regard, the Board remains

Prof Ernst van Bifjon, Michael Reddy, and
the Deputy Mayor of the eThekwini Municipality
Logie Naidoo, at the launch of Furntech Durban.

committed to create opportunities for staff to attend
international conferences and undertake
international research and study tours. In this way,
we stay at the cutting edge of furniture training,

innovation, and business technology Incubation
improvement,
Lastly, the Board of Trustees recognises the

excellence of Team Furntech. This team, guided by
the CEQ Michael Reddy, is output-driven and is set to
achieve new heights of professionalism in the years to
come. [ would also like to thank all stakeholders that
have supported Furntech during the past year. I want
to make special mention of and acknowledge the
Department of Trade and Industry for their financial
support and guidance, our Swedish partners at the
Tibro Training Centre for sharing their best practices
with us, and all our industry partners for supporting
Furntech.

Furntech belongs to the people of South Africa and to
those that share our commitment to people
development, a theme which we will strongly focus on
in the year to come.

Prof Ernst van Biljon
Chairperson: Board of Trustees

FURNIECH
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Preamble

The Furniture Technology Centre Trust (Furntech) was
established five years ago to address the critical skills
shortages that face South Africa's wood products
industry. This Annual Report coincides with the
culmination of the first 10 years of the government's
MNational Skills Development Strategy (NSDS) and the
launch of the new NSDS, which firmly places on the
national agenda the need to identify and address
critical skills shortages to alleviate unemployment
and enhance the country's global competitiveness.

The Forest Industries Education and Training
Authority (FIETA) has identified the shortage of
skilled labour and management in the furniture
industry as factors that severely limit the growth of
South Africa’s wood products value chain. Furntech
was initiated by the South African Department of
Trade and Industry (DTI) in 2000 to address these
needs and to become a world class service provider to
South Africa’s wood products and furniture industries
in the fields of incubation, skills development,
technology demonstration, and technology transfer

Furntech's Board of Trustees responded to the
increasing demand for Furntech's skills development
and business technology incubation services by
expanding the organisation's presence from one
centre in George in the Southern Cape to centres in
Cape Town in the Western Cape, Durban in KwaZulu-
Natal, and Umzimkhulu in the Eastern Cape, with the
White River, Mpumalanga centre coming on stream in
mid-2005.

Furntech's partnership with the Tibro Training Centre

(TTC) in Sweden, through bilateral agreementi
between the DTI and the Swedish Industrid
Development Agency (SIDA), ensures that thd
organisation benchmarks its trainers' skills to mee’
the needs of its stakeholders and develop the
international competitiveness of South Africa'

furniture and wood products sectors.

r ‘ u
Bérje Malmsten, Head of the Tibro
Department of Trade and Industry, Sweden

This process has been enhanced by partnerships and
linkages with tertiary education institutions including
the MNelson Mandela Metropolitan University in
George, the University of Stellenbosch in
Stellenbosch and the University of British Columbia in
Canada. Furntech's Business Technology Incubation
process benefits from membership of the MNational
Business Incubation Association of America, South
African Business Technology Incubation Association
and an alliance with Godisa, the official South African

incubation organisation,

ndnamind dqrmiiars BEOARaege
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-;I‘he last year was marked by investment in capital
inrrastructure in the form of the regional centres in Cape
Town, Durban, and Umzimkhulu, and a focus on human
resources development aimed at Team Furntech,

he last guarter of the financial year heralded a period of
significant growth in both business incubation activity
stsand skills development, with the number of businesses
jain incubation increasing from 13 in December 2004 to 25
hein March 2005. During the same period 350 learners
wiwere assessed as part of a national initiative to
hedetermine the skills levels of incumbents already
yeemployed in the sector,

The past 12 months have seen Furntech evolve from a
fledgling training provider to a mature and established
national organisation. The growth phase is continuing
and by this time next year there will be five Furntech
centres providing a range of solutions for the sector,

The physical expansion has been complemented by the
growth in the number of staff employed. In 2000 there
was one project manager, in 2001 there was a
hardworking group of eight staff members in George and
now there is a motivated and dedicated team of 36

people in four diverse centres.

Furntech has fledged into a business technology
incubation and skills training provider that is a focused,
performance driven and flexible national organisation,
and in the last year developed:

d
g
N *Furntech Umzimkhulu: opened by the Deputy
N Minister of Arts, Culture, Science and Technology
N (now Minister of Water Affairs and Forestry), Ms
n

Buyelwa Sonjica, on 7 April 2004,

*Furntech Durban: opened by Mr Logie Naidoo,
Deputy Mayor of the eThekwini Municipality, on 5
August 2004; and

*Furntech Cape Town: opened by Mr Lionel

October, Deputy Director General of the

Department of Trade and Industry, on 7
September 2004.
*The National Office in Cape Town, which

coordinates the organisation's activities, supports
the Centre Managers and their staff, controls the

finances and quality assures all Furntech services.

FURNI=CH
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Report by the

Chief Executive Officer

The investment in world class human resources,
quality equipment, and external safety, health and
the environment auditing firms to ensure |egal
compliance with legislation such as the
Occupational Health and Safety Act, are
complemented by sound financial management.
Furntech has appointed Price Waterhouse Coopers
as its external auditing firm and we constantly
evaluate and upgrade our financial systems to
ensure improved contrel of income and
expenditure, and compliance with the Public

Finance Management Act (PFMA).

The Board of Trustees has also committed the
organisation to the implementation of initiatives to
enhance corporate governance, based on the
recommendations of the King Report on Corporate
Governance for South Africa, 2002 (King II). This
process is reinforcing our relationship with our

stakeholders and our compliance with the PFMA,
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Swedish Partnership

Tibro Training Centre (TTC) based in the heart of the
Swedish furniture manufacturing industry, has been
Furntech's development partner since inception. TTC's
input has been transformed from being permanently on-
site for the first three years of our existence, to 20 weeks
per year for the next three years. TTC is recognised as the
leading skills development service provider by Its
stakeholders, and has been a major contributor to
Furntech's achievements.

TTC's main contribution has been in the areas of human
resource development, international safety standards, and
course development, As a direct result of this partnership,
Furntech has become the industry leader in South Africa

and in Africa.

Accreditation

All of the Furntech centres have been accredited by the:

* Forest Industries Education and Training Authority
(FIETA);

* NOSA Certification Authority (NCA); and

* Tibro Training Centre (TTC).

In addition, Furntech has been registered as a service
provider by the Departments of Labour, Water Affairs &

Forestry, and Correctional Services,

Training

Furntech's training and recognition of prior learning (RPL)
palicies are based on the Skills Development Act, and the
South African Qualifications Authority (SAQA) regulations.
The key component of these policies is to add value to the

skills development process so that both the employee and

al

employer benefits, The value adding process is based o
the premise that the registered qualifications and unif*
standards specify minimum standards to be achieved'
while Furntech promises to exceed these standardsf’
wherever possible. &

All Furntech centres are accredited by FIETA to offer!
learnerships, skills programmes and short courses in the™
four disciplines: Ir
* Cabinet making
* Wood finishing

* Wood machining

* Upholstery

T O —y—

The Furniture Qualifications were published by SAQA in
December 2004, and we are now completing the final"

version of our learning materials aligned with these®
r.

b

officially registered qualifications.

EURN:-=C
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usiness Technology Incubators (BTI)

urntech's Business Technology Incubation (BTI) service is
n exceptionally flexible combination of training and
evelopment processes, infrastructure, and people that is
esigned to nurture and protect new and existing small
usinesses by supporting them through early development
and growth stages.
onOur objective is to develop new small businesses in the
pitfurniture industry through business technology incubation.
»d Furntech defines BTI as “"the process of providing a
jﬁiprntected environment wherein a new business can be

established”,

far 1he BT process involves assisting selected entrepreneurs
heWith all aspects in starting up and developing a company
into a sustainable business, while meeting milestones
within an agreed upon period. This process promotes
entrepreneurship and encourages the formation and
development of sustainable registered small and micro
businesses. The inputs are designed and packaged in a
manner that is suitable for the size and needs of the
i business, thereby facilitating business growth and
it movement up the value chain. The basic business model

e ENSUTES optimisation of the incubator and business
resources, and the application of its capacity to run the

business.

BTI is internationally recognised and Furntech is the
leading developer of a sustainable model for
manufacturing incubation in the furniture and wood

products sector,
Technology Demonstration

Furntech's technology demonstration service to the
industry is creating awareness of new technologies that
challenge current thinking and methodologies. These
demonstrations are leading to enhanced understanding,
knowledge, and acceptance of new technologies, and to
technology transfer and innovation. Furntech's linkages
with national and international industry partners assist
with the demonstration and transfer of technologies. The
application of technologies improves the local

Competitiveness of the incubatees and the international

FURNIECH
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Technology Transfer

The transfer of existing and new technologies within the
furniture and wood products industries is vital for global
competitivenass. Furntech has identified training and skills
development as significant drivers of international
competitiveness and organisational development.
Furntech and its partners assist the industry to develop the
skills to use technology and to gain experience and
exposure to new opportunities in the national and
international markets.

Safety, Health, and the Environment

Furntech has integrated safety, health, and environmental
(SHE) principles into its sustainability policies and
procedures. The organisation is committed to ensuring
that all its services are delivered in a manner that is safe
and does not endanger the health of its staff, stakeholders
and communities and the environment. It has appointed
the NOSA Certification Authority (NCA) as its external
auditor to ensure compliance with all relevant South
African laws, particularly the Occupational Health and
Safety Act.

NCA conducted its second annual audit of Furntech George
in October 2004, and the centre achieved its 5-star health
and safety status. Furntech Cape Town, Durban, and
Umzimkhulu received their first annual audit in October,
and each centre was awarded a 4-star health and safety

status.



FURNTECH Goals, objectives and
key performance indicators

ced Turniture tEchnologles

FURNTECH'S GOALS

The organisation's goals are to be the:

*

world-class furniture and wood products
manufacturing training and demonstration centre
business and product incubator for the furniture
and wood products industries,

technology transfer centre for the woodworking
industry, and

vehicle that enhances the ability of the industry to

become globally competitive

OBJECTIVES AND PERFORMANCE INDICATORS

Furntech's Board of Trustees and Management
Team ensured that the key performance indicators
in the form of strategies, outcomes, outputs and
achievements were developed, implemented, and
assessed during the period under review.
Furthermore, the objectives from the MoA with the
DTI, as well as the objectives and results from the
2004 Business Plan were examined at the Strategic
Meeting of the Board, which was held on 25
Movember 2004,

The objectives specified in the MoA serve as the
guiding principles that govern Furntech. The
operational objectives have been derived from
these objectives.

The following objectives are specified in the MoA:

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

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

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;

* Provide a technology auditing and advice service t
the furniture industry and, by way of technolog
transfer, introduce new manufacturing technologie
to the industry;
Demonstrate and incubate new technology t
create new businesses and expand existin
businesses by providing facilities, business ani
equipment advice, and mentoring to increase th
number of start-up micro, small and mediun
enterprises (SMMEs);

- Source and provide business training for all users o
the incubators;

* Create job opportunities, encouragi
entrepreneurial development and assist it
addressing unemployment by cooperating with thy
relevant governmental agencies, the industry ant
other national and international role players in the
furtherance of these objectives:

* Assist the industry in upgrading its technology te
increase productivity and exports, and to becoms

globally competitive;
* Establish satellite centres that will enable
Furntech to extend the full range of services on a

national basis.

Furntech learners and staff celebrate the end of a
programme.




UBNTECH  OBIJECTIVES 1+2

The Board specified the strategies incorporating performance indicators that the CEO and Team Furntech needed to

achieve for the period in order to attain the organisation’s objectives stated in the MoA. These objectives were:

Objective 1

Establish and operate national centres of furniture manufacturing excellence to facilitate the spread of |
international benchmark expertise

Strategy

* pDetermine regional needs |
* | pcate and acquire appropriate facilities
* Resource the selected facility

* Staff the facility in terms of the Furntech Employment Equity plan, staff availability and avallable skills '
* Implement operating procedures and policies [
* Market the facilities -
* Provide services as required |
* Develop a Quality Management System

Achievements ‘
* There are four fully equipped centres in operation in Cape Town, Durban, George and Umzimkhulu. The development

of the fifth centre, White River, was delayed due to significant increases in cost that arose from underground

geographical factors. |
* The current staffing is based on our employment equity plan and meets our current business plan and regional needs. |
= A FIETA accredited quality management system has been developed and implemented.
* Each centre offers a range of services based on regional needs. We are in the process of establishing Regional

Consultative Forums to ensure that the regional needs are constantly reviewed.
* All four centres have been accredited by FIETA as a service provider
* pll four centres have been accredited by the NOSA Certification Authority |

Objective 2

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

Strategy

* Conduct a needs analysis to determine company specific needs
* Develop the appropriate learning materials

* Ensure the programmes can satisfy the needs identified.

* Develop a training policy

* Develop an upholstery training programme by March 2004

Achievements
* 754 Employed learners have completed or are completing various training programmes at
Furntech.
* A customer satisfaction survey, in the form of a questionnaire, has been developed and implemented. This process is
supported by formal interviews with our customers on a national basis. [
* AFIETA accredited training policy has been implemented
* The upholstery training programme has been developed and is being aligned with the level 2 registered unit
standards !
* All Furntech centres participated in the FIETA-sponsored recognition of prior learning (RPL) assessment programme |
between November 2004 and March 2005. |



FURNTECH  OBJECTIVES 3+4

Objective 3

Develop a pool of suitably qualified trainers, facilitators, and experts in order to increase skills and access,
understanding and acceptance of new techn ology, methods, and systems

Strategy
* Recruit trainers and facilitators as per human resource development plans
* Select and appoint trainers and facilitators
* Develop a personal development plan per individual
* Develop an hierarchy of qualifications
| *Develop an employment equity plan
* Develop a skills development plan for Furntech

Achievements

* Each centre is fully staffed, based on current needs. This is reviewed regularly as part of an ongoing programme of
continuous improvement,

* The Performance Management System includes a development plan for each individual, which includes a career path
based on an hierarchy of qualifications

* An employment equity plan that has been approved by the Board of Trustees has been implemented.

* The Workplace Skills Committee has developed a Workplace Skills Plan that has been approved by FIETA. The
Implementation Report reflects the internal and external training interventions that have taken place.

| *Furntech's management staff successfully completed the International Computer Driving Licence programme in
November 2004, and the training and administration staff are all in the process of completing the programme.

* Through the TTC agreement the following Swedish experts assessed and coached Furntech trainers: Vide Petersson
spent a total of six weeks in all Furntech centres working with the wood machining and cabinet making trainers,
Mikael Johansson spent two weeks working with the CNC and AutoCad trainers in Durban, and Lars Holmagren spent
four weeks working with the wood finishing trainers in Durban and Umzimkhulu.

Objective 4

Provide a technology auditing, advice and demonstration service to the furniture industry and, by way of
technology transfer, introduce new manufacturing technologies to the industry to assist it to become
globally competitive

Strategy
* Prepare a schedule of demonstrations
* Develop a technology auditing tool

Achievements

* 78 Technology demonstrations were held in the year to date. This includes demonstrations by Furntech of new
manufacturing technologies such as CNC technology, laser engraving, cutting and etching technology and
demonstrations by industry suppliers such as chemical and machinery suppliers.

* The technology auditing tools are yet to be finalised as our attorneys are assessing our “professional liability" and
possible indemnity.



URNTECH  OBIJECTIVES 5+6

Objective 5

Incubate technology and skills to create new businesses and expand existing businesses by providing
facilities, business training, equipment advice, and mentoring toincrease the number of start-up SMEs

Strategy
+ pevelop an incubator policy

# gecruit potential incubatees
« pevelop the skills of the potential incubatees
# [ncubate the potential businesses

Achievements

+ The incubator policy has been developed and is the subject of a legal review as there are a number of rights and
obligations to be met by both Furntech and our incubatees.

+ Furntech's national average incubator utilisation is 68%

* There are four incubators at Furntech George that are fully utilised.

# There are nine incubators at the Cape Town centre and there are five incubatees in the facility.

* Furntech Durban has 14 incubators and 11 businesses are in incubation

* Furntech Umnzimkhulu has 10 incubators and there are five businesses in incubation.

* A further four potential incubatees were assessed and a development programme has been implemented to prepare
them for incubation.

Objective 6

Facilitate an increase in job opportunities 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 this objective

Strategy
* Develop a network of role players in each region.
* Develop a policy on the recruitment and placement of unemployed learners

Achievements

* 159 unemployed learners have completed their training to date.

* 121 learners have been placed in employment within six months of completing their training.

* |t is Furntech policy to keep in touch with our learners and to assist unemployed learners to find jobs in industry

] =il




FURNTECH  OBJECTIVES 748+9

Objective 7

Establish and operate regional centres that will enable Furntech to extend the full range of services on a
national basis

Strategy

* Equip each of the centres

* Staff each of the centres

* Implement the operating policies and procedures
* Implement the appropriate managemeant cantrols

Achievements

* The National office, and Cape Town, Durban and Umzimkhulu centres all became fully operational during the yvear.
* The White River Centre will be operational by September 2005.

* These centres are all accredited by FIETA, TTC and NCA and are meeting Furntech's objectives,

* Furntech's palicies, procedures and financial and management controls are all in place,

Objective 8

Establish a presencein Gauteng

Strategy
* Conduct a needs analysis in the region
* Develop a business plan for a centrein Gauteng

Achievements
* Furntech is offering its services in Gauteng on a limited basis.

Objective 9

Investigate expansion possibilities in other regions

Strategy
[ * Conduct a needs analysis in the region

Achievements
* This has been put on hold until the next financial year.

Furntech White River will be launched in 2005,
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Objective 10

pevelop the Regional Centres into sustainable
businesses:

* George by March 2005

* Furntech by March 2008

Strategy

= Accurately determine the operating cost for each
Centre

+ pevelop an action plan to generate the required levels
of income

Achievements

* The George Centre has achieved breakeven at the end
of the 2004/2005 financial year (March 2005).

* Current projections are that Furntech will breakeven
by March 2008,

NATIONAL OFFICE

The Mational Office has been established in Cape Town
and has been fully operational since November 2004, It
houses the offices of the CEQ, Business Development
Manager, Technical Manager and Bookkeeper. The
Mational Training Manager Is based at the George
Centre.

GEORGE CENTRE

The George Centre has been fully operational since
January 2002. It is delivering training in the form of
learnerships, short courses, skills programmes and RPL
services to industry in the Southern and Eastern Cape
and unemployed people from all regions of the country.
The centre has also developed and delivered skills
programmes for the Small Business Development
Initiative of Working for Water. Furntech George
participated in the National Skills Fund (NSF) and FIETA
Shintsha Furniture Project. Four groups of 10
unemployed learners from local communities were
trained to design, develop and manufacture space-
saving, compact, affordable, multi-purpose furniture
for use by homeowners in small houses in government
housing projects. Learners from three of the groups
decided to start their own businesses and entered into
business technology incubation at Furntech George.
Their aim is to develop their capacity and skills as
entrepreneurs and to manufacture, market and sell
their products.

CAPETOWN CENTRE

The upgrading of the facilities at the Cape Town Centre
Wwas completed and the centre was officially launched on
7 September 2004. The centre has been conducting
RPLs, and training in learnerships and skills
Programmes at NQF levels 2 and 3. The Cape Town
Centre participated in the Shintsha Furniture project
and trained a group of 20 unemployed learners. Eight
Members of the group formed three businesses and
entered Furntech's Incubation programme, The centre

OBJECTIVES 10+11

behalf of FIETA, and conducted provider accreditation
visits with the FIETA Education and Training Quality
Assurer (ETQA).

DURBAN CENTRE

The upgrading of the Furntech Durban facility was
completed and the centre was officially launched on

5 August 2004, The centre assessed trainers from other
training providers on behalf of FIETA, and conducted
provider accreditation wvisits with the FIETA Education
and Training Quality Assuror (ETQA). The centre has
conducted RPL assessment of industry employees and
is delivering training in learnerships and skills
programmes. The KwaZulu-Natal provincial
government has appointed Furntech as the lead
technical skills and incubation provider to a group of 20
entrepreneurs who have registered 11 micro
businesses and are operating from the Durban
incubators.

UMZIMKHULU CENTRE

Construction of Furntech Umzimkhulu was completed
and the centre was launched on 7 April 2004, It forms
the hub of the Umzimkhulu Wood Cluster Initiative, and
provides an opportunity for furniture manufacturing
SMEs to access business development skills,
administration and production equipment and
incubator space. Currently the centre is housing five
businesses that have created employment for 12
people from the local community.

Objective 11

Develop a design capability within Furntech

Strategy
* Form an internal task team to prepare a project
proposal

Achievements

* The need for offering a design programme has been
researched. The project proposal will be finalised in
the next financial year.

Co i
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Team Umzimkhulu:
Assistance Latha,
Phumla Tibe (Centre
Coordinator) and
Maxwell Jaca.

Lydia Mphumela:
Furntech White River Centre Manager

Durban Team

.
i Ll
-

Team Durban: Front row: Roopesha Sookdeo, Norman Gutu, Jeddy Govindasamy
(Centre Manager), Greig Woodman and Happiness Mathaba.
Back row: Shaun Pillai, Selby Gumede, Kiam Khan and Rajesh Butharam.




TEAM GEORGE: Seated:
Richard Msizi, Aletta Appels,
Arthur West (Centre Manager),
Mpho Luse and Xolani Baart.
Standing: Edmund Thys,
Vuyile Qumana and
Johan van Zyl.

sdvanced furnliture lachnologiss
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Eeale!j from left: Jeremy Seherie, Unathi Goso and Vera Nasson.
Standing are Charles Wyngaard, Michael September, Naiem Bassadien,
Naiem Samaai and Keenan Thys.



STATISTICS

TRAINING
The tables below provide a schedule of learners who have successfully completed the various Skills Development
Programmes offered nationally by Furntech.

Beneficiaries who have completed their training between 1 April 2004 and 31 March 2005:

I Tablel: Unemployed beneficiaries

African Coloured Indian White Total
M F D M F DM F D[ M F | D M F D TOTA
Mational Certificate in
Furniture Production Level 1 ] ] ] ololo alol o 0l o o o 1] o
MNational Certificate: Wood
Machining & Cabinet Making
Level 2 1] 1] 1] [i] 1] t] 1] 0 1] 1] 0 0 1] [1] o
National Certificate: Wood
Finishing Level 2 1 0 1] 1| 0| 0 2|l 0] 0 0| 0 0 4 (1] (]
Mational Certificate:
Upholstery Level 2 ol 0 1] 0ol ol o ol 0l o ol 0 1] [1] [} 4]
National Certificate: Wood
Machining Level 3 a 0 1] 0| 0] O 0| 0] 0 0l 0 4] 0 [v] [1]
MNational Certificate: Cabinet
Making Level 3 0 4] 0 0l 0l 0 0] 0] 0 0 a 0 o 1] [1]
Mational Certificate: Wood
Finishing Level 3 0 1] 0 0| 0] 0 0l 0| O 0] 0 ] o 0 0
National Certificate:
Uphulste[x Level 3 0 '] t] 0 0 0 1] 0 0 0 0 1] [+] 1] i
Further Education Tralning
Certificate in Furniture
Production Level 4 a 0 [1] 0| 0] 0 1] 0 0 o] o 0 [1] o o
Skills Programmes 42)/14] o] 37| 3|o0o| 8|olo| 181 105 | 18| o 12
Level Assessments 9| 3| o| ololo| o|lolo| olol ol e 3] o 1
Recagnition of Prior Learning
Assessments 10 3 ol ol o 0|l ol o ol 0 0| 10 3 o i
Special Projects gl 1 ol ololo| ololo|l olol ol 8] 12| o :
Workstudy o] ol ol ololol ololoel olo]l ol o]l o o i
Supervisor Development
Programmie [1] 0 1] 1] 0| 0 [+] 0 0 0| 0 1] 0 o 1] (
SIETAL 68 /21| of 38[3]|o| 10lofo| 18|1| of13a| 25| of 1s
Table2: Industry beneficiaries
African Coloured Indian White Total
[ M F DM F DM |[F|IDIM IF|D|M F D TOTAL
Mational Certificate in =
Furniture Production Level 1 1] 0| 0 1] 0| 0 0l 0|l 0 olo| 0 1] 1] 0
Mational Certificate: Wood
Machining & Cabinet Making
Level 2 0 0| 0 4 0| o ojlo| 0 21 0|0 [ 1] o [
National Certificate: Wood
Finishing Level 2 4] 0|l 0 0 0| 0 0jlolo oj0Dl oD 1] [} 1]
Mational Certificate:
Uphalstery Level 2 0 gl 0 1] 0l 0 o0l o0 o|lo| O 1] o [1]
Matlonal Certificate: Wood
Machining Level 3 1] 0| 0 [} 0| 0 olol o0 ool o 1] 1] [} 1]
National Certificate: Cabinet
Making Level 3 0 0|l 0 2] 0|0 gl 0| oD glo| o0 2 1] [} 2
National Certificate: Wood
| Finishing Level 3 0 ol 0 0 0| D gjlolo ojlolo (1] 1] 1] 1]
| National Certificate:
| Upholstery Level 3 0 0|0 1] ol 0 glolo 0jlo| o 0 o 1]
Further Education Training
Certificate In Furniture
. Production Level 4 1] 0| 0 6|l ojo|] ojojo| oflo| o 1] o 1] a
! Skills Programmes 46| 14| 0| 40| 4| 0| 2|0|l0]|11|4|0]| 99| 22| o 121
| Level Assessments 0/ olo| 8| ojlo| olo|ol10lolo]| 18] of o 18
| Recognition of Prior
Learning Assessments 129 | 19| 0| 148 | 46| 0| 29| 0| 0| 39| 0| 0| 345| &5 o 410
Special Projects 7| 1lo o] olo|l ololo| ololo| 7 1| o 8
| Workstudy o|] olo ol olo|l olojof ol1]o] o 0
Supervisor Development
Programme 1 0| O 11 ) 15| © 0| 0] 0O 21 4] 0 14 15 | (] 29
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peneficiaries who are continuing their training after 31 March 2005:

Table 3: Unemployed beneficiaries

:— African Coloured Indian White Total I
L F D MI|F|D|MI|F D | M|F DM F D | TOTAL
mational Certificate in Furniture
production Level 1 0 0 ol o|lolo ol olololo| e|lo| o o
“Mational Certificate: Wood Machining
& Cabinet Making Level 2 1] 0 0 0| 0 ] 0 0 0 0 0 0 0o, 0| 0 0
National Certificate: Wood Finishing |
Level 2 0 1) [1] 0 1] [1] 1] 4] [u] 0 [1] 1) o a 1] 1]
“National Certificate: Upholstery Level |
2 0 [t] 1] 4] 0 1] 0 ] 0 0 ] 0 0 0D| D 0
Mational Certificate: Wood Machining |
Level 3 0 [1] 0 4] 0 [1] 1] 0 0 [1] 0 0 0 0| 0 o
National Certificate: Cabinet Making
Level 3 0 0 o|0|0|O0]0] 0| O] O] 0] O 0| 0| O 0
Mational Certificate: Wood Finishing
Level 3 0 [t] 0 0 0 [t] 0 0 0 [*] 0 0 0 [i] 1] 0
National Certificate: Uphalstery Level
3 0 0 a 1] 0 [4] 1] 1] 0 [t] 0 0 1] 1] 1] 1]
Further Education Training Certificate
in Furnlture Production Level 4 0 0 0glojlo|]Oo]lo]lo)o)] O] 0O 0 0|l o| o0 0
Skills Programmes 1 ol1|ololololol3lz2|lo0|ls|2|o 7
| teuslAssessments 0 0] olo|lo|lo|lo|lo|lolo|lo|lo|] o|lo]|o 0
Recognition of Prior Learning
Assessments o 0 gjlojof{o|lolo)o)]o|lofD 0| 0| O 0
Spacial Projects 14 1 ololololololololo|lol1al1]o 15
Workstudy 0 0 ololo|lololo|lololo|o 0| o 0
Supervisor Development Programme 0 0 ololo|lo|lolololololo ol ol o 0
TOUNE 20| 2| oli1lololololel3|2|o0fl19|30 22
Table 4: Industry employed beneficiaries
African Coloured Indian White Taotal
M F D M F D IMIF DM F DM F (] TOTAL
Mational Certificate in Furniture
Production Level 1 0 1] V] o 0 0 [1] 1] 1] t] [+] 0 o [i] [i] i}
Mational Certificate: Wood Machining
B Cabinet Making Level 2 34 1 0| 27 1 0 0 0| D 5 0 D 66 2 o 6B
MNational Certificate: Wood Finishing |
Level 2 5 0 0 7 1 1] [1] 0 0 1 [+] t] 13 1 1] 14
Mational Certificate: Uphalstery |
Level 2 1] 1] 0 '] 0 0 [1] 0 t] t] 0 t] 0 ] 1] 0
Mational Certificate: Wood Machining
| Level 3 ol 0 ol ol olo|of[ofof of o] o 0| o 0 0
Mational Certificate: Cabinet Making |
Level 3 1] 0 [+] 1] 0 0 1] [ 0 o 0 o ] 1] ]
Mational Certificate: Wood Finishing |
| Level 3 0| o o| ol olo|o|o0|lo] o]lofo o| o o 0]
National Certificate: Uphalstery
| Level 3 0| 0 1] 1] 0|l 0l o|l oo gl ol o 1] 1] 1] 0
Further Education Tralning
Certificate in Furniture Production
Level 4 1] [1] 1] 0 [+] [1] 4] 4] o o '] o ]
Skils Programmes 10| 2| ol ololojolo| s|lo|lol 20| 2] o 31
V) Amesarants olo| o] 3| 2]oa0 olo| 3loflo| e 2] o 8
Recognition of Prior Learning
Assessments [ 1] 0|l ol o) ol o gl o] O o 1] o 1]
| Special Projects ol ol o ololololol ololol ol o] o 0
HrRenidy ol o] o ololololo|l ololo|l o]l 0| o 0
Supervisor Development Programme ol o ol 12| 14| @ ol ol o 1 0 0 13 | 14 o 27
TO
AL a9 | 3| oleslis|olofloflol1s|ofo0l127|21| o 148




TECHNOLOGY DEMONSTRATIONs  FURNTE

The following technology demonstrations have been held during the past 12 months:

Technology demonstration Number of participants
CNC demonstration 33 _
Furniture manufacturing production techniques (ongoing) 46
Abrasives (1 session) 17
Wood finishing special effects (1 session) 23
Wood finishing products and spraying demonstration by 40 1
chemical supplier (3 sessions)
Machinery suppliers bringing their potential clients to <
Furntech to view equipment |
Laser machine demonstrations 15
Total number of participants 178

FURNTECH’'S NATIONAL TEAM

Michael Reddy: Iegshaan Ariefdien: Joy Crane:
Chief Executive Officer Business Development Manager National Training Manager

Jerome Kaleb: Wanita Scott: Beryl Aries;
Technical Manager Personal Assistant Accountant




BUSINESS TECHNOLOGY INCUBATION

There are currently 24 businesses in incubation at Furntech, and they have created employment for 66 people.

-

el =demifon

1
2
3
4
9
6
7/

Location Yo
UTIL
Cape Town 56
Durban 79
George 100
Umzimkhulu 50
TOTAL 65

The following Incubatees have used or are using Furntech's Incubation services during the reporting period:

FURNI=CH

African Coloured Indian White Total Centre|
F DM F| D M|F| D M|F|D|M F D TOTAL;
5 1 3 1 9 1 10 |
22| 4 |1 22 4 1 27
B 3 2|1 2 12 4 16
9| 4 9 | a 13 |
44 |12 |1 | 5 | 1 3 52 13 |1 66 |

The profiles of the incubatees are:

Incubatee

MEG FURNITURE

Centre

George

Date of entry and exit

August 2003 - 2005

Description of business

The business manufactures “lime washed” furniture for a retall store in
the Southern Cape.

Employees 2
Incubatee CREATIVE WOOD CRAFT
Centre George

Date of entry and exit

May 2004 - 2006

Description of business

The business manufactures a wide range of lounge, dining room, kitchen,
boardroom and occasional furniture as well as "knockdown® tables for
both indoor and outdoor use,

Employees 3
Incubatee MIDLANDIA FURNITURE MANUFACTURERS
Centre Geaorge

Date of entry and ex(t

June 2004 - March 2005

Description of business

The business manufactures a range of products that include multi-
purpose furniture, windows, doors and door frames.

Employees 11

Incubatee Add X Trading 13 cc trading as TROPICAL WOODS
Centre Cape Town

Date of entry and exit June 2004

Description of business

The business manufactures furniture and clocks from Zimbabwean teak

Employees 2

Incubatee MNWEBA INTERIOR DESIGNS cc

Centre Cape Town

Date of entry and exit July 2004

Description of business The business manufactures built-in-cupboards
|_Employees 4

Incubatee RAMEDI DESIGNS

Centre Cape Town

Date of entry and exit September 2004

Description of business The business manufactures space-saving and multi-purpose furniture

Employees 2

Incubatee PRIMACK DESIGNS

Centre Cape Town

Date of entry and exit September 2004

Description of business

The business manufactures space-saving and multi-purpose furniture,

Employees

2
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BUSINESS TECHNOLOGY INCUBATION

URNIECH

Incubatee

MAJESTIC ASSEMBLERS

Centre

Cape Town

| Date of entry and exit

September 2004

Description of business

The business manufactures space saving and multi-purpose furniture and

pedestals
Employees 2
Incubatee UNIQUE TIMBERS
Centre Umzimkhulu

Date of entry and exit

September 2004

Description of business

The business manufactures pine products

Employees 2
Incubatee TIMBER SECTORS
Centre Umzimkhulu

Date of entry and exit

September 2004

Description of business

The business manufactures wooden doors and windows

Employees

3

Incubatee

SIYAKHULA FURNITURE MANUFACTURERS (lkhwezi M&R)

Centre

Umzimkhulu

Date of entry and exit

September 2004

Description of business

The business manufactures wardrobes and bedroom furniture

Employees

£

Incubatee MORNING SUN WOOD TECHNOLOGIES
Centre Umzimkhulu
Date of entry and exit September 2004

Description of business

The business manufactures kitchen and bedroom cupboards

Employees

4

Incubatee

EVERLASTING WOOD FINISHERS

Centre

Umzimkhulu

Date of entry and exit

September 2004

Description of business

Wood finishing specialists

Employees 2

Incubatee MUSA CABINET MAKERS
Centre Durban

Date of entry and exit February 2005

Description of business

The business manufactures built-in kitchen cupboards

Employees

3




BUSINESS TECHNOLOGY
INCUBATION
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advanced furniture technologies

Incubatee

MPHUNZILE TRADING COMPANY

]

Centre

Durban

Date of entry and exit

February 2005

d

Description of business

The business manufactures and supplies school desks

.

Date of entry and exit

February 2005

Description of business

The business manufactures wooden clocks and photo frames

Employees 2

Incubatee

KHULULEKA CABINET MAKERS

Centre

Durban

Date of entry and exit

February 2005

Description of business

The business manufactures general household furniture

Employees

3

Incubatee BUHLEBEPLANGWE

Centre Durban

Date of entry and exit February 2005

Description of business The business manufactures built-in cupboards
Employees 1

Employees 5 |
Incubatee EIGHT MINUTE WOODWORK
Centra Durban
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advanced furniture technologies

Incubatee
Centre

UMZAMO WOODWORKS
Durban

Date of entry and exit

February 2005

Description of business

The business manufactures pine tables and chairs

Employees 2

Incubatee

TRIPLE GUYS FURNITURE

Centre

Durban

Date of entry and exit

February 2005

Description of business

The business manufactures general household furniture

Employees

3

Incubatee RIVERBANK DOORS

Centre Durban

Date of entry and exit February 2005

Description of business

The business manufactures doors

Employees 2

Incubatee

OWN BUSINESS

Centre

Durban

Date of entry and exit

February 2005

Description of business

The business manufactures wooden ironing boards

Employment statistics

1

Incubatee

ALPHA KITCHEN FURNITURE

Centre

Durban

Date of entry and exit

February 2005

Description of business

The business manufactures bullt-in kitchen cupboards

Employment statistics 2
Incubatee LUGOGD TRADING ENTERPRISE
Centre Durban
Date of entry and exit February 2005

Description of business

The business manufactures and supplies built-in-cupboards

Employment statistics

3
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FURNTECH

O¥aniced furniture lechpslagiaes

CONCERNS RELATING TO THE MOA

The Board of Trustees of Furntech found that there were
no concerns relating to the Memorandum of Agreement
(MOA).

CONCERNS RAISED BY THE AUDITORS
Mo concerns were raised by the auditors,

PriceWaterhouseCoopers,

STATEMENT OF COMPLIANCE

Compliance with 2003/2004 conditions of 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.

Necessity for continued assistance;

Furntech is in Its fifth year of existence and has
consistently delivered against the objectives specified
in the MoA. Furntech's record of accomplishment to
date s impeccable; however the project is still in the
start-up phase in terms of its national objectives, and at
this time is not in a position to achieve financial
sustainability. Continued financial assistance is

therefore necessary.

ATTAINMENT OF OBJECTIVES:
Furntech has achieved the objectives set for this

financial year of operation,

FINANCIAL AID ISSTILL MERITORIOUS:

Furntech has met and in many cases exceeded its key
performance indicators. Its success indicates that it is a
valuable resource that is contributing to the growth and
improved competitiveness of the furniture and wood
products sector,

Furntech engages with stakeholders at local, regional

and national levels to ensure that our incubatees have

MATTERS RELATING TO THE MOA
AND THE PFMA

access to our business development incubator strategy.
Community based incubation interventions by Furntech
in the Western Cape, Eastern Cape, and KwaZulu-Natal
are delivering tangible results in terms of job creation
and business sustainability for start up and existing
SMEs.

The organisation is also a key provider of national skills
training and development interventions to employers in
the furniture and wood products industries.

The withdrawal of financial aid will curtail all of these
interventions and will, in all likelihood, result in the

closure of the project,

COMPLIANCEWITHS 38 (1) 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
PriceWaterhouseCoopers. The processes followed for
the internal audit are the same as the external audit,
except that the intermal audit is conducted on a
quarterly basis. The audit plan has been approved by

the Board of Trustees.




THE YEAR AHEAD FURNITECH

advanced furniture technologles

The 2004/2005 financial year was characterised by the opening of the centres in Umzimkhulu (7 April 2005);
Durban (5 August 2005); and Cape Town (7 September 2005). During this period the focus was on the

establishment and opening of the regional centres.

The focus for 2005/2006 will be to ensure that all existing centres make significant progress towards

sustainability as agreed at our strategic planning meeting.

The key focus areas are:

a. Marketing: the establishment of the Furntech brand as the benchmark for training and
development in our sector;

b. Staff Development: ensuring that our team complies with and exceeds the minimum requirements
of the Skills Development Act;

c. Customer Relationship Management: ensuring that our clients come first every time;

d. Business Creation: ensuring that our Business Technology Incubation Programme achieves the
stringent objectives that we have specified and that it also attains the national objectives of job
creation;

e, Establish Furntech as an international centre of excellence.

Team Furntech has made significant progress against the initial objectives as specified in our Memorandum of
Agreement. The next major objective is self sustainability. We are confident that this is well within our reach

and we look forward to April 2006 when we plan to celebrate our fifth anniversary in style.

"BRING ON THE CHALLENGES"

If you don’t know where
you're going, you will
probably end up

somewhere else.

Lawrence J. Peter
The Peter Principle
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NAME AND CONTACT DETAILS OF THE PROJECT

Registered Name

The Furniture Technology Centre Trust (IT 1663/2000)

Trading Name

FURNTECH

Contact Person
Michael Reddy

Chief Executive Officer

Contact Details
Telephone:

(021) 510 0088

Fax: |
(021) 510 0090 |
Email:michaelr@furntech.org.za |

www.furntech.org.za |

Physical Address (National Office)
8 Lowestoft Street
Paarden Eiland

| Cape Town

i Postal Address
| PO Box 115
Paarden Eiland

7420
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REPORT OF THE INDEPENDENT AUDITORS TO THE TRUSTEES OF
THE FURNITURE TECHNOLOGY CENTRE TRUST

We have audited the annual financial statements of Furniture Technology Centre Trust set out on pages 32 to
42 for the year ended 31 March 2005. These financial statements are the responsibility of the trustees. Our
responsibility is to express an opinion on these financial statements based on our audit.

Scope

We conducted our audit in accordance with statements of South African Auditing Standards. Those
standards require that we plan and perform the audit to obtain reasonable assurance that the financial
statements are free of material misstatement. An audit includes:

. examining, on a test basis, evidence supporting the amounts and disclosures in the financial slatements,
- assessing the accounting principles used and significant eslimates made by management, and

« evaluating the overall financial statement presentation.

We believe that our audit provides a reasonable basis for our opinion.

Audit opinion

In our opinion, the financial statements fairly present, in all material respects, the financial position of the
trust at 31 March 2005 and the results of its operations and cash flows for the year then ended in accordance
with generally accepted accounting practice for similar entities and the Public Finance Management Act No.1
of 1999,

Supplementary information

The detailed income statement as set out on pages 43 and 44 does not form part of the annual financial

statements and is presented as additional information. We have not audited this schedule and accordingly
we do not express an audit opinion on it.

PricewaterhouseCoopers Inc.
Chartered Accountants (SA)
Registered Accountants and Auditors
Cape Town

8 May 2005

C Beggs Chief Exacutive Officar
M J B Kitshoff Chief Operating Officer
T O Patarsan Chairman Weslem Cape region D J Félscher Chief Executive Officer Western Cape region
Residenl direclors: 2 Abrahams, J F Basson, T Blok, G J Bredenhann, E Brink, J M Calitz, M N Campbell, E J Carelse, P M Cromhoul, C G de Wet,
B Deagan, C der Kinderen, N H Doman, C du Toit, T C Esau, D M Fairbank, D J Félscher, H Griffiths, A C Legge, D G Malan, E A Maritz,
j E Mettier, H D Mel, T D Patersen, S M Roberis, A Stemmet, P AL Strauss, J P van Wyk, M Vilakazi, A Wentzel, D J Westcott, V Wiese,
Wilkinzon
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THE FURNITURE TECHNOLOGY CENTRE TRUST

BALANCE SHEET
as at 31 March 2005

NOTES
ASSETS
Non-current assets
Property, plant and equipment 3
Current assets
Receiver of Revenue ; VAT receivable
Debtors and other receivables 4
Cash and cash equivalents 5
Total assets
EQUITY AND LIABILITIES
Capital and reserves
Trust capital 6
Non-current liabilities
Deferred income - Government grants 7
Current liabilities
Receiver of Revenue : VAT repayable
Trade and other payables 8
Provisions 9

Total equity and liabilities

2005 2004
R R
26,618,029 24,327,953
26,618,029 24,327,953
454,456 -
1,959,302 478,368
21,147,817 17,956,537
23,561,575 18,434,905
50,179,604 42,762,858
810,426 810,426
810,426 810,426
48,753,656 40,826,645
48,753,656 40,826,645
- 599,550
460,982 390,979
154,539 135,258
615,521 1,125,787
50,179,604 42,762,858




THE FURNITURE TECHNOLOGY CENTRE TRUST

INCOME STATEMENT
for the year ended 31 March 2005

Income

Other income

Operating costs

Operating loss

Government grants recognised
Net finance income

Net loss for the year

2005 2004
NOTES R R

3,997,532 1,229,191
145,842 220,578
(11,715,940) (7,252,100)
2 (7,572,567) (5,802,331)
6,072,989 4,017,076
1,499,577 1,785,255




THE FURNITURE TECHNOLOGY CENTRE TRUST

CASHFLOW STATEMENT
for the year ended 31 March 2005

[

Cash flows from operating activities
Cash receipts from donors and customers
Cash paid to suppliers and employees
Net cash flow from operating activities
Interest received

Interest paid

Net cash out Flow from operating activities
Cash flows from investing activities
Purchase of property, plant and equipment
Proceeds on sale of fixed assets

Adjustment to fixed assets due to VAT claimed

Net cash outflow from investing activities

Cash flows from financing activities
Government grants received

MNet cash in flow from financing activities
Net increase/{decrease) in cash and cash equivalents

Cash and cash equivalents at beginning of year
Cash and cash equivalents at end of year

2005 2004
R R
10,229,327 5,379,974
(18,412,508) (10,048,464)
(8,183,182) (4,668,490)
1,509,092 1,785,255
(9,515) R
(6,683,604) (2,883,235)

(5,211,192)

(17,365,817)

21,175 105,352
1,064,901 .
(4,125,116) (17,260,466)
14,000,000 17,500,000
14,000,000 17,500,000
3,191,280 (2,643,701)
17,956,537 20,600,238
21,147,817 17,956,537




THE FURNITURE TECHNOLOGY CENTRE TRUST

NOTES TO THE FINANCIAL STATEMENTS
for the year ended 31 March 2005

1 Basis of preparation

The annual financial statements are prepared on the historical cost basis. The following are the principal
accounting policies used by the trust, which are consistent with those of the previous year,

1.1 Property, plant and equipment

All property, plant and equipment are initially recorded at cost. Assels with a value of less
than R 1,000, are depreciated in the year of purchase, lo a book value of R 1 for each assel.
Depreciation are calculated on a straight-line basis over the usefull lives of fixed assels. |

Land and buildings 30 years
Motor Vehicles - Second hand 3 years '
- New 5 years !
Computer Equipment 3 years '

Office Equipment 5 years

Furniture and fittings 3 years i
Machinery and equipment 10 years :
|
1.2 Cash and cash equivalents '

Cash and cash equivalents comprise cash on hand, deposits held at call at financial institutions,
and investments in money market instruments, net of bank overdrafts. In the balance sheet,
bank overdrafts are included in short lerm loans as current liabilities.

1.3 Provisions .
Employee entitiements lo annual leave are recognised when they accrue to employees. A
provision is made for the estimated liability for annual leave as a resull of services rendered :
by employees up lo the balance sheel dale.

1.4 Revenue recognition

Revenue comprises grants received and invoiced value of services, net of value-added
tax.

Revenue from government grants is recognised as disclosed in note 1.5,
Other revenue earned by the trust are recognised on the following basis :

* Interest income : as it accrues unless collectability is in doubt
* Training income : as fees are invoiced to students

1.5 Government grants

Grants from the government are recognised at their fair value where there is reasonable
assurance that the grant will be received and the trust will comply with all attached conditions.

Government grants relating to the purchase of property, plant and equipment are included in nan- I
current liabilities as deferred income and are credited to the income statement on a straight-line
basis over the expected useful lives of the related assets.

Government grants relating to operating expenses are credited to the income statement as and
whean the expenses are incurred.




THE FURNITURE TECHNOLOGY CENTRE TRUST

NOTES TO THE FINANCIAL STATEMENTS
for the year ended 31 March 2005

2005 2004
R R
2 Results from operating activities
The following items were taken into account in the calculation of
the operating profit/(loss):
(Loss)/Profit on the disposal of fixed assets (12,964) 86,871
Depreciation
Buildings 583,681 427,291
Motor vehicles 122,631 122,907
Office equipment 75,017 36,121
Computer equipment 342,503 233,994
Machinery and equipment 685,778 418,241
Furniture and fittings 12,473 24,552
1,822,083 1,263,105
Audit Fees
Annual audit 10,300 25,760
- Current year 9,000 12,000
| - Previous year - Underprovision 1,300 13,760
| Quarterly internal audit 65,241 55,374
| Other services 30,528 19,774
' Payroll services 14,582 7,900
120,651 108,808
: Staff cost
|
Salaries and wages 5,027,325 2,990,329
3 Property, plant and equipment
3.1 Land and buildings
| Carrying value : At the beginning of the year 17,088,169 5,105,705
Cost 17,691,519 5,281,764
| Accumulated Depreciation (603,350) (176,059)
Additions 3,905,448 12,409,755
Adjustments for VAT claimed (B2B,141) -
Depreciation (583,674) (427,291)
Carrying value : At the end of the year 19,581,802 17,088,169
Cost (note 3.7) 20,768,826 | I 17,691,519
Accumulated Denreciation {(1.1B87.024% {6072 IEN0Y




l_ THE FURNITURE TECHNOLOGY CENTRE TRUST

NOTES TO THE FINANCIAL STATEMENTS ‘
for the year ended 31 March 2005

2005 2004
R R
3.2 Motor Vehicles |

Carrying value : At the beginning of the year 494,475 605,927
Cosl 617,382 605,927
Accumulated Depreciation (122,907) = ‘

Additions - 11,455 |

Disposals - = i

Depreciation (122,631) (122,907)

Carrying value : At the end of the year 371,844 494 475 I
Cost 617,382 617,382
Accumulated Depreciation (245,538) (122,907) |

i
33 Office Equipment

Carrying value : At the beginning of the year 93,239 107,217
Cost 160,064 221,325
Accumulated Depreciation (66,825) (114,108)

Additions 363,771 119,508

Adjustments for VAT claimed (16,691)

Disposal - (97,365)

Cost - (180,770)
Accumulated Depreciation - 83,405 |
|

Depreciation (75,017) (36,121)

Carrying value : At the end of the year 365,302 93,239 '
Cosl 507,144 160,064
Accumulated Depreciation (141,842} (66,825)

34 Computers

Carrying value : Al the beginning of the year 428,405 343,624
Cost 823,542 592,862 .
Accumulated Depreciation (395,137) (249,238) |

Additions 428,739 348,634 |

Disposal (34,139) (29,859) !
Cost (42,1486) (117,954)
Accumulated Depreciation 8,007 88,095 i

Depreciation (342,503) (233,994)

Carrying value : Al the end of the year 480,502 428,405

P I 1 240 136 || 273 542 |
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36

371

3.7.141

Machinery and equipment
Carrying value : At the beginning of the year
Cost
Accumulated Depreciation
Additions
Adjustments for VAT claimed
Disposal
Cost
Accumulated Depreciation
Deprecialion
Carrying value : At the end of the year

Cost
Accumulated Depreciation

Furniture and fittings
Carrying value : At the beginning of the year
Cost
Accumulated Depreciation
Disposal
Cost
Accumulated Depreciation
Depreciation
Carrying value : At the end of the year
Cost

Accumulated Depreciation

Net carrying value at the end of the year

Land and buildings comprise the following property:
Buildings erected on land owned by third parties

George

Administration and workshop buildings
Costs incurred: 2002

Costs incurred: 2003

Costs incurred: 2004

Cosls incurred: 2005

Adjustments for VAT claimed

2005 2004
R R
6,211,148 2,041,184
6,973,016 2,438,000
(762,768) (396,816)
513,234 4,633,401
(220,070)
- (45,196)
- (97,484)
: 52,289
(685,778) (418,241)
5,818,534 6,211,148
7,267,080 6,973,916
(1,448,546) (762,768)
12,517 40,064
69,077 125,675
(56,561) (85,611)
. (2,996)
- (56,598)
. 53,602
(12,473) (24,552)
44 12,517
69,077 69,077
(69,033) (56,561)
26,618,029 24,327,953
4,962,506 4,962,506
319,258 319,258
21,945 .
(404 G8E\ ~
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3.7.1.2 Umzimkhulu

3.7.2

3.7.21

3.7.2.2

3.7.2.3

Cost in respect of buildings to be developed
Costs incurred: 2004

Costs incurred: 2005

Adjustments for VAT claimed

Mo lease amounts are paid to any of the third parties.

Buildings erected on own property

Cape Town

Administration and workshop buildings

Initial cost of land and buildings as at 25 April 2003
Costs incurred: 2004

Costs incurred: 2005
Adjustments for VAT claimed

- Erf 17599, Paarden Island. The size of the property is 3,013.18 square meters.

2005 2004
R R

18,130 18,130

7,615 .

(5,123) .
20,622 18,130
2,500,000 2,500,000
2,787,193 2,787,193

753,649 -

(185,632) -
5,855,209 5,287,193

Transfer of the property has not yet been finalised and is not yet registered in the name

of The Furniture Technology Centre Trust.
Durban
Administration and workshop buildings
Initial cost of land and buildings as at 1 July 2003
Costs incurred: 2004

Costs incurred: 2005
Adjustments for VAT claimed

- Erf 391, Springfield, registered in Pietermaritzburg, was acquired on 1 July 2003.

of the property is 4,026 square meters,
White River
Cost in respect of buildings to be developed
Initial cost of land and builldings as at 2 May 2003
Costs incurred: 2004

Costs incurred: 2005
Adjustments for VAT claimed

3,907,635 3,907,635
3,155,115 3,155,115
353,138 -

(170,761) -
7,245,127 7,062,750
The size
100 100
50,133 50,133
2,769,100 -
(61,638) -
2,757,695 50,233

- Erf 1230, White River, registered in Pretoria, was acquired on 2 May 2003. The size of

the property is 1,6263 hectars,

Total cost of land and buildings (Note 3.1)

20,768,826

17,691,519

aF
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4 Debtors and other receivables

Trade debtors 1,774,639 414,847
Less : Provision for bad debts (10,000) (6,250)
1,764,639 408,597
' Deposits 49,782 49,782
| Prepaid expenses 144,881 19,989
1,959,302 478,368
|
Cash and cash equivalents
Nedbank call accounts ; General investments 16,174,920 13,546,491
Nedbank call accounts : Capital replacement fund 3,678,335 2,007,549
Medbank current account 1,287,398 2,395,191
Petty cash 7,164 7,305
21,147,817 17,956,537
Trust capital
Donation by founders of trust
- Nelson Mandela Metropolitan University 200 200
Retained earnings for the year 810,226 810,226
Retained earnings - Previous year B10,226 810,226
Profit for the current year - -
810,426 810,426
Deferred income - Government grants
Department of Trade and Industry income deferred 48,753,656 40,826,645
48,753,656 40,826,645
The breakdown of the total amount of deferred income related to
the different govermental organisations are as follows
Department of Trade and Industry 48,153,656 40,226,645
Mpumalanga Provinclal Government 600,000 600,000
48,753,656 40,826,645
' The movement of the deferred income balance for the year are
as follows:
Opening balance 40,826,645 27,343,721
' Grants received during the year 14,000,000 17,500,000
54,826,645 44,843,721
Transfer to income statement in respect of:
Assets depreciated (1,822,083) (1,263,106)
| Operating expenses (4,250,906) (2,753,969)
= . § -3 48,753,656 40,826,645

F
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AN s el e R g oo ol |

B Trade and other payables

Trade creditors and accruals 460,982 390,979
9 Provisions
Provision for annual leave 154,539 135,258
10 Cash generated from operations
Reconciliation of profit/(loss) to cash generated from operations :
!
Profit/(loss) per income statement - =
Adjustments for:
Depreciation 1,822,076 1,263,106
Loss/( Profit) on sale of fixed assets 12,964 (86,871)
Government grants (recognised)/deferred (6,072,989) (4,017,076)
Interest received (1,509,092) (1,785,255)
Interest paid 9,515 -
(5,737,527) (4,626,096)
Chanages In working capital (2,445,655) (42,394)
Increase In debtors (1,935,390) (375,1086)
(Decrease)/Increase in creditors {510,265) 332,712
Cash generated from operations (8,183,182) (4,668,490)

11 Taxation

Receipts and accruals to the trust are exempt from income tax in terms of section 10(1)(f) of the Income

Tax Act,
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—

Income
Govemment grants recognised

Interest received

Olher

Profit on sale of fixed assels
Training income

Traveling income

Total income

Expenses
Adverlising
Annual report
Audit Fees
- Annual audit - Current year
- Annual audil - Previous year: Under provision
- Quarterly audil
- Other services
- Managemenl services
Bank charges
Capital replacement - Depreciation
Cleaning expensas
Clothing Expenses
Computer Expenses
Courier and postage
Course consumables
- Cabinet making
- Supervisor
- Uphaolstery
- Wood finishing
- Wood machining
- Workstudy
- Oither
Electricily and walar
Entertainment
General Expenses
Insurance
Interest paid and VAT penalties
Legal Fees
Loose lools
Motor expenses
Office expensas
Printing and stationery
Professional Fees
Rates and laxes
Refreshmeants
Rent paid - Heyman's coltages
Rent paid - Office equipment
Repalrs and maintenance
= Office aguipment
- Machinery
- Vehicles
- Heyman's collages
- Buildings

2005 2004
R R
6,072,996 4,017,076
1,509,092 1,785,255
158,799 132,192
(12,964) 86,871
3,097,532 1,229,191
’ 1,515
11,725,455 7,252,100
11,725,455 7,252,100
203,906 57,421
38,850 41,678
120,651 108,808
9,000 12,000
1,300 13,760
65,241 55,374
30,528 19,774
14,582 7,900
29,538 16,748
1,822,083 1,263,106
59,284 27,798
17,141 5,935
69,872 101,329
40,273 40,346
465,573 167,295
41,811 16,917
- 210
29,052 37,175
96,699 78,254
297,635 30,797
- 1,500
376 2,441
168,292 38,962
‘ 965
143,437 125,458
199,559 107,514
9,515 :
11,587 6,424
258,326 96,036
51,396 51,543
136,949 187,383
176,812 76,632
6,976 2
216,376 111,951
79,327 58,549
140,061 164,479
78,502 57,321
386,713 103,367
433 7,315
342,092 21,832
6,890 6,168
960 10,600
36,338 57 452

P e i |
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‘ THE FURNITURE TECHNOLOGY CENTRE TRUST

INCOME STATEMENT
for the year ended 31 March 2005
| 2005 2004
NOTES R R
[ Salaries and wages 5,027,325 2,990,329
Security 64,536 25,156
Staff recruitment cost 9,818 90,211
Staff training 192,315 30,786
Student training 8,033 14,400
Subscriptions 13,155 4,608
Swedish company expenses 67,892 91,876
Telephone and fax 521,990 235,797
Travel and Accommodation 885,820 751,887
- Staff 629,610 518,064
- Trustees 115,163 106,392
- National initiatives 141,047 127,431
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Centres
Cape Town
8 Lowestoft Street Paarden Eiland
PO Box 115, Paarden Eiland, 7420
Tel: 021-510 0088 Fax: 021-510 0090

Durban

63 Willowfield Crescent, Springfield Park
PO Box 74087, Rochdale, 4034

Tel: 031-579 3883 Fax: 031-579 1896

George

Nelson Mandela Metropolitan University, Saasveld
PO Box 10205, George, 6530

Tel: 044-871 0953 Fax: 044-871 0962

Umzimkhulu

T52 Hospital Road, Umzimkhulu Industrial Area
Umzimkhulu, 3297

Tel: 039-259 0993 Fax: 039-259 0995

White River

5 Indus Road

White River, 1240

Tel: 013-750 3066 Fax: 013-750 3015



