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NAME & CONTACT DETAILS

Registered Name
The Furniture Technology
Centre Trust (IT 1663/2000)

Trading Mame

Furntech

Contact Person
Michael Reddy
Chief Executive Officer

Contact Details
Telephone:(021) 510 0088
Fax:(021) 511 1349
Email:

michaelr@furntech.org.za

Physical Address
(National Office)
B Lowe Stoft Street

Paarden Eiland

Cape Town

Postal Address
PO Box 115
Paarden Eiland

7420
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MESSAGE FROM THE CHARPERSON OF THE
BOARD OF TRUSTEES

This past year saw the opening of the Furmtech
Centre at White River: 2 centre requested by
industry and government, both provincial and
Jocal. The result of this gnithusiasm has been d
great demand for the cenire's services. Furntech
now has five Centres of Excellence of fering our
suite of business technology incubation, training
and technology demonsiration.

The year offered the furniture industry much
success and some sethacks with the closure ola
umber of large factories resulting in many
hundreds of people losing their jobs. In Kwalulu-
Natal the adversity affecting large manufacturing
companies stimulated entrepreneurial individuals
o take advantage of he gaps that appeared in the
mmarket, resulting in high demand far our
successiul business technology incubation
programme.

During the past year Furmtech's prowess in
combining technical skills development and
pusiness incubation Was acknowledged during
international conferences in the UK, USA, China
and Africa. The result was a series of successful
frain the trainer interventions in Zambia which
culminated in our participation in that country's
first forestry industry conference.

The organisation is now well established and
soundly placed to carry out the objectives sel by
the Board of Trusiees, with a clear devolution of
responsibilities. The CEO and staff both support
and contribute to the aims and objectives of the
Board. Indeed, the SUCCESS of Furntech results
from the high standards and excellent guidance of
the CEO and his staff.

Furntech is unique in the Department of Trade and
Industry (dii's) stable, as it is the only incubation
organisation with a mission to provide both
training and incubation that would raise the
standards of furniture manufacture in South
Arica. We welcomed the opportunity to add
incubators to our portfolio as this not only

supports the govemments policy of small
business development, but it gives further
credence to our training function. Incubation,
however is an expensive activity and willin all
probability continue to require subsidisation
beyond the point at which the Board had planned
fhat training should be seli-sustaining.

The Board joins me in congratutating the CED,
Michael Reddy, and his team of another excellent
year in which they demonstrated thelr dedication
1o the high standards that they have sel
{hemselves. Appreciation also oés to the dti for
thelr financial support and encouragement, to our
stakeholders for {heir loyalty and support and 0
our Swedish partners at the Tibro Training Cenire
wha inspire the high standards that we hold dear.

%W

John Mortimer
Chairperson: Board of Trustees

= e dAE







Mpumalanga
Free State
3% =

Cds lu Caﬂﬂ

6%

KwaZulu-Nata
s 18%

Limpopo
20, ~North West
2%
~ Northern Cape
1%

Gauteng
41%

WESthrE;EDE Figure 1: Location of furniture manufacturers in South




REPORT BY THE CHIEF EXECUTIVE OFFICER

The government's response to growing the local, regional and national economy,
and implementing sustainable solutions for poverty and inequality is underpinned
by the National Skills Development Strategy for 2005 - 2010; and national initiatives
such as business technology incubation, which are promoted by the dti,
Department of Science and Technology, and Asgisa,

These strategies, accompanied by investment in the current industry and the
simultaneous creation of new businesses through the business technology
incubation programme will stimulate growth In the economy. Furntech is ideally
situated to contribute to improving the productivity of exisling businesses and
creating new businesses in the furniture and wood products industries.

During the past five years Fumlech has established five business lechnology
incubation (BTI) facilities and is therefore in a position to advance the process of
creating new businesses in the woodworking sector. We have established 36
incubators at four centres, with 10 more coming on stream at the White River
Centre from April 2006,

Furthermore, Furntech is a Forest Industries Education and Training Authority
(FIETA) accredited service provider, We of fer a range of South African Qualifications
Authority (SAQA) approved skills development programmes and leamerships to the
furniture and wood products sector, including training in computer aided design and
computer numerically controlled (CNG) manufacturing.

All our centres are accredited by FIETA to offer learmnerships, skills programmes and
short courses inthe four disciplines:

Cabinet making
Wood finishing
Wood machining
Upholstery

% ¥ »

The Tibro Training Centre (TTC) in Sweden has also accredited the facilities and
services offered by Furntech, and Furntech is the only vocational service provider in
the furniture sector that has been accredited to offer skills development at NOF
Leveld.

We are rapidly becoming the skills development service provider of choice to all
major furniture manufacturers in South Africa, especially in the regions where we
have a physical presence. There are accredited Fumtech Centres of Exceflence in
Cape Town and Georga in the Western Cape, Durban and Umzimkhulu in Kwa-Zulu
Natal and White River in Mpumalanga. The George Centre is actively meeting the
needs of manufacturers in the western half of the Eastern Cape. In addition, we also
provide a skills development facility to a number of sawmills. These services are
further enhanced by additional beneficiation thal includes a Supervisor
Development Programme and assisting companies to comply with legislation such
as the Skills Development Act and Occupational Health and Safety legislation.

Aamk L aail

LOADING.........




BUSINESS TECHNOLOGY INCUBATION

Furntech is achieving its objective of developing new and existing small businesses
in the furniture industry through business technology incubation (BTI). The UKEI
defines business technology incubation as “the process of providing a protected
environment wherein a new and/or existing business can be established, nurtured
and developed into a sustainable enterprise”. The incubation programme at

Furntech is based on this definition.

Furntech's programme is designed to nurture and accelerate the successful
development of start-up and fledgling companies by providing entrepreneurs with
an array of targeted resources and services, These services are developed and
coordinated by the incubator management and are offered by the Furniech
incubation teams and through our network of contacts, Our main goal is fo produce
successful firms that will leave the programme financially viable and independent.
These incubator graduates have the potential o create jobs, stimulate communities,
use technologies, and strengthen local, regional, and national economies.

To date, 28 new businesses have been created via Busingss Technology Incubation
(BTN} at Furntech, of which previously disadvantaged individuals own 89.3%. These
businesses have created B6 new jobs.

BTl s internationally recognised and Furntech, through its attendance and
participation In busingss incubation conferences in the Uniled States, Uniled
Kingdom and China during the reporting period, is acknowledged to be the leading
developer of a sustainable model for manufacturing incubation in the furniture and
wood products sector.

SKILLS DEVELOPMENT

The stated objective of Fumiech is for each Centre to be an accredited and
recognised world class Centre of Excellence that identifies and addresses the skills
development neads of the South African furniture industry,

We continually strive to add value to the skills development process so that both the
employees and employers benefit. This value adding process is based on the
premise that the unit standards specily minimum standards to be achieved, and
Furntech delivers programmes that exceed these minimum standards.

Our team, learning materials, leaming programmes and assessment practices are
benchmarked against national and international best practice to ensure that we are

well positioned to meet the challenges presented by the government's NSDS and
Asgisa.

Fumiture manulacturers are aware that Increasing competition from cheap
imports, the lack of design capability, poor product quality and manufacturing
performance, critical shortages of cabinet makers and upholsterers, low
management education levels, the lack of broad based black economic
empowerment in the industry, and the inability to work together as an industry are
issues that urgently need to be addressed. The most immediate solution

U

manufacturers have idenlified s skills development, with many
manulacturers wanting to participate in the NSDS and take advantage
oftaxincentives and initiatives by FIETA.

FIETA's biggestintervention in the industry was the Shintsha Furniture
Project in association with the National Skills Fund. During the project
FIETA offered substantial rewards in the form of allowances and
granis o manufacturers parficipating in the project. The project
ended in December 2004; and 5o did the allowances and grants, FIETA
awarded almost no discretionary grants to the fumniture industry
during 2005/6 and Furntech has had to invest much time and effortin
convincing employers to train their staff and to pay for training, with

very Iittle assistance from FIETA.

To date, 1204 learmers have completed various skills development
programmes including leamerships at Furntech. In addition a further
B0 leamners are still undergoing training.

* 91.6% of all learners were previously disadvantaged (PDI);
* 17.2% of all learners were female;
* 8.13% of all learners were disabled:

Skills development is a core business competence and, despiie the
sethacks, we will conlinue to offer vocational skills training to
manufacturers who agree with the Minister of Labour, Membathisi
Mdladlana: “No matter how much you invest in new equipment or new
systems, the key to your success lies in the attitudes, skills and
support of your people.”

The challenge facing Fumlech is to assist the indusiry in a
fundamental reorientation in its traditional thinking and of fer solutions
lo skills related issues in the fields of design, productivity,
technology, Innovative finishing techniques, line management
capacily building and qualifications,

Ministerof Labour Membathisi Mdlalana visited
Furntech Durban.



HEALTH, SAFETY AND THE ENVIRONMENT

Furntech has integrated safety, health, and environmental (SHE) principles into its
sustainability policies and procedures, and the organisation is committed to
ensuring that all its services are delivered in a manner that is safe and does nol
endanger the health of its stafl, stakeholders and communities and the

environment,

Al Furntech centres comply with the requirements of the Occupational Health and
Safety Act and are now benchmarked against the International Labour Organisation
recommended Occupational Health and Safety Assessment Serles (OHSAS 18001)
specification.

The National Training Manager is the Health and Safety Risk Manager, and Fumtech
appointed IRCA as its external auditor. IRCA conducted an audit in Dctober 2005
and commended all the centres for their compliance with the Occupational Health
and Safety Act and OHSAS 18001.

TECHNOLOGY DEMONSTRATIONS

Furntech uses technology demonstrations to create awareness of new lechnologies
and new, and existing, manufacturing methodologies that challenge current
industry thinking. These demaonstrations lead to enhanced understanding,
knowledge, and acceptance of new technologies, and hence to technology transfer
and innovation.

Furntech has and will continue to build inkages with national and international
industry partners that will assist with the demonstration and ftranster of
technologies. Furntech hosted 10 technology demonstrations that were attended by
121 participants during the year.

TECHNOLOGY TRANSFER

Furntech focuses on skills development and technology as the most significant
drivers of international competitiveness and organisational development. Together
with our partners we strive to assist the sector to develop the skills of its employees
and to use technology to gain entrance into new markets.

In addition, Furntech assists local companies, where possible, by organising
international study tours for the industry and its technical staff. The aim of these
study tours is to expose local manufacturers to opportunities in the national and
international markets as well as international best practise. In May 2005 five
members of staff attended Interzum, the intemational trade fair for the fumiture
fittings, hardware, and consumables sector held in Kéin, German. They also visited
Hannover to attend Ligna, Europe’s largest trade fair for the sawmilling and
woaodworking machinery and equipment suppliers.

The information and experiences gathered at these exhibitions have been
incorporated into Furntech's leaming programimes.

SWEDISH PARTNERSHIP

The Swedish International Development Agency, through the Tibro
Training Centre (TTC), located in the heart of the Swedish furniture
manufacturing industry, has been Furntech's development par tner
since inception. TTC's input has changed from being permanently on-
site for the first three years of our existence, to 20 weeks per year for
the nextthree years.

TTC's largest contribution has been In the areas of human resource
development, international safety standards, and learning

programme development,

Five members of Furntech's training staf fvisited TTC and a wide range
of Swedish furniture manufacturers in May. In November the Mayor of
Tibro, Claes Jagevall, the head of the Tibro municipality Annika
Larssan, Tibro's director of trade and industry Barje Malmsten and
Mikael Johannsson and Per Garenius of TTC visited all Fumtech
Cenires. They joined the Premier of Mpumalanga, Thabang
Makwetla, and the Swedish Ambassador to South Africa, Anders
Mollander, in wishing Fumntech well during the ol ficial opening of our
White River Centre,

MANAGEMENT

The investment in excellent human resources, quality equipment, and
external safety, health and the environment auditing firms 1o ensure
legal compliance with legislation are complemented by sound
financial management,
PriceWaterhouseCoopers as i1s external financial auditing firm and

Furntech has appointed

we constantly evaluate and upgrade our financial systems to ensure
improved conirol of income and expenditure, and compliance with
the Public Finance Management Act (PFMA).

The Board of Trustees adheres to good corporate govemance based
on the recommendations of the King Report on Corporate
Govemnance for South Africa, 2002 (King Il). This process reinforces
our relationship with our stakeholders and ensures compliance with
the PFMA,

The Premier of
Mpumalanga,
Thabang Makwetla
opened Furntech
\Whito River
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Furntech's goals

* business technology incubation facilities;
% skills development Centres of Sectoral Excellence; and
" technology demonstration and technology transfer centres.

The main objectives of Furntach are to establish world class: F“: ORM
A

The primary aim of these Centres is to enhance the ability of the Industry to become globally competitive.
Objectives and perlormance indicalors

Fumntech's activities are governed by the objectives specified in the Memorandum of Agreement (MoA) between Furntech and the dii. The following objectives

are specified in the MOA;

1. Develop and equip a centre of furniture manufacturing excellence to facilitate the spread of intemational
benchmark expertise;
Develop the skills levels of industry employees and new entrants from shop floor to management level;
LUse Swedish expertise to develop a pool of frainers, facilitators and expertsin order to increase skills and
access, understanding and acceplance of new technology, methods and systems;

4. Provide atechnology auditing and advice service to the furmiture industry and, by way of technalogy
transfer, infroduce new manufacturing technologies to the industry;
5, Demonstrate and incubate new technology to create new businesses and expand existing businasses by

providing facilitias, business and equipment advice, and mentoring to increase the number of start-up
micro, small and medium enterprises (SMMES);

B, Source and provide business training for all users of the incubators,

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

B. Assistthe industry in upgrading its technology to increase productivity and exports, and to become
Globally competitive;
a Establish satellite centres that will enable Fumtech to ex tend the full range of services on a national basis.

Furntech's Board of Trustees and Management Team ensure that key performance Indicators in the form of stralegies, outcomes, outputs and achievements are

developed, implemented, and assessed during the period under review,

The joint Strategic Meeting of the Board of Trustees and the Furntech Management Team on 21 November 2005 reviewed the operational strategies
incorporating performance indicators for each objective that were specified at the Strategic Meeting held on 25 November 2004. The CEO and Team Furntech

reported that they had achieved the following:



Objective 1

. |
Establish and operate national centres of furniture manufacturing exceliance
1o facilitate the spread of intemational benchmark exp‘grh‘se \ '

\

Strategy

" Update the regional needs analysis aS‘an nngcﬂng a::l,lvuy

* Resource the White River facilify. \

- Develop an external assassmen’t sysleni‘ with ralevant|
stakeholders,

" Establish Regional Gunsuﬂaﬂw Foryms in George, Durban &
Cape Town,

Mhl&unmﬂnls

There are five fully equipped centres operational in Cape Town,
Durban, George, Umzimkhulu and White River.

The current statfingis based on our employment equity plan and
meets aur current business plan and reglonal needs.

" A FIETA-accredited quality management system (OMS) has been
developed and implemanted.

Each centre of fers a range of services based on the regional
needs.

All five centres have been accredited by FIETA as a service
provider,

Al five centres have been accredited by TTC,

Objective 2

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

Slrateqy

Conduct a.company specific needs analysis,

Conduct a management fraining needs analysis.

Develop the appropriale learning materials.

Ensure the programmes can satisfy the needs identified.
Develop an upholstery training programme by March 2006.
Assist companies inthe implementation of leamerships.

- - - L] - -

ﬁmhiavemnnls
A needs analysis is conducted at each company embarking on
skills training with Furntech,
* 288 Employed learners have' completed or are completing
varipus training programmeés at Fupntech in the year to date.
A customer satisfaction survey has been/implemented. This
process Is supported by formal interv[ews with our customers
on a national basis, / l
A FIETA- am:remlad training policy hag heen implemmtsd and Ihe
learning materials have begh aligned with lhé unit standards and |
Identified company needs. /
b The upholstery training programme has haen damfuped hﬁrt not
fully implemented due to the dif ficulties Il}’mnmrm'lg |
appropriately qualified staff that can dslwﬂr the rquurrad I?\rﬁl and
quality of training.
Furntech also provided wood finishing skills tralmnu in Ia'rntlla to
30 furniture manufacturers,
ol The National Training Manager delivered a paper on Furnle-:h‘s
Model of Skills Development in Lusaka at Zambia's first forestry
sector conference in October, |

|l Y

I

~ Objective 3

I' Dmlqi:p a pool of suitably qualified trainers, facilitators, and experts in
| order lo incregse skills and access, understanding and acceplance of new
| technology, methods, and systems.

Strategy | /

5 Dwe!up a careey plan for all staff.

. Implement the Furntech stal! development strategy.

Achievements

. Each centre is staffed as per (hie organisation's structure.

" There s a development plan for each individual, which includes a
career path based on a hierarchy of qualifications.

W An employment equity plan, developed by the Employment

Equity Commitlee, has been approved by the Board of Trustees
and has been implemented.

. The Workplace Skills Committee has developed a Workplace
Skills Plan that has been approved by FIETA.
» The National Training Manager, Technical Manager and three

members of the training staff participated in a study tour to
Germany and Sweden in May.

A  Objective 4
3
Provide a technology auditing, advice and demonstration service 1o the

furniture industry and, by way of technology transfer, introduce new
manufacturing technologies to the industry to become globally competitive.

Stralegy

. Prepare a schedule of demonstrations.

* Prepare a schedule of networking sessions for industry and
incubatees.

Achievemenls

" 10 Technology demonstrations were held in the year to date.

* Focus group sessions were held to markel Furntech's services

and facilitate networking between members ofindusiry.
\‘a Objective 5.

Incubate technology and skills to cfEatE new businesses and expand
existing businesses: y providing facilifles, business training, equipment
advice, and men!nnn 1o mcre-aea the number of start-up SMMEs

Strategy, |

Al F'mmute the [ncuhahun strategf on a regional basis.

* | Wetwork Imcuhamﬁs and service providers.

Achi emenls | \

5 Each centre has buslnm technology incubation (BTI) faciilties.
« | The Furntech BT policy has been implemented.

* | Fumtech's national average incubator utifisation is 78%.

* | Incubatees are mentored by Furntech's trainers.

A post incubation facility is being developed in Umzimkhulu, in

{ conjunction with the local municipality.

The CEQ and Business Development Manager atlended the

' Mational Business Incubation Association conference in the

' United States in May.

* The Business Development Manager delivered a paper on
Fumntech's Incubation Model in Lusaka at Zambia's first forestry
Conference in October,

* The Chair and Vice Chair of the Board of Trustees parficipated in

the Chinese Business Incubation conference in October,



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

y Develap the network of potential employers in each region.

. Market the learners o potential employers.

Achlevements

* 35 unemployed learners have completed their training to date.

.} 64.4% of unemployed learners have been placed in employment
within six months of complating their training.

B 60.1% of unemployed learners are still in employment af ter six
manths,

* 52.5% of unemployed learners are still in emplayment after 12
Months.

" Furntech cooperates with public and private partners to develop

relevant leaming programmes thal assist unemployed people and
community-based initiatives thal work with wood.

-

‘ Objective 7

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

Strategy

Equip each centra with the necessary resources.
- Markel the services of fered on a national basis

b Objective 8
L

Investigate expansion possibilities in Gauteng and other regions by 2006

Slrategy

Conduct a needs analysis in the other regions in consultation
with the regional stakeholders.

* Develop a business plan for each region.

Achievemenis

" There are five centres in operation nationally.

o Other locations, including Gauteng, are being investigated.

‘ } Objective 9

Develop the Regional Centres into sustainable businesses:

Strategy

Develop plans to generate the required levels of income.

Achievements

. The George Centre achieved breakeven in March 2005.

: The current prajections are that Fumtech will achieve breakeven
by March 2008.

\ ‘ Objective 10

Develop p design capablity within Fumiech

!i_trai:ﬂn'.r' - _
Establish a national task feam to develop s objective.

Achievements

A Furniture Design Forum is being organised in KwaZulu-Natal in
conjunction with the Provincial Department of Economic Development and
has been scheduled for May - June 20086,
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ACHIEVEMENTS

Training

Research by the NP and the HSRC indicates thal unless fumiture manufacturers
improve their competitiveness there could be a sustained contraction of the industry.
A determinant driver of competitiveness is skills development. Formal skills
development in the sector dwindied until 2001 when Furntech's entry into the market
became a catalyst for skills development in Gape Town, Umzimkhulu, the Southem
Cape (George), Durban and White River.

Certificates for learners with disabilities

The tables below provide a schedule of leamers who have successtully completed the various Skills Development Programmes offered nationally by Furmiech,

Beneficiaries undergoing skills development between 1 April 2005 and 31 March 2006
Unemployed Beneficiaries of Training

18

16

14

12

10

|

hiale | Femala |Disahla|:| Mala | Femala |Disablod Male | Femala | Disabled Make | Femala Dis ablad
African Colowred | recliain White




Employed Beneficiaries of Training

140

120

100 1-

1Fan‘u]a] Disabled | Male Female ] Disabled
| Indian - White

OMale
EFemale |-
[CDisabled




“ Analysiso

Racial Clas

ation'ol Lea

for the period 1 April 2005 and 31 March 2006

\\

? parative Analysis of Training from 2001 to March 2006

_,l'

Dafrican
EColoured
Oindian

— | OWhite

150

100

M

& -

21102

| Unemployed

o

Emplayed Lhﬂnnmad Employed | Unemployed | Employed | Upamployed | Employed |ununpiu:.-ad

2005

2006
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45

40

Beneliciaries ol the Incubation Programme as at 31 March 2006
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e Dusinesses i incubation are

Incubatee Add X Trading 13 cc trading as TROPICAL WOODS

Centre Cape Town

Date of enlry and exit June 2004

Description of business The business manufactures furniture and clocks from Zimbabwean teak

Employees 2

Incubatee Meyer Von Wielligh Manufacturers

Centre George

Date of entry April 2005 (i

Description of business Manufactures a wide range of high quality solid wood and board products household \I’E
and commercial furniture.

Number of employees 4

Incubatee The Furniture Paint Shop

Centre George

Date of entry July 2005 i

Description of business Finishing of indoor and outdoor wooden products [ (w

Number of employees 3 (2 disabled) it

Incubatee Arbeidsgenot Meubels en Houtwerk

Centre George

Date of entry October 2005

Description of business Manufactures indoor and outdoor furniture )

Number of employees 1

Incubatee Enigma Upholstery

Centre Cape Town

Date of entry May 2005

Description of business Manufactures upholstered furniture products

Number of employees 1

Incubatee Mnweba Interior Designs

Centre Cape Town

Date of entry August 2004

Description of business Manufactures built-in cupboards for a community market

Number of employees 1

Incubatee Ramedi Designs

Centre Cape Town

Date of entry April 2005

Description of business Manufacturing of space-saving and multipurpose furniture

Number of employees 2

Incubatee House of Deleon

Centre Cape Town

Date of entry May 2005

Description of business Manufactures sleigh beds and matching bedroom furniture

Number of employees 3

% |



Majestic Assemblers

Azee Furniture Manufacturers cc trading as Unique Church Furniture

Timber Sector

P e
Hhulanathl Wood kaers

Date of ent | Februa ﬁi"" 'ﬁm_-'-
| Description of business | Manufacturer of pine | door frames
Number of employees ‘“" :

m
_

|
‘




| Incubatee
Centre

“Description of busi
Number of employ

i
i L

u4‘--"'ll'-- i, &

Umzimkhulu Wood Cluster Co-operative

Senzu s Furniture Makm

wale

Incubafea -

' Batnnf'ahw

n of business if built-in cupboards, desks, wardrobes
mmhﬂr of employees
Incubatee Umzamo Woodworks
Centre Durban
Date of entry February 2005
Description of business Manufactures pine {ables and chairs
Number of employees 4 :
Incubatee Double Guys Wood Workers
Centre Durban
Date of entry February 2005
Description of business Manufacturing of general household furniture
Number of employees 4
Incubatee Thutukani Woodwork
Centre Durban
Date of entry February 2005
Description of business Manufacturing of pine ironing and chopping boards
Number of employees 3
Incubatee Men of Wood
Centre Durban
Date of entry May 2005
Description of business Manufacturing of wine racks
Number of employees 7 disabled
Incubatee T & T Concepts
Centre Durban
Date of entry February 2006
Description of business Manufactures built-in-kitchen units and other household furniture
Number of employees 5

|||/ ™y
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Putin Trading

Phakama Cabinet Makers

_r' -—“‘_

Incubatee _|

| Lugogo Trading Enterprise

astures and supplies built-in-cupboards
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Matters Relating to the MOA and the PFMA

Concerns relating to the MOA

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

Concerns raised by the audilors

Concemns raised by the auditors were addressed during the year under reviaw.

Statemenl of Compliance

« Compliance with 2003/2004 conditions of assistance:
Fumtech has complied with all of the terms and conditions in the MoA in respect of financial assistance provided during the previous financial year,

+  Mecessity for continued assistance:
Furntech has demonstrated its ability to consistently defiver against the objectives specified in the MoA. Furntech's record of accomplishment to date is
Impeccable; however the project is still in the start-up phase in terms of its national objectives, and at this time is nol 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 is still meritorious:

Furntech's success indicates that itis a valuable resource thatis contributing to the grow th and improved competitiveness of the furniture and wood products
industries. Atthe same time ithas met, and in many cases exceeded, the requirements of its key performance indicators,

Furntech engages with stakeholders atlocal, regional and national levels to ensure that we contribute to existing businesses and create new businesses in our target
Industries. 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 curiail all of these interventions and will, in all likeliho od, resultin the closure of the project.

Compliance with 3 38 (j) of the PFMA;

Furntech complies with Section 38(j) of the Public Finance Management Act and has implemented ef fective, efficient, and transparent financial management and
internal control systems. The internal and ex ternal audits are conducted by PriceWaterhouseCoopers. The processes followed for the internal audit are the same as
The extemal audit, except that the intemal auditis conducted on a quar lerly basis. The Board of Trustees has approved the audit plan.

“Thumbs up to business lechnology incubation™

r 2w



THE YEAR AHEAD

South African exporters are continuing to lose markets to low wage developing countries in Asia and other parts of the world. These developments are compounded
by international trade agreements and the exchange rale. A discerning customer base with a choice of imports or local products are forcing a shift in the basis of
competition from price fo a range of issues including quality, delivery reliability and flaxibility as well as price. Many manufacturers have either closed their doors or
re-aligned their products in the local market.

The challenge facing Furntech is to assist the industry in a fundamental reorientation in its traditional thinking and of fer solutions to skills related fssues in the figlds of
design, productivity, technalogy, innovative finishing technigues, line management capacity building and qualifications.

One of the key objectives of Fumntech is to grow the sector by assisting the industry to achieve international competitiveness and thereby increase their global market
share. Tothis end, Furntech, asa Centre of Sectoral Excellence, will provide assistance to companies to determing their needs and, where appropriate, will also assist
these companies 1o source the skills required,

Another key objective of Furntech is the development of small and medium enterprises. We do this via our BTI programme that provides facilities, equipment,
business development, marketing and technical expertise, administrative support and business mentoring to new and established companies at very competitive
rates.

The primary focus of Fumntech is South Africa; however we believe that expanding our services across our borders is anatuta[pmurassmn ;]L\rerl national initiatives
| |

such as NEPAD. There is significantinterestin Furntech in Africa and we are addressing these client demands when uwzy anse| | .'

The development of Fumntech into a national service provider has been characterised by the fach that each of the rEglunal #entres asa dlllferent lh::us haafed on
regional needs. In some centres the key focus is business technology incubation from the mceptlan of that' pentre l!l other camras the 1m1ial rncué is me gﬂng the ;'f
training needs of indusiry, while gradually shifting to business technology incubation, \ \ -51 \ - ' | / j

) \ [ [ /
' / /
The focus for 2006/2007 will be to consolidate our organisation and services while dwua:rpmg uu‘r re:a:iun\thp wimlhe E.‘maIJ Enlemnse Dwehpmmlhgﬂnny {aéda}

Technology Programme. We are confident that this innovative relationship will FBSull in nnw and véipa-addlnq daw!-upmanls and interventions that will ensure that /

Furntech continues on the road to sustainability: N N\

N

The key focus areas will therelore be the same as the previous year,

%,

a. Markeling and branding: establish Furntech's name and reputation as mgnchmmrurhuslne&s technology incubation and training and development in
our seclor;

b, Staff Development: ensure that our team members are allracugn’,s,etlfurlhairt:nmpalencies prniasslunalnsm and attention to detall;

c. Customer Relationship Management: build honest, open and prn[asslmalrefaltons’mps witfrall our clients and stakeholders and ensure that they come
first every time;

d. Business Creation: ensure that our business tﬂchrmngjrincuha‘dun nmgramrne"mhrwas the stringent objectives that we have specified and that it
continues to focus on the national objective of job creation; and

g. Consalidate Furntech as an International Centre qf_‘_E_}EcaIIanca_
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THE FURNITURE TECHNOLOGY CENTRE TRUST

STATEMENT OF TRUSTEES' RESPONSIBILITY
for the year ended 31 March 2006

The trustees are responsible for the maintenance of adequate accounting records and the preparation and
integrity of the financial statements and related information. The auditors are responsible for reporting on
the fair presentation of the financial statements. The financial statements presented on pages 33 to 45
have been prepared in accordance with South African Statements of Generally Accepted Accounting
Practlice and the Public Finance Management Act No.1 of 1989,

The trustees are also responsible for the trust's systems of internal financial control. These are designed
to provide reasonable, but not absolute, assurance as to the reliability of the financial statements, and to
adequately safeguard, wverify and maintain accountability of assets, and to prevent and detect
misstatement and loss. Mothing has come to the attention of the trustees to indicate that any material
breakdown in the functioning of these controls, procedures and systems has occurred during the year
under review.

The financial statements have been prepared on the going concern basis, since the trustees have every
reason to believe that the trust has adequate resources in place to continue in operation for the
foreseeable future.

The annual financial statements which appear on pages 33 to 45 were approved by the trustees and are
signed accordingly:

Uik ok Wobts:

Trustee Trustee

04-07-2006
Date




PricewaterhouseCoopers Inc
Req. no. 1998/012055/21

Mo 1 Waterhouse Place
Century Cily 7441

P O Box 2799

Cape Town 8000

Telephone +27 (21) 529 2000
Facsimile +27 (21) 529 3300
WL pWe. comlza

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

We have audited the annual financial statements of The Furniture Technology Trust set out on pages 33 to
45 for the year ended 31 March 2006. These financial statements are the responsibility of the trustees. Qur
responsibility is to express an opinion on these financial statements based on our audit,

We conducted our audit in accordance with International Standards on Auditing. 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 included in the financial statements, assessing the accounting principles used and significant
estimates made by management and evaluating the overall financial statement presentation. We believe
that our audit provides a reasonable basis for our opinion.

In our opinion, the financial statements fairly present, in all material respects, the financial position of the
trust at 31 March 2006 and the results of its operations and cash flows for the year then ended in
accordance with Standards of Generally Recognised Accounting Practice and in the manner required by the
Public Finance Management Act of South Africa, no.1 of 1999,

Without qualifying our audit opinion, we draw attention to the fact that with the written consent of all trustees,
we have performed certain accounting and secretarial duties.

%{ y KM%@M dne

PricewaterhouseCoopers Incorporated
Registered Accountants and Auditors
Cape Town

4 July 2006

C Beggs Chiel Exaculive Officar

M J B Kilshoff Chiaf Operating Officer

T D Petersen Chalrman Weslern Cape region D J Félscher Chief Execulive Oicer Westem Cape region

Resident direclors: Z Abvahams, J F Basson, T Blok, € J Bredenhann, E Brink, J M Calitz, M N Campbell, E J Carelse, P M Cromhout, C G de Wat,
B Deegan, C dar Kinderen, N H Déman, C du Toit, T C Esau, D M Fairbank, D J Félscher, H Grilfiths, A C Legge, D G Malan, E A Maritz,

J R Mettier, H D Nel, T D Petersen, S M Robaris, A Stemmel, P A L Strauss, J P van Wk, M Vitakazi, A Wantzel, D J Wastcoll, V Wiess,

J L Wilkinsen

The Company's principal place of business s al 2 Eglin Road, Sunninghill where a list of directors’ names is available for inspeclion.
VAT req.no. 4350174682



THE FURNITURE TECHNOLOGY CENTRE TRUST

BALANCE SHEET
as at 31 March 2006

ASSETS
Non-current assets
Property, plant and equipment

Current assets
Trade and other receivables
Cash and cash equivalents

Total assets

EQUITY AND LIABILITIES
Capital and reserves
Trust capital

Non-current liabilities
Deferred income - Government grants

Current liabilities
Trade and other payables
Provisions

Total equity and liabilities

NOTES

3

I-;‘

2006 2005
R R
32,473,817 26,879,058
32,473,817 26,879,058
1,655,848 2,413,758
19,594,854 21,147,817
21,250,701 23,561,575
53,724,518 50,440,633
810,426 810,426
810,426 810,426
51,204,286 49,014,686
51,204,286 49,014,686
1,505,844 460,982
203,962 154,538
1,709,806 615,521
53,724,518 50,440,633




THE FURNITURE TECHNOLOGY CENTRE TRUST

INCOME STATEMENT
for the year ended 31 March 2006

NOTES

Revenue

Other income

Operating costs

Operating surplus / (deficit) 1
Government grants recognised

Finance income

Finance costs

Net profit/ (loss) for the year

2006 2005
R R

1,404,571 3,997,532
257,321 158,799
(12,942,455) (11,598,679)
(11,280,563) (7,442,349)
10,060,400 5,942,771
1,220,479 1,509,002
(316) (9,515)




THE FURNITURE TECHNOLOGY CENTRE TRUST

CASH FLOW STATEMENT
for the year ended 31 March 2006

NOTES

Cash flows from operating activities

Cash receipts from donors and customers

Cash paid to suppliers and employees

Net cash flow from operaling activities ]
Interest received

Interest paid

MNet cash flow from operaling activities

Cash flows from investing activities
Purchase of property, plant and equipment
Proceeds on sale of fixed assels

Adjustment to fixed assets due to VAT claimed

Cash flows from financing activities
Government grants received

Met increase/(decrease) in cash and cash equivalents
Cash and cash equivalents at beginning of year
Cash and cash equivalents at end of year 4

2006 2005
R R
11,514,599 10,229,327
(19,134,614) (18,412,508)
(7,620,015) (8,183,181)
1,220,479 1,509,092
(316) (9,515)
(6,399,852) (6,683,604)
(7,445,229) (5,211,192)
42,118 21,175
. 1,064,901
(7,403,111) (4,125,116)
12,250,000 14,000,000
12,250,000 14,000,000
(1,552,963) 3,191,280
21,147,817 17,956,537
19,594,854 21,147,817
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THE FURNITURE TECHNOLOGY CENTRE TRUST

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
for the year ended 31 March 2006

The principal accounting policies applied in the preparation of these financial statements are set out below.
These policies have been consistently applied to all the years presented, unless otherwise stated.

1:

Basis of preparation

The financial statements have been prepared in accordance with the South African Statements of
Generally Accepted Accounting Practices (GAAP) including any interpretations of such Statements
issued by the Accounting Practices Board, with the prescribed Standards of Generally Recognised
Accounting Practices (GRAP) issued by the Accounting Standards Board replacing the equivalent
GAAP Statement as follows:

Property, plant and equipment

All property, plant and equipment is initially recorded at cost. Cost includes all costs directly
aftributable to bringing the assets to working condition for their intended use. Property, plant and
equipment is stated at historical cost less depreciation.

Subsequent costs are included in the asset's carrying amount or recognised as a separale assel, as
appropriate, only when il is probable that future economic benefits associated with the item will flow to
the trust and the cost of the item can be measured reliably. All other repairs and maintenance are
charged to the income statement during the financial period in which they are incurred.

Land is not depreciated. Depreciation for other property, plant and machinery is calculated on the
straight-line method to write off the cost of each asset, to their residual values over their estimated
useful life as follows:

Buildings 50 years
Motor Vehicles 6 years
Computer Equipment 3 years
Office Equipment 5 years
Furniture and fittings 3 years
Machinery and equipment 10 years
Hand tools 1 year

The assets' residual values and useful lives are reviewed, and adjusted if appropriate, at each
balance sheet date.

An asset's carrying amount is written down immediately to ils recoverable amount if the asset's
carrying amount is greater than its estimated recoverable amount.

Gains and losses on disposals are determined by comparing proceeds with carrying amount. These
are included in the income statement. When revalued assets are sold, the amounts included in other
reserves are transferred to retained earnings.

Impairment of non-financial assets

Assets that are subject to amortisation are reviewed for impairment whenever events or changes in
circumstances indicate that the carrying amount may not be recoverable. An impairment loss is
recognised for the amount by which the asset's carrying amount exceeds its recoverable amount.
The recoverable amount is the higher of an asset's fair value less costs to sell and value in use. For
the purposes of assessing impairment, assets are grouped at the lowest levels for which there are
separately identifiable cash flows (cash-generating units).

O o



THE FURNITURE TECHNOLOGY CENTRE TRUST

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)
for the year ended 31 March 2006

4. Cash and cash equivalents

For the purposes of the cash flow statement, cash and cash equivalents comprise cash on hand,
deposits held at call with banks, net of bank overdrafts. In the balance sheet, bank overdrafts are
included in shori-term borrowings.

5. Trade receivables

Trade receivables are recognised initially at fair value and subsequently measured at amortised cost
using the effective interest method, less provision for impairment. A provision for impairment of trade
receivables is established when there is objective evidence that the trust will not be able to collect all
amounts due according to the original terms of receivables. Significant financial difficulties of the
debtor, probability that the debtor will enter bankruptcy or financial reorganisation and defaull or
delinquency in payments are considered indicators that the trade receivable is impaired. The amount
of the provision is the difference between the asset's carrying amount and the present value of
estimated future cash flows, discounted at the effective interest rate.

6. Trade payables

Trade payables are carried at the fair value of the consideration to be paid in future for goods or
services that have been received or supplied and invoiced or formally agreed with the supplier.

7. Provisions
Provisions are recognised when the trust has a present legal or constructive obligation as a result of
past events, it is probable that an outflow of resources embodying economic benefits will be required
to settle the obligation, and a reliable estimate of the amount of the obligation can be made.

8. Government grants

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

Government grants relating to costs are deferred and recognised in the income statement over the
period necessary to match them with the costs that they are intended to compensate.

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

9. Leases
Leases in which a significant portion of the risks and rewards of ownership are retained by the lessor

are classified as operating leases. Payments made under operating leases are charged to the
income statement on a straight-line basis over the period of the lease.
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THE FURNITURE TECHNOLOGY CENTRE TRUST

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)
for the year ended 31 March 2006

10.

1.

Financial instruments

Financial instruments carried on the balance sheet include cash and bank balances, investments,
receivables, trade creditors and borrowings resulting from normal business activities. The particular
recognition methods adopted are disclosed in the individual policy statements associated with each
itemn,

Revenue recognition

Revenue comprises the fair value of the consideration received or receivable for course fees in the
ordinary course of the trust's activities. Revenue is shown, net of value-added tax and discounts.
Revenue is recognised as follows:

(a) Course fees
Revenue from course fees are recognised when services are rendered.

(b) Interest income
Interest income is recognised as it accrues (taking into account the effective yield on the asset)
unless colleclability is in doubt.

(c) Donations received
Donations received are credited to the income statement when received.



THE FURNITURE TECHNOLOGY CENTRE TRUST

NOTES TO THE FINANCIAL STATEMENTS
for the year ended 31 March 2006

2006 2005
R R
1. Results from operating activities
The following items were taken into account in the calculation of
the operating profit/{loss):
Profit/{loss) on the disposal of fixed assets (13,144) (12,964)
Depreciation
Buildings 481,129 350,212
Motor vehicles 117,797 105,112
Office equipment 102,997 75,017
Computer equipment 289,283 342,503
Machinery and equipment 804,003 B0G,542
Furniture and fittings - 12,473
1,795,209 1,691,859
Audit Fees
Annual audit 35,318 10,300
- Current year 25,000 9,000
- Previous year - Underprovision 10,318 1,300
Other services 88,642 95,769
Payroll services - 14,582
123,960 120,651
Staff cost
Salaries and wages 5,738,361 5,027,325
2. Property, plant and equipment
21 Land and buildings
Carrying value : At the beginning of the year 20,056,612 17,329,509
Cost 20,768,826 17,691,519
Accumulated Depreciation (712,214) (362,010)
Additions 5,283,928 3,905,448
Adjustments for VAT claimed - (828,141)
Depreciation (481,129) (350,205)
Carrying value : At the end of the year 24,859,411 20,056,612
Cost 26,052,755 20,768,826
Accumulated Depreciation (1,193,344) (712,214)
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NOTES TO THE FINANCIAL STATEMENTS (continued)

for the year ended 31 March 2006
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2.3

2.4

Motor Vehicles

Carrying value : At the beginning of the year
Cosl
Accumulated Depreciation
Additions

Depreciation

Carrying value : At the end of the year
Cost
Accumulated Depreciation

Office Equipment
Carrying value : At the beginning of the year
Cost
Accumulated Depreciation
Additions
Adjustments for VAT claimed
Disposal
Cost
Accumulated Depreciation
Depreciation
Carrying value : At the end of the year
Cost
Accumulated Depreciation
Computers
Carrying value : At the beginning of the year
Cost
Accumulated Depreciation
Additions
Disposal
Cost
Accumulated Depreciation
Depreciation
Carrying value : At the end of the year

Cost
Accumulated Depreciation

2006 2005
R R
409,847 514,960
617,382 617,382
(207,534) (102,422)
139,570 -
(117,797) (105,112)
431,620 409,847
756,952 617,382
(325,332) (207,534)
365,302 93,239
507,144 160,064
(141,842) (66,825)
20,195 363,771
. (16,691)
(1,637) -
(11,658) .
10,021 -
(102,997) (75,017)
280,863 365,302
515,680 507,144
(234,817) (141,842)
480,502 428,405
1,210,136 823,542
(729,634) (395,137)
282,169 428,739
(18,617) (34,139)
(143,582) (42,146)
124,965 8,007
(289,283) (342,503)
454,771 480,502
1,348,722 1,210,136
(893,952) (729,634)

(&S




THE FURNITURE TECHNOLOGY CENTRE TRUST

NOTES TO THE FINANCIAL STATEMENTS (continued)
for the year ended 31 March 2006

2.5

2.6

2.7
2741

2.7.%.1

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

Accumulated Depreciation

Met 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

Cosls incurred: 2005

Cosls incurred: 2006

Adjustments for VAT claimed

Transfer of improvement costs to Umzimkhulu

2006 2005
R R
5,566,751 6,080,129
7,267,080 6,973,016
(1,700,329) (893,787)
1,719,367 513,234
. (220,070)
(35,008) :
(62,700) -
27,693 .
(804,003) (806,542)
6,447,108 5,566,751
8,923,747 7,267,080
(2,476,639) (1,700,329)
44 12,517
69,077 69,077
(69,033) (56,561)
. (12,473)
44 44
69,077 69,077
(69,033) (69,033)
32,473,817 26,879,058
4,962,506 4,962,506
319,258 319,258
21,945 21,945
7,533 -
(404,986) (404,986)
(8,550) (8,550)
4,897,706 4,890,173
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THE FURNITURE TECHNOLOGY CENTRE TRUST

NOTES TO THE FINANCIAL STATEMENTS (continued)
for the year ended 31 March 2006

2.7.1.2 Umzimkhulu

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

Costs incurred: 2005

Costs incurred: 2006

Adjustments for VAT claimed

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

2.7.2 Buildings erected on own property
2.7.21 Cape Town

Administration and workshop buildings

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

Costs incurred: 2005

Costs incurred: 2006

Adjustments for VAT claimed

- Erf 17599, Paarden Island. The size of the property is 2,900 square meters.

2.7.2.2 Durban
Administration and workshop buildings

Initial cost of land and buildings as at 1 July 2003
Cosls incurred: 2004

Costs incurred: 2005

Adjustments for VAT claimed

2006 2005
R R
18,130 18,130
7,615 7,615
163,220 :
(5,123) (5,123)
183,842 20,622
2,500,000 2,500,000
2,787,193 2,787,193
753,649 753,649
367,633 :
(185,632) (185,632)
6,222,842 5,855,200
3,907,635 3,907,635
3,155,115 3,155,115
353,138 353,138
(170,761) (170,761)
7,245,127 7,245,127

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

of the property is 4,026 square meters.
2.7.2.3 White River
Administration and workshop buildings

Initial cost of land and buildings as at 2 May 2003
Costs incurred: 2004

Costs incurred: 2005

Costs incurred: 2006

Adjustments for VAT claimed

- 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 2.1)

100 100

50,133 50,133

2,769,100 2,769,100
4,745,543 -

(61,638) (61,638)

7,503,238 2,757,695

26,052,755 20,768,826




THE FURNITURE TECHNOLOGY CENTRE TRUST

NOTES TO THE FINANCIAL STATEMENTS (continued)
for the year ended 31 March 2006

3. Trade and other receivables

Trade receivables
Less : Provision for bad debts

Deposils
Prepaid expenses

Receiver of Revenue - VAT

4. Cash and cash equivalents

MNedbank call accounts
Nedbank current account
Standard Bank cheque account
Petty cash

5. Trust capital

Donation by founders of trust
- Nelson Mandela Metropalitan University
Retained earnings

Retained earnings at beginning of year
Surplus for the current year

6. Deferred income - Government grants

Government Grants deferred

The breakdown of the total amount of deferred income related to
the different governmental organisations are as follows :

Department of Trade and Industry
Mpumalanga Provincial Government
Western Cape Provincial Government

The movement of the deferred income balance for the year are
as follows:

Opening balance
Grants received during the year

Transfer to income statement in respect of;
Assets depreciated

Operating expenses

2006 2005
R R
1,786,258 1,774,639
(499,800) (10,000)
1,286,458 1,764,639
52,108 49,782
- 144,881
317,281 454,456
1,655,848 2,413,758
16,243,229 19,853,255
3,337,124 1,287,398
11,759 :
2,742 7,164
19,504,854 21,147,817
200 200
810,226 810,226
810,226 810,226
810,426 810,426
51,204,286 49,014,686
51,204,286 49,014,686
50,754,286 48,414,686
2 600,000
450,000 .
51,204,286 49,014,686
49,014,686 40,957,450
12,250,000 14,000,000
61,264,686 54,957,450
(1,795,209) (1,691,859)
(8,265,191) (4,250,906)
51,204,286 49,014,686



THE FURNITURE TECHNOLOGY CENTRE TRUST

NOTES TO THE FINANCIAL STATEMENTS (continued)
for the year ended 31 March 2006

2006 2005
R R
7. Trade and other payables
Trade creditors 361,441 274,716
Deferred revenue 1,015,000 -
Accruals and other payables 129,404 186,266
1,505,844 460,982
8. Provisions
At beginning of year 154,539 135,258
Provision for annual leave 49,422 19,281
At end of year 203,962 154,539
9. Cash generated from operations
Reconciliation of profit/(loss) to cash generated from operations :
Profit/(loss) per income statement - -
Adjustments for:
Depreciation 1,795,209 1,691,859
Loss on =ale of fixed asseis 13,144 12,964
Government grants (recognised)/deferred (10,060,400) (5,942,771)
Interest received (1,220,479) (1,509,092)
Interest paid 316 9,515
(9,472,210) (5,737,526)
Changes in working capital 1,852,195 (2,445,655)
(Increase)/Decrease in debtors 757,911 (1,935,390)
Increase/(Decrease) in creditors 1,094,285 (510,265)
Cash generated from operations (7,620,015) (8,183,181)
10. Commitments
Capital commitments
Capital expenditure approved at the balance sheet dale but not yet incurred is as follows:
Land and buildings 2,545,000 2,500,000
Workshop Machinery 3,850,000 -
Computer Software 45,000 -
6,440,000 2,500,000

Operating lease commitments: photocopiers

The trust leases 5 photocopiers under non-cancellable operating leases at monthly rentals of between

R1,076 and R1,995. These leases are for 5 year periods and ends on 30 August 2010.

The future minimum lease payments under these non-cancellable operating leases are as follows:

Mot later than 1 year 75,588
Later than 1 year but not later than 5 years 258,259
333,847




THE FURNITURE TECHNOLOGY CENTRE TRUST

NOTES TO THE FINANCIAL STATEMENTS (continued)
for the year ended 31 March 2006

1.

12,

Significant changes to the trust's accounting policies
Property, plant and equipment - 1AS 16

The trust has restated the comparative information for the effect of adopting IAS 16 - Property, plant
and equipment. This material restaternent is reflected below:

Opening balances

31 March 2005 1 April 2004
R R
Debit/(Credit) Debit/{Credit)
Trust capital adjustments:
Depreciation on property, plant and equipment (130,225) (130,805)
Government grants recognised 130,225 130,805
Assets and liabilities adjustments:
Property, plant and equipment 130,225 130,805
Deferred income.- Government grants (130,225) (130,805)

Taxation

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



While Furntech 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 form our business vision and are expressed in our
company mission statement:
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Vision Mission
To contribute to the growth To be a practical, productivity driven, globally competitive,
of the industry by offering
world-class tralning and outcomes based training provider with fully equipped facilities,
innovative business offering world class training. To offer comprehensive and
technology incubationta the innovative incubation services in order to assist in job and
furniture and wood products

sactor wealth creation in the furniture and wood products sector.




Motivating

100% each other Efficient service
commitment and professional
at all times relationships
Strive for
continuous Flexibility and
improvement versatility
we, team furntech, are committed to:
Trust and Winning
respect for
each other
Self Exceeding
development expectations
Open and
shared
communication
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FURNTECH CENTRES

Cape Town

8 Lowestofit Street Paarden Eiland
PO Box 115, Paarden Eiland, 7420
Tel: 021-510 00BB Fax: 021-510 0090

Durban

63 Willow field Crescent, Springfield Park
PO Box 74087, Rochdale, 4034

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

George

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

Tel: 044-871 0953 Fax: 044-B71 0962

Umzimkhulu

T52 Hospital Road, Umzimkhulu Industrial Area
Umzimkhulu, 3297

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

While River

5 Indus Road

White River, 1240

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




