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While Furmech conlinually strives lo adapl lo s competilive
environment, there are cerlain core ideals thal remain steady and
provide guidance during the process of sirategic decision making,
These ideals form our business vision and are expressed in our
company mission slatement;

Vision

To contribule o the growth
of the industry by of fering
world-class training and
innovative business
technology incubation to the

furniture and wood products
seclor.

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 in job and

wealth creation in the furniture and wood products sector.
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MAME AND CONTACT DETAILS

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

Trading Name
Furntech

Contact Person
Michael Reddy

Chief Executive Officer

Contact Details

Telephone: (021} 510 0088
Fax: (021) 511 1349
Email; michaelr@fumtech.org.za

Fhysical Address (National Office)
8 Lowestoft Streset
Paarden Elland

Cape Town

Poslal Address
PO Box 115

Paarden Efland

7420
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MESSAGE FROM THE BOARD OF TRUSTEES

The role of Furntech confinues to be crucial in the development of a
healthy furniture industry in South Arica. The industry has experienced
an interesting year: Cheap Impor s continue to make their influence felt as
do matters such as changes of ownership in the local Industry and the
Increased costs and threatening shortage of raw materials.,

Although fumiture manufacturers have complied a substantial list of
critical and scarce skills that they need, sadly very few companies
demanstrated their commitment to developing their employees. We laud
those companies that have used and are continuing 1o use Fumlech's
skills development services lo train their staff and increase their
productivity and thereby their competitiveness.

Fumtech's business technology incubation programme is maturing and,
as we prepare for our first incubatee graduation ceremony, there is a
growing demand for the programme from start up entrepreneurs. During
the past lwo years we have had the opportunity to compare our
incubation model with other programmes in the woeld. It is a production
technology programme: very differeni from softer programmes, IT or
business incubators, for example. As such it requires a clear basic
por tolio of business, production and safety skills which make ils linkage
lo Fumlech's Wraining programme a natural necessity, Each of our
incubator companias is an independent operation with its own business
phan and market, producing unique products on its own or in co-operation
with another company.

The industry has experienced an
interesting year...

Our organisation continues its steady growth. We have purchased, in
Johannesburg, the building for our sixth centre and taken responsibility
for the seventh centre in Mthatha. The Johannesburg centre will be our
biggest undertaking to date, and is being established due to a strong
demand from industry. Mthatha fills a need in the Eastern Cape with the
specilic Department of Trade Industry (dti) industrial strategy goal of
working lowards the creation of a fumiture industry in the area,

One of our main objectives must essentially remain the creation of a skills
training culture in our industry, We have not achieved this yet, For this to
be a success, though, requires an industry to be far-sighted enough to
Invest init's employees and then find ways to encourage those employees
to stay in the employ of their sponsors and not to move on to greener
pastures as this is used as the grealest motivation to not train people,

On behalf of the Board of Trustees | would like to thank our GED, Michael
Reddy and his staff for their contribution and unstinting dedication to the
development and grow th of the furniture industry. Appreciation also goes
to the Small Enterprise Development Agency Technology Programme
(stp) for their financial support and encouragement.

John Mortimer
Chairperson; Fumntech Board of Trustees —




1. PREAMBLE

Business technology incubation is internationally acknowledged to be an ideal medium to support start-up and emerging micro, small and medium sized
businesses. The national Depar tment of Trade and Industry (d1) established the Furniture Technology Centre Trust, IT 1663/2000 trading as Fumtech, in 2000 as
the Business Technology Incubation (BT1) Centre to stimulate new business creation and skills development in the South African furniture and wood products

sector.

InJune 2006 Furntech signed a Memorandum of Agreement with the Small Enterprise Development Agency (seda) Technology Frogramme (stp) whereby it was
agreed that stp will provide special project funds to Furntech to implement the organisation's business plans from 1 April 2006 to 31 March 2009. After this set

period all financial assistance from stp will terminate unless an addendum extending the Agreement is negotiated.

Since its inception, Furntech has established five Centres of Excellence for the furniture and wood products industries in Cape Town and George in the Westem
Cape, Durban and Umzimkhulu in KwaZulu-Natal and in White River in Mpumalanga. The White River Centre of fers skills development services in Limpopo and
the George Centre services the Eastem Cape. These centres enable Furntech to directly provide business technology incubation and skills development services

to 45% of the furniture and wood products sector.

During the first quar ter of the financial year Furntech responded to industry demands and embarked on the process of establishing a Centrein Johannesburg.
In addition, during the second quarter of the year, Furntech was approached by sector stakeholders in the Eastern Cape and talks were initiated to establish a
Furntech Centre in Mihatha. Jointly these new developments will place Fumntech in a position to satisty the needs of 96% of the established and emerging

Furniture industry during the nex1 financial year.




£ REFURT BY IRE LRIEF EAELUTIVE OFFICER

The activities described in this Annual Report would not be possible
without the support of the dii's Small Enterprise Development Agency’s
Technology Programme (stp). The signing of the Memaorandum of
Agreement with sip has added impetus to Furnlech's strategic and
operational abjectives and our goals of contributing lo the process of
alleviating poverty and creating jobs in South Africa.

In addition, the relationship has enabled Furntech to build rapport with a
wide range of sirategic partners including other South African and
international incubators, businesses and communities. These valuable

contributions are shaping Furnlech's continued leaming process.

In December 2006 Furntech celebrated its sixth birthday with the first
national gathering of its incubation, training and administration statf.
The occaslon provided an opportunity for Team Furntech lo critically
review the organisation's achievements and discuss and agree on ways

in which the organisation can continually improve its per formance.

Team Fumntech re-confirmed its commitment 1o the government's
campalgn against poverly and unemployment through our business
technalogy incubation and skills development programmes for micro,

small and medium sized businesses in the wood processing industry,

In s0 daing the organisation once again aligned itself with the dii's
Integrated Small Enlerprise Development Strategy thal “has a vision of
South Africa as an entrepreneurial nation that rewards and recognises
those who recognise a business opportunity and pursue it, a South
Africa with a vibrant and competitive small enterprise sector with

enterprises that grow in both size and success.”

The government's strategy to consolidate and grow the economy and
implement sustainable solutions for poverty and job creation is
underpinned by a range of inifiatives and policies including:

. National initiatives such as the Accelerated and Shared
Growth Initiative for South Africa (ASGISA) and the Joint
fnftiative for Priority Skilts Acquisition (JIPSA)

. The dii's Integrated Small Enterprise Develapment Strateqy,
and

. The National Skills Development Strategy (NSDS) for 2005
2010,

. The national Human Resource Development Strategy

The present shortage of skilled fabour is a major constraint on growth
In the country. The government's response is a specific focus on scarce
and critical skills, and technical skills such as cabinet making, wood
machining, joinery and wood finishing appear on the Department of
Labour's National Scarce Skills List that is ASGISA and JIPSA-aligned.

Furntech is ideally situated to contribute to improving the
competitiveness of existing businesses and creating new businesses In
the furniture and wood products industries through its existing five BT)
and technical skills training facilities, which include 46 incubator units,

In November 2006 Fumtech's Board of Trustees and Management Team
held their annual Strategic Meeting. This important session was used (o
review the year to date achievements of the 2005/2006 stp and
Furntech Business Plan objectives, and set the performance indicators

for the next year.

The review process highlighted the impor tance of Furntech maintaining
a commaon programme of action between formal and informal business,
seda, youth and women's movements, and provincial, district and local
govermnments. Partnerships and linkages with tertiary education
institutions, including the Nelson Mandela Metropalitan University in
George, the University of Stellenbosch, the Tibro Training Centre (TTC)
in Sweden and the University of British Golumbia in Canada will
cantinue to play a crucial role in the development of the furniture and

wood products sector,

Furntech's rapid expansion has established the organisation as a key
point of call for local and interational industry members and
researchers. This position is enhanced by the Forest Industries
Education and Training Authority (FIETA) officially recognising Furntech
as a Gentre of Excellence in the industry,

There are presently five accredited Furntech Centres of Excellence in:
. Cape Town and George in the Western Cape,

. Durban and Umzimkhulu in KwaZulu-Natal, and

. White River in Mpumalanga.

The Gauteng Centre will open In Johannesburg in October 2007 and the
Eastern Cape Centre will open in Mthatha in 2008,

11 nnlj hu-!?q!l:ﬂ\_
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21 BUSINESS TECHNOLOGY
INCUBATION

The Furntech Business Technology Incubation
{BTI) programme is proving to be a sustainable
model for incubating manufacturing companies
inhe South African fumiture and wood products
sector. Furntech's reputation has extended
beyond South Africa and the company has been
invited to participate in incubation conferencesin
China, the USA and the UK, and has consulted to

the governments of Swaden, Zambia and India.

The success of Fumntech's incubation model lies
in its flexible combination of skills training and
business development processes,
infrastruciure, and people, It is designed to
nurture and prolect new and existing small
businesses by assisting selected entrepreneurs
with all aspects of slarting up and developing
their companies into sustainable businesses. In
return each business must meel achievable
milestones within an agreed upon period.

This process promoles entrepreneurship and
encourages the formation and development of
economically viable, registered small and micro
businesses. It is particularly successful at
assisting emerging enlerprises in the second
economy o develop into sustainable and

employment creating participants in the formal

economy.

The incubation programme s rooted in
Furntech's skills development aclivities. The
skills development process has been designed to
benelit both the employee and the employer, and
provides the business and technical skills which
are crucial to the success of emerging micro and

small enterprises.

An extensive network of local and
international partnerships has been
developed by Furntech to assist incubatees
to improve the range and quality of their
products and extend their marketing
activities. In addition, the BTl process
benefits from membership of the National
Business Incubation Association of
America(NBIA). South African Business
Technology Incubation
Association(SABTIA), and the National
Technology Transfer Centre (NTTC).

Furntech is preparing to host its first
incubatee graduation ceremony. In
recognition of the difficulties facing
graduates in rural KwaZulu-Natal, Furntech
and its local stakeholders in Umzimkhulu
have established a fully-equipped
manufacturing facility for the use of

business technology incubation graduates

from the Umzimkhulu Centre,
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Bsses in incubation at Furntech from 1 April 2006 - 31 March 2007 were:

Business owner No of Furntech Producls
employees* | Cenlre
Cyril February 2 Cape Town | Upholstery
Interior decorating
~ Curfains
n & Caskets Joel Marrow 2 Cape Town | Coffins
Caskets
Ngokwam Woodmaster Lemon Mela 1 Cape Town | Dining room suites
Coffee tables
Lamp tables
Buill in cupboards
Cyril Maidoo 1 Durban Solid wood furniture
Hendrik Dulker 1 Cape Town | Tables
Chairs
Gupboards
lerior Designs Raymond Mfaxa 2 Gape Town | Builtin cupboards
Funeral crosses
Household furniture
Dumisani Mkhwanazi | 2 Durban Kitchen units
Timothy Zikhali 1 Durban Solid wood products
Siboniso Miangeni 1 Durban TV stands
Wall units
Chests of drawers
Senzo Nooko 1 Durban Wooden Fiurniture
Photo frames
Grandfather clocks
Dressing tables
Headboards
(itchen And Fumniture Alpha Mchunu 1 Durban Built in cupboards
s Furniture Man. Shusiso Ndlovo 2 Durban General household furniture
Mona Buthelezi 1 Durban Pine Ironing boards
Chopping boards
Themba Mbonambi Durban Built in cupboards
Wardrobes
Desks
Durban Kitchen units
Built in cupboards
Durban Tables
Chests of drawers
Cupboards
Cofiee lables
Durban shop fitting
Durban Built in cupboards
Durban Kitchan units
George Indoor and outdoor furniture
Cape Town | Space saving furniture
George Outdoor furniture




es in incubation at Furntech from 1 April 2006 31 March 2007 were:

nbow Wood Finishers Sithunyiwe Ggomo 1 Umzimkhulu | Wood fi

anathi Wood Workers Yolani Skhosana 1 Umzimkhulu

elu Wood Technologies Nceba Magutywa 1 Umzimkhuiu

que Church Furniture Lulama Tshazi | Umzimbkholu

rbank Door Centre Buyile Bekwa 1 Umzimkhuiu | Pine dod

Purpose Works And Crafts Mindlenkosi Nguse | | Umzimkhulu | Built in ¢

indla Wood Products Yolani Duku 1 Umzimbkhulu

mbuzi Fumniture Mihumbuzi Matta 1 Umzimkhilu

Joseph Mihethwa I White River | Built in ¢

zenzele Upholstery {Oueennath Bhembe

Converters General Sydney
ing

ud African Wood Products | Bongan

yer Von Wielligh (Maverick | Nom
ding 619 Cc)

of full time employee

advanced furniture technologies
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2.2 Skills development

Fumtech is a Forest Industries Education and Training Authority (FIETA) accredited
service provider that is recognised as a world class Centre of Sectoral Excellence.
Each Furntech Centre slrives to identily and address the skills development needs
of the furniture and wood products employers and stakeholders In ils area.

Furntech provides training in NOF registered qualifications and skills programmes
as well as a range of short courses at NOF levels 1 - 4. The leaming programmes
include:

s  Wood machining

s (Cabinet making

+  Wood finishing

= Upholstery

s  Coffin making

= Kitchen units and built in cupboards manufacturing and installation

= Wooden doors, windows, balustrades and staircases

«  Shop fitling

«  Programming and operating GNC machines

«  AutoCAD

The facilitators in each centre act as technical coaches and mentors to the incubatees

participating in Furntech's BTl programme.

Incubatees: Technical Skills Training: 1 April 2006 - 31 March 2007

5o 2%

10%

@ Skills Programmes
O RPL [ Assessments
O Short Courses
mCNC

M AutoCAD

42%

41%

Incubatees: Business skills and management training: 1 April 2006 -
31 March 2007

- m

B Costing, Pricing, Marketing and
Tendering

O Business counselling

13%

42
O Business Plan Preparation

14% 0 Small Business Management

2394, B Registering and operating an
SME




Furntech's learning materials, programmes
and assessmenl practices are verified
against national and International best
practice to ensure that we are well
positioned to meetthe challenges presented
by the the sactor, the NSDS, JIPSA and
ASGISA. In addition, international
benchmarking of the Furntech Centres is
achieved through the Tibra Training Centre
(TTC) in Sweden which has accredited the

lacilities and services of fered by Furntech,

|
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For the past six years Furntech has been analysing provincial and regional trends in
skills training in the fumiture industry. The negative factors influencing employer-

buy in of training during the 2006/2007 financial year are:

. Small and micro sized business owners say they cannot afford to send
people on training courses because thelr businesses are too small and
production would come to a standstill if one person is absent.

. Employers are reluctant to invest in iraining because skilled employees are
“poached” by competitors.

. Many employers don't want lo change their production processes, despite
the fact thal they may be experiencing lechnical difficulties that are
affecting the quality of their products, They do not want to accept that it is
possible for a training provider to improve or enhance the skills in their
company.

Small, micro and medium-sized businesses generally do nol employ
human resources speclalists In thelr companies. The owner or
administrator of the company does not have the time to prioritise filling in
forms such as the Waorkplace Skills Plan, Training Implementation Reports
and Discretionary Grant Applications. Thus, despite the fact that more than
80% of the furniture manufacturing industry comprises SMEs, few of them
are communicating with FIETA, which makes it difficult for FIETA lo
accurately determing the stale of scarce and critical skills inthe seclor.

Employers are still either confused by the different roles played by
Furntech, FIETA and the former Furniture Industry Training Board (FITB), or
they are rejecting the system. In the past manufacturers paid a levy to the
FTB and training was provided by the organisation free of charge.
Employers are now required to pay not only their Skills Development Levy
1o SARS, they also have to pay training providers. FIETA has a long way to
go to convince all employers to understand, accept and participate in the
new system,

On the positive side there are slowly increasing numbers of small, medium and large
employers in the seclor who demonstrate their commitment to skills development by
regislering employees on learnerships, skills programmes and shart courses. Their
efforts are mirored by the commitment to skills training and business technology
incubation of the KwaZulu-Natal, Eastern Cape and Westem Cape provincial
governments and various district municipalities that have ensured that the needs of
existing manufacturers and emerging black owned businesses are addressed.

Skills development is a core business competence of Furntech and, despite setbacks,
we will continue to of fer vocational skills training to manufacturers who agree with the
Minister of Labour, Membathisi Mdladlana that “Skills developmen Is central to the
achievement of South Africa's grow th and job creation objectives.

The skills development challenge facing Furntech is to work with existing and
emerging enterprises lo identify and satisfy skills-related issues in the fields of
fumniture design, productivity, technology, finishing processes, line management
capacity bufiding and the acquiring of qualifications.

e I=1=Tala] h-’r......-.ul._



23 Health, safely and the environmenl

Furntech has inlegrated safety, health, and environmental
(SHE]) principles into Its risk management and sustainability
policies and procedures. The organisation is committed to
ensuring that all i1s services are delivered in a manner that is
safe and does nol endanger the health of our staff,

stakeholders, communities and the environment.

All Furntech centres comply with the requirements of the
Occupational Health and Safety Acl and are benchmarked
against the International Labour Organisation recommended
Occupational Health and Safety Assessment Series (DHSAS
18001) specification.

24 Technology Demonstrations

Furntech uses technology demonstrations to
creale awareness of new equipment and
technologies and new, and existing,
manufacturing methodologies that challenge
current industry thinking. These
demonstrations lead to enhanced
understanding, knowledge, and acceptance
ol new technologies, and hence Io

lechnology transier and innovation,

Furntech confinued to maintain and expand
its linkages with national and international
Industry partners fhat assist with the

demonstration and transfer of technologies.

smuaninn 3 raTRrs
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25 Technology Transfer

The most significant drivers of
international competitiveness and
organisational development for the
turniture and wood products seclars are
skills development and embracing of new
technologles. Together with our par tners
wa strive to assist the sector to develop
the skills of its employees and to use
technology to Improve production
methods and gain entrance into new

markels.

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 wall
as international best practise. In May
2006 five members of slall were
accompanied by an incubatee and four
members of the KwaZulu-Natal Wood
Cluster on a study tour to Sweden and the
Italian international trade fair for

woodworking machinery.

25 Partnership with Sweden

The Swedish International Development Agency
(SIDAY, through the Tibro Training Centre (TTC),
located in the heart of the Swedish furniture
manufacturing industry, has been Fumiech's
development partner since 2001, TTC's input
changed from being parmanently on-site for the
first three years of our existence, to 20 weeks

per year until June 2007.

TTC's largest contribution has been in the areas

of human resource development, application of

international safety standards, and leaming
programme development, Early in February

2007 Barje Malmsten and Mikae! Johannsson of

TTC visited all Furntech Cenfres to review the

progress made. The visit was the culmination of

a formal review process conducted by

independent consultants appointed by SIDA and

Furntech to evaluate the conlributions made by

the partnership to Furntech. As a resull of the

success of the project it was agreed that the

contract would be extended to Decamber 2008

to assist Furntech to:

« Train and develop upholstery
specialists;

« Train and develop GNC machining
centre specialists in the lalesl
technology and methodology; and

« Develop, pllot and implement an
Appreciation of Furniture Design
training programme for small
businesses as well as a Basic
Furniture Design training programme
for existing and new small

businesses.

n November 2006 Fumtech was Invited to
Sweden to parficipate in a workshop on the
hanging role and priorities of the European
Union in the context of international aid to

rican, South American and Asian countries,
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2.7 Financial and Risk Management

The investment in excellent human resources,
quality equipment, and formal safely, health and
the environment audits Io ensure legal compliance
with legislation are complemented by Fumtech's
sound financial management system. During the
period under review Price Waterhouse Coopers
(PWC) was Furnlech's Intemal auditor and

Naubane & Co. was the exlemal auditor,

We constantly evaluate and upgrade our financial
and managemant syslems lo ensure improved
confrol of income and expenditure, and
compliance with the Public Finance Management
Act (PFMA) and internationally accepled risk
management practices.

The Board of Trustees adheres to good corporate
govemance based on the recommendations of the
King Report on Corporate Governance for South
Africa, 2002 (King Il). This process reinforces our
refationship with our stakehelders and ensures
compliance withihe PEMA.

2.8 Staff workshop

In December 2006 the National Team organised the first Fumtech staf! workshop since |

establishment of the five Furntech Centres. The workshop was held in George and stal f memby

were accommodated in the Furntech col tages on the NMMU campus.

The workshop ended with a celebratory dinner at which the following prestiglous awards wi

presented to Furntech members of staff,

Cenlre Trainer of the Year
. Cape Town:

. Durban:

. George:

. White River;

. Umaimkhiu:

National Trainer of the Year:

Employee of the Year:
CEO's Awartd:

Centre ol the Year Award:

Naierm Samaal
Rajesh Butharam
Edmund Thys
Grelg Woodman
Maxwell Jaca
Maiem Samaai
Maxwell Jaca
Cape Centre

Durban Centre

e E=1=1ala h!r ——



d OBJECTIVES AND KEY PERFORMANCE INDICATORS

Fumntech's activities are governed by the objectives specified in the Memorandum of Agreement {MoA)
signed between stp and Furntech In June 2006, as well as those in the 2005/2006 Business Plan which refer n
to the objectives contained in the original MoA between Furntech and the dti.

The seda Technology Programme's (stp) objectives are for Fumtech to;

1. Directly assist emerging entreprengurs during the infancy stage of entering the small business
world in the furniture industry;

2. Equip emerging entrepreneurs with the necessary lechnical skills and technology know-how,
to develop viable products for commercialisation;

3 Successfully train and develop selected individuals in business and technical skills; and

4, Assist emerging entrepreneurs with the establishment of businesses and marketing of products,

These four objectives are incorporated in Furntech's specific objectives set out in the 2006/2007 Business

Plan:

1. Develop Furntechinto a sustainable business,

2 Establish and operate national centres of furniture manufacturing excellence to facilitate the
spread of international benchmark ex pertise,

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

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

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

6. Develop a technology assessment capability within the organisation, and demonstrate the
knowledge and understanding of new wood products manufacturing technalogies to the furniture
Industry

7. Develop a design capability within Fumtech

8. Investigate expansion possibilities in Gauteng and other regions

g, Develop aninternal and external communication system.

4y



Objective: conquer your world

| .

Achievements

Performance

Furntech's Board of Trustees and Management Team ensure that the objeclives are transformed into organisational
Sirategies and implemented by the organisation in the form of operational Outcomes and Key Performance
Indicators (KPIs) for the year. This Annual Report describes the progress made in achieving these strategies:

OBJECTIVE 1

Develop Furntech into a sustainable business,

Stralegy

1. Accurately datermine the operating costs for each centre,

2, Develop an action plan 1o generate the required levels of income from skills development and ncubation.

Oulpul

The sources of funding and cash flow projections have been developed per centre.

Key Perfarmance Indicators

1. Each cenlre generates income from their own activities that is sutficient to cover 75% of their total operating costs by
31 March 2007.

2. All aperational Furntech centres generate income from their own activities that is sufficient to cover their total operating costs by
31 March 2008,

Achievements

Furntech's percentage of dependency on sip funding by 31 March 2007 was 64%. We did not achieve the objective due lo external factors
described in the CED's Report, which Include but are not imited fo drawn-out wage negotiations in the industry, the lack of industry
commitment to training, the decling of the formal furniture industry in the Southern Cape, and the process of establishing new centres in

Johannesburg and Mihatha.

18 _— —_ 1seda PE
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OBJECTIVE 2

Establish and operate national centres of furniture manutacluring excellence to facilitate the spread of international benchmark experfise.
Stralegy

1 Determine reglonal needs

2 Staif the facility in terms of the Furntech Employment Equity plan, stalf availability and available skills
3 Implement operating procedures and policies

4, Market the facilities

) Provide services as required

6. Develop a Quality Management System (QMS)

i Develop and implement a Furntech environmental and health and safety system

Outpuls

% Each cenfre has a clear focus based on regional and national needs

2 A system for external assessment of international benchmark expertise is established (peer review)
3 A OMS is in place

4 An appropriate, effective and efficient governance structure is in place

5 A Furntech environmental and heallh and safely system is in place and benchmarked

Key Performance Indicalors

1. Each centre mainlains a clear focus based on regional and national needs

2 A systemn for ongoing external assessment of international benchmark expertise is established

3. The OMS is reviewed annually

4 An appropriate, elfective and ef ficient governance slructure is in place and reviewed annually

5 The Furntech environment, health and safety system is in place, benchmarked and reviewed annually,
Achievements

Furntech achieved this objective, and is continually reviewing and improving the process.

—— e e
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OBJECTIVE 3
Incubate technology and skills to create new businesses and expand existing businesses by

providing facilities, business training, equipment advice and mentoring to increase the number of

slart-up SMEs.

Strategy

Do o N

Finalise the Furntech incubator policy pack
Develop a Post-Incubation Policy

Recruit potential incubatees
Develop the skills of the potential incubatees
Incubate the polential businesses

Develop and implement an incubation assessment programme u

Dutpuls

» o & o

Tha incubator policy has been developed and implemented - =
A Post-Incubation Policy has been developed

An incubation assessment tool has been developed and implementad

The new venlure creation leamership has been registered

There is a waiting fist of potential incubatees

An incubatee mentoring programme is implemented

Key Performance Indicators

1

2
3
4
5
B.
7
B
9

Achieve a year on year SMME income growth of 10%

Achieve an 80% survival rate

Ensure thal 33% of the incubatees are women

Ensure that 90% of the incubatees are previously disadvantaged individuals

Develop a Post Incubation Policy by 1 April 2006

Register at least five incubatee leamars on the New Venture Creation Leamership
Complete the first BT| assessment by 1 April 2006 and thereafter at six monthly intervals
Achieve 90% ufilisation of incubator units

Implement the incubatee mentoring programmea

Achievements

1.
2.

&, om

Furntech achieved a year on year SMME income growth of 107%

Furntech had a 100% survival rate of incbutees

Five percent of Furntech's incubatees were women-owned SMEs. Traditionally women in the
furniture industry are employed in menial tasks and have not been encouraged to become wood
machinists, cabinet makers or owners of fumiture manufacturing companies. Fumtech's skills
development and incubation programmes are designed to address this imbalance

89% of Furntech's incubatees are previously disadvantaged Individuals

The Post-Incubation Policy has been developed and implemented

Nine incubatee businesses received training in short courses and skills programmes at vanous
NOF levels related to the new venture creation qualifications

Satisfaction surveys were completed by staff and incubatees

76% utilisation of the Incubator units was achieved

The incubates menloring programme has been implementad and is closely monitored
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for the year ending 31 March 2007 Ouarlerly Totals

Key Perlormance Ar Cumulative Total
Goals | Objectives Outpuls 04 ¥1i

Ouaniilative 06/07 FY

# new SMMES established T 14

# new projects initiated 3 12

# Clients Suppor ted a8 38

# SMMEs supporied 34 a4

% SMMEs that survived 151 year 00% 100% 100%

% SMMEs that survived 2nd year 5% 75%
Mo Of Graduations 1] (1]
# black owned SMMEs estabilished & 12

% Mack owned SMMES established

o # black empowered SMMES o o
m established
m % tlack empowered SMMEs
s established
m # black owned projects inifiated 3 12
w E % black owned projacts initiated 00% 100% 100%
= z # black owned projects/SMME's in e i
@ 2 portfolio
ow m % black owned projects/SMMES in o
O S portfolio . T B9% B89%
% m # woman owned SMMEs o 1
m astablished
o M % owned SMMEs
o WOman
5 | £ iled -
m m # woman empowered SMMEs 1 2
o 8 established
o
& % women empowered SMMES
m tablished 14% 1d4%
5 # woman owned projects initiated (+] 2
=
=]
m % women owned projects inftialed 17%
m # woman owned projects/SMMES in 2 2
B portiolia
% woman owned projects/SMMES in
portiolio % o
# Jabs (Direct) created 14 42
Funds Ralsed (Fims) e .
# Jobs (Indirect) created 28 Bo
# Casual / Seasonal jobs created 0 1
# nw prospects entering pipeling 1 5
Total SMME T/0 a1 start of FY RES8744
Total SMME T/0 at end of FY A1365992
% grow'th in SMME income 107%
Forex earnad by SMME (Rand valua) o 1]
# New loreign clients with whom 0 "

business has been secured




ENTERPRISE CREATION

centre deliverables

Optimisation of

Sustainabdlity

cantre on
funding

Furntech Annual Impact Su

2007

Compliance Performance Area

r ending 31 March

Goals

Objectives

Activities

Targels

ENTERPRISE CREATION

Promotion of Macroeconomic goals

(% of




FUrneti Alnual impact summary

Promoting networks
and linkages

Ensuring effective and effiecient
management of invetsments

ENTERPRISE CREATION

and career development, and in line with

the national population profile

Marketing and | Corporate culture conducive to personal

communica-

fions

I\
:

I =T=Ta &

# of interactions with similar
organisations eg conferences,
workshops efc.

# MOU/MOAs concluded with
key development stakeholders
operating within the centre's
business domain

16

# JV/partnership agreements
with key stakeholders in the
cenltre's business domain

System fo capture "netwaork
information®

Source of income vs budgeted
expenditure

Yes

In Kind Services procured

Yes

Centre overheads are
minimised

Expenditure is in line with
approved budgets

Yes

Auditors assessment is
positive

Yes

Effective and efficient
management of assels

Compliance with King 11, EEA,
LRA and other relevant
legislation

Yas

Yes

Quarterly Reports and
Business Plans submitted on
time, and of high quality

Yes

Yes

Yes

Compliance with the
conditions and stipulations of
the Godisa Policy and
Procedures Manual

# managemenl interaclions
with staf

Yes

Yes

Statf attitude/Per formance
surveys taken

1

51

Statf prafile - gender and race

Yas

Yes

# published articles

Yes

Yas

# media reports

Lo T



Members of Furntech's Board of Trustees and
stakeholders attended the 9" Conference on the Role
of Incubators, which was held in Shanghai, China in
September. The group members were, from left:
Furntech Board Member Jacob Mabena, Councillor NB
Mdingazwe,Chuma Sangqu, Executive Mayor, Alfred
Wzao District Municipality GG Mpumza and Furntech
CEOD Michael Reddy and Board member Nandipa Bam.

Members of Furntech's Management, Training and
Administration Staff attended the organisation's
first national Staff Workshop in George in
December.

In November each year Furntech's Board of Trustees
and Managers hold a joint Strategic Meeting to discuss
and decide on the organisation's strategic objectives fol
the coming year. The participants included, from left:
Marion Brauns, Robin Clark, John Mortimer the
Chairperson of the Board, Michael Reddy and Joy
Crane.

Fumntech's CEO, Michael Reddy, presenting his paper
al the 9" Conference on the Role of Incubators held in
Shanghal, Ghina.

dall s

Roopesha Sookdeo from the Durban Centre, Nonkosi Ndz
Centre and Wanita Scott, PA to the CEQ, all members of |
staff, enjoy the Staff Workshop held in Gt

CLURNLEA] seda



A visit to the manufacturing facility of Sweden's modern of fice furniture designing company,
Offekt, was organised by Furntech for a small group of Furntech statf and members of the KZN
Wood Cluster. Watching the CNC upholstery cutting machine in action were, from left: Michasl
September of Fumtech, Trivi Arujan, Msa Madlala, and Vijay Naidoo from the KZN Wood Cluster,
Greig Woodman and Michael Reddy from Furntech and Senzo Ngoko a Furntech incubatee. Fathima
Kolia of the KZN government and Ridwan Adam from Furntech were also part of the group.

Dr Emst van Biljon, Fumntech's first
Chairperson, cut the cake that was
shared with Board and Staff members to
celebrate Furntech's sixth birthday.

- India is interested in business technology incubation and

Michael Reddy visited a number of factorles at the
request of the Indian Small Business Association,

Furntech's Centre Managers discussed their plans for their centres
during the Staff Workshop in December. Deep in conversation were,
from left: Arthur West from the George Centre, Jasmine Sultan
from the Durban Centre, Ntsiki Ndlaku from the Umzimkhulu Centre

, and Lydia Mphumela from the White White River Centre. Ridwan
 the White River Adam from the Cape Town Centre took the picture.

1's Administration
in December.
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Develop the skills levels of industry employees and new enirants from shop floor to management level, facilitate an
increase in job opportunities and assist in addressing unemployment by cooperating with the relevant governmental
agencies, the industry and other national and inlernalional role players in the furtherance of this objective.

Strategy

1. Conduct a needs analysis to determine company-specific needs. I
2. Develop he appropriate leaming materials EEETrR R e —
3. Ensure the programmes can satisfy the needs identified, A —— —

4. Develop an upholstery fraining programme by March 2006 o el e

5. Develop a network of role players in each region. E Ir Soaiest

Oulpuls

1. Establish and address the skills gaps and training needs of the client base
Comprehensive learning materials are in place and reviewed regularly

A training palicy is in place

An upholstery training programme is in place

;| o e pe

Increase training throughput of unemployed people nationally

Key Performance fndicators

1. Stakeholder needs and expectations in terms of skills development and business incubation are constantly [dentified

2. Learning manuals to be completed by June 2006

3. Comprehensive learning and assessment materials are developed, maintained and reviewed regularly

4. Continued development and implementation of an upholstery training programme

5. Management and supervisory Iraining needs of industry are identified and appropriate institutions recommended

6. Achieve at least 300 registered learnerships on a national basis.

7. Maintain training throughput of ungmployed people nationally and assist in the placement of leamers within the industry

Achievemenls

1. Each Furmech Centre Is constantly identifying the neads and expectations of its client base. The National Training Manager
meets with employers in each Centre to assess industry levels of clienl satisfaction, and the Business Incubation Manager
meels with Incubalees in each Centre to determine whether their needs are being satisfied.

2. B5% of the learning materials have been finalised.

3. The Quality Management System has been implemented and the process of reviewing and improving the leaming materials
oceurs regularly

4, Fumiech's upholstery programme was launched at the Durban Centre in August 2006 when FIETA funded the training of 38
previously unemployed learners in upholstery skills programmes at NOF level 2. In addition, FIETA has contributed to the
upholstery Train tha Trainer programme which began in February 2007 and will continue until the needs of the industry are
mat,

5. The supervisory development programme continued. Furntech is also working with the University of British Columbia,
NMMU and University of Stellenbosch to develop fumniture production management programmes al NOF levels 5 and 6.

6. During the year 655 leamers completed various skills development programmes including leammerships at Fumtech.

. 85% of all learners were previousty disadvantaged (PDI);

. 12% of all leamers were female;

. 3% of all learners were disabled,

7. 133 unemployed learners completed training and all unemplayed leamers were placed in employment,

h- I [=1=Ta o



Unemployed learners: Completed Training: 1 April 2006 - 31 March 2007

4% 8%
27% @ Learnerships Level 2
m Skills Programmes
ORPL
O Special Projects
57% O Supervisory
4%
Employed learners: Completed Training: 1 April 2006 - 31 March 2007
O Learnerships L2
1%
20% M Learnerships L3
1% 1 Skills Programmes

| Short courses

1%
°  |gRPL

@ Special Projects

24%
M Supervisor Development
Programme

- 1seda AEnrﬁwn
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OBJECTIVE 5
Develop a pool of suilably qualified trainers, lacililators and experls in order to increase skills and access, understanding and acceplance of new
lechnalogy, methods and syslems.

Strateqgy

1. Recruit trainers and facilitators as per human resource development plans

2. Select and appoint trainers and facilitators

3. Develop a personal development plan per individual
4. Develop an hierarchy of gualifications

5. Develap an Employment Equity plan

6. Develop a Skils Development Plan for Fumtech
Dulputs

1. The requisite number of trainers and facilitators have been appointed.
2. Self development plans are in place for each individual

3. An employment equity plan has been developed for Furntech

4, A skills development plan has been developed for Fumntech

Key Performance Indicalors

1. Review and comply with the Furntech employment equity plan

2. Review, comply with and update the skills development plan for Furntech

3. All stalt to have completed:

» Assessor Training by March 2006
= Goaching and Mentoring by December 2006

4. Atleast 50% of the frainers have completed the ETOP Qualification by March 2007

5. All trainers to have started personal development in a second trade with at least 30% having successfully completed the Level Assessment and certified as
competent by September 2008,

. Al trainers to have completed the Intemational Computers Driving Licence (IGDL) by June 2006.

Achievemenls

1. The organisation complies with the Furntech employment equity plan and the Training and Employment Equity Committee reviews the plan annually

2. Furntech's Training and Employment Equity Committee compiles the organisation's Annual Training Report and Workplace Skills Plan annually and submits
them the FIETA,

3. Al training staff completed Iraining as assessors, coaches and mentors by February 2007

4, 10 staff mambers completed the core modules of the ETDP qualification in June 2006,

5. During the year Swedish lechnical experis visited SA to conduc! Train the Trainer coaching programmaes. Mikael Johansson trained six Furntech training
facilitators in CNG machining and AutoGAD, Lars Holmgren trained four wood finishing facilitators in specialised wood finishing technigues and Vide
Petersson trained six wood machining facilitators in advanced jigs and templates. 100% of trainers have embarked on or completed thelr second technical
gualification.

6.  50% of staif has completed the ICOL or a recognised computer qualilication.

7. Furntech parficipates in the Wood Products SGB Task Team to review and develop the tumiture and wood products qualifications and unit standards

...—.r.....U!..ﬂ AN =T =Ta o] an
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OBJECTIVE &
Develop a lechnology assessmenl capability within the organisation, and demonstrale the knowledge and understanding of new wood products
manufacturing technologies to the furniture induslry
Strategy
1. Prepare a schedule of demonstrations
2. Develop and implement a technology management system to address technology maintenance,
Oulpuls
1. Aschadule of demonstrations are published and marketed
2. Atechnology maintenance management system has been developed and implemented.
Key Performance Indicalors
1. Each centre should hold at least four technology demonstrations per year
2. Machine manuals must be completed
3. Atechnology and manuals review system to be developed
4. Aninternal technology auditing service o be implemented
5. The technology maintenance programme lo be implemented nationally.
Achievements
1. Fumtech hosted 125 technology demaonstrations during the year
Machine manuals are completed and under review

2

3. Alechnology and manuals review system has been developed and implemented
4, Aninternal technology auditing service has been implemented

5

The technology maintenance programme has been implemented nationally

OBJECTIVE 7

Develop a design capability within Furntech

Strategy

Establish a national lask team lo develop this objective.

Ouipul

A Task Team has been established

Key Perfarmance Indicator

A Task Team develops the objectives

Achigvements

1. Furntech attended a Furniture Design Forum organised by the KwaZulu-hatal Provincial Department of Economic Development in May 2006,

2. Furntech participates in the University of British Columbia, Universily of Stellenbosch and Nelson Mandela Metropaolitan University partnership lo
develop a higher education design curmculum.

3. Fumtech is a member of the Western Cape Furniture Industry Steering Commitlee thal has been established by the Weslem Cape Provincial

Government, One of the objectives is to assistthe fumiture industry with the developmeant of its design improvement strategy.

4. Furniech parlicipates in the Wood Products SGB Task Team to review and develop furniture design qualifications and unit standards,



DBJECTIVE 8

Invesligate expansion possibilities in Gauteng and other regions

Straleqy

1. Conduct a needs analysis in the region(s)

2. Develop a business plan for each region.

Oulput

An approved business and funding plan for each region

Key Performance Indicator

Where appropriate, there are operational Furntech centres in other regions.

Achievements

1. Aneeds analysis was conducted in Gauteng and Furntech's Board of Trustees approved the purchase of property in Johannesburg that will be
renovated and equipped to become the centre in Gauteng

2. Furntech has been approached by stakeholders in the Easlern Cape to establish a centre in Mthatha and a Business Plan has been submitted to sip,

OBJECTIVE 9

Develop an inlernal and external communicalion system,
Stralegy

1. Develop an incubation newslet ter

2. Develop a training newslat ter

3. Develop a staff newsletler,

Dutpwt

Three newsletters are published on a quarterly basis.

Key Performance Indicalor

All relevant stakeholders are updated on a quarterly basis,
Achievements

1. Incubation news and success stories are published on the Furntech and stp websiles as well as in publications targeting small businesses

2. Training news is publishedin publications read by industry

3. An electronic stafl newsletter is distributed on a quarterly basis

i

Achlevements

Performance

Sirategy
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4. Watiers nelating o e wWUA and the FriviA

Concerns relating Lo the MDA
The Board of Trustees of Furntech found that there were no concerns relating tothe Fumtech-stp Memarandum of Agreement (MOA).

Concerns raised by the audilors
Concerns raised by the auditors were addressed during the year under the review,

Statement of Compliance

Compliance with 2006/2007 conditions of assistance:

Furntech has complied with all of the terms and conditions in the MoA in respect of financial assistance provided during the financial year,
Necessity for continved assislance:

Furntech has demonstrated its ability to consistently deliver against the obectives specified in the MoA. Fumtech's record of accomplishment to date is
impeccable; however the project is sfill in the start-up phase In terms of its national objectives, and at this time Is not in a position fo achieve financial
susiainability. Confinued financial assislance is therefore necessary,

Attainment of objectives:
Furntech has achieved the objectives set for the financial year of operation.

Financial aid is still meritorious:

Furntech's success indicales that itis a valuable resource that is contributing to the growth and improved competitiveness of the furniture and wood products
industries. Atthe same time it has mel, and in many cases exceeded, the requirements of its key per formance indicators,

Furntech engages with stakeholders at local, reglonal and national levels to ensure that we coniribute to exisfing businesses and create new businesses in our
targel 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 seriously curtail all of these inler ventions and will, in all likeliho od, resultin the closure of the project.

Compliance with 5 38 {j) of the PFMA:

Furntech complies with Section 38(j) of the Public Finance Managemant Act and has implementad ef fective, el ficient, and transparent financial management
and infernal control systems. The Intemal audit was conducted by Price Waterhouse Coopers and the external audit was conducted by Ngubane & Co. The
processes followed for the internal audit are the same as the external audit, except that the internal audit is conducted on a quarterly basis. The Board of
Trustees has approved the audit plan.

i seda E



THE YEAR AHEAD
The external and internal environment in which all organisations in the sector operate is
constantly changing, and this is also true for the skills development environment. In compliance
with new legislation affecting private training providers, the Furniture Technology Centre Trust

has established a new training company, the Furniture Technology Centre, which is in the

The finalisation of this process will present new appor tunities for Furntech, which will add impetus lo our training initfatives and the launch of our new centre in
Johannesburg in October 2007, This Centre, together with the new incubation graduates' manufacturing facility In Umzimkhulu, will increase the number of
Furntech incubator unils available to small and micro-sized start-up and existing businesses to 70.

process of registering with the Department of Education as a Further Education and Training
College and finalising its accreditation application with Umalusi.

Fumtech's past and future successes are based on our ability to offer our clients flexible and innovative solutions, The facus for 2007/8 will be to sirengthen
Team Furntech, integrate new staff members in the organisation, and manage the growth in its capacity and capabilities so that we can achieve the sirategic
objectives setby the Strategic Meeting and confirmed by the Board in November 2006,

The stralegic objectives for the year ahead are therefore to:-

+  Develop the organisation inlo a sustainable business

*  Review our capabilities within the context of regional and Africa needs and align them with stakeholder requirements in the furniture and wood products
sactor

*  Increase the number of star Lup SMMEs by incubating new businesses and ex panding existing businesses

= Develop the skills levels of the furniture and wood products seclor incumbents and new entrants

«  Develop a pool of suitably qualified Fumntech staf |

While the challenge facing Furntech in the next financial year is to focus on attaining organisational sustainability, the context of the challenge is the
environment created by government initiatives to accelerate economic growth, alleviate poverty and create employment. This will be accomplished by
confinuing to dedicate ourselves to working with stp and our existing stakeholders and strategic pariners to develop businesses and heir human resources in

the furniture and wood products sector while building our own capabilities and capacity.

We will also accept the challenge to identify new partners to explore and creale synergies that will allow us to participate ef fectively in the Forestry, Pulp &

Paper and Furniture sector, which Is described by the national Industrial Policy as one of the four leading sectors to catalyse grow th in the economy.

m.lr e
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THE FURNITURE TECHNOLOGY CENTRE TRUST

STATEMENT OF TRUSTEES' RESPONSIBILITY
for the year ended 31 March 2007

The trustees are responsible for the maintenance of adequate accounling records and the preparation and
integrity of the financial stalements and related information, The auditors are responsible for reporting on
the fair presentation of the financial slatements. the financial stalements presented on pages 37- 48
have been prepared in accordance with Soulh African Statements of Generally Accepted Accounting
Praclice and Section 38 (j) of the Public Finance Management Act No.1 of 1999,

The lrustees are also responsible for the trust's systems of internal financial control. These are designed
lo provide reasonable, but not absolule, assurance as o the reliability of the financial statements, and to
adequately safeguard, wverify and mainlain accountabilily of assels, and to prevent and detect
misslatement and loss, Nothing has come to the attention of the trustees to indicate that any material
breakdown in the functioning of these conlrols, procedures and systems has occurred during the year
under review.

The financial statements have been prepared on the going concemn basis, since the trustees have avery
reason o believe that the trust has adequale resources in place lo continue in operation for the
foreseeable fulure,

The annual financial statements which appear on pages 37 - 48 were approved by the trustees and are

signed accordingly:
Do Wb

(Dt i)

Trustee
[z July 2007 [z July 2007
T E i

Data Da
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REPORT OF THE INDEPENDENT AUDITORS oo chn T ot ik

Durban, Polokwane, Pretoria &
Mafikeng

To the trustees of the Furniture Technology Centre Trust

We have audited the accompanying financial statements of the Furniture Technology Centre Trust, which
comprise the statement of financial position as at 31 March 2007, the statement of financial performance and
cash flow statement for the year then ended, a summary of significant accounting policies and other
explanatory noles, as sel out on pages 37 - 48.

Trustees' Responsibility for the Financial Statements

The ftrustees' are responsible for the preparation and fair presentation of these financial slatements in
accordance with basis of accounting determined by National Treasury, as described in Note 1 to the financial
statements and Section 38 (j) of the Public Finance Management Act No. 1 of 1999, This responsibility
includes: designing, implementing and maintaining internal control relevant to the preparation and fair
presentation of financial statements thal are free from material misstatement, whether due to fraud or error;
selecting and applying appropriate accounting policies; and making accounting estimates thal are reasonable
in the circumstances.

Auditors’ Responsibility

Our 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 comply with
ethical requirements and plan and perform the audit to obtain reasonable assurance whether the financial
statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the
financial statements. The procedures selected depend on the auditors' judgement, including the assessment of
the risks of material misstatement of the financial statements, whether due to fraud or error, In making those
risk assessments, the auditor considers internal control relevant to the entity's preparation and fair
presentation of the financial statemenls in order to design audit procedures that are appropriate in the
circumstances, but not for the purpose of expressing an opinion on the effectiveness of the entity's internal
control. An audit also includes evaluating the appropriateness of accounting policies used and the
reasonableness of accounting estimates made by the trustees, as well as evaluating the overall presentation
of the financial statements.

We believe that the audil evidence we have obtained is sufficient and appropriate to provide a basis for our
audit opinion,

_ i
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"
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NGUBANE
& CO.

Basis of accounting

The entity’s policy is to prepare financlal statemenls on the basis of accounting determined by the National
Treasury, as described in note 1 lo the financial statements.

Opinion

In our opinion, the financial statemenis present fairly, in all material respects, the financial position of the
Furniture Technology Centre Trust as of 31 March 2007, and of its financial performance and cash flows for
the year then ended in accordance with the basis of accounting determined by National Treasury, as
described in Note 1 to the financial statements, and in the manner required by Section 38 (j) of the Public
Finance Management Act, 1999 {Act No. 1 of 1999).

Supplementary Information

Without qualifying our opinion, we draw your attention to the fact that with the supplementary information set
out on page 49 does not form part of the financial statements and is presented as additional information.
We have not audited this information and accordingly do not express an opinion thereon.

Mgk &8 o

MNgubane & Co.
Chartered Accountants (S.A.)
Registered Auditors

Cape Town
12 July 2007
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THE FURNITURE TECHNOLOGY CENTRE TRUST |15

STATEMENT OF FINANCIAL POSITION
as at 31 March 2007

2007 2006
NOTES R R

ASSETS
Current assets
Trade and other receivables 3 1,293,576 1,655,848
Cash and cash equivalents 4 13,715,918 19,594,854

15,009,494 21,250,702
Mon-current assets
Property, plant and equipment 2 39,526,064 32 473,816

39,526,064 32,473,816
Total assets 54,535,558 53,724,518
LIABILITIES
Current liabilities
Trade and other payables 7 1,232,817 1,505,845
Provisions 8 169,901 203,981

1,402,718 1,709,806

Non-current liabilities
Deferred income - Government grants [ 52,322 414 51,204,286

52,322,414 51,204,286
Total liabilities 53,725,132 52,914,092
MNet assets 810,426 810,426
MET ASSETS
Trust capital 5 B10,426 810,426
THE FURNITURE TECHNOLOGY CENTRE TRUST
STATEMENT OF FINANCIAL PERFORMANCE
for the year ended 31 March 2007

2007 2006

NOTE R R

Revenue 2,805,988 1,404,571
Other income 724 968 257,321
Operating costs (13,472 ,405) (12,942,455)
Operating deficit 1 (9,941 449) (11,280,563)
Government grants recognised 8,881,872 10,060,400
Finance income 1,059,577 1,220,479
Finance costs - (316)

Met operating surplus/{deficit) for the year -

h--ﬂrﬂ._l_i-..._\ oy ey el e,
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ARE FURNITURE TELANULULY LENIRE TRUST

CASH FLOW STATEMENT
for the year ended 31 March 2007

Cash flows from operating activities
Cash receipls from donors and customers
Cash paid lo suppliers and employees
Met cash flow from operating activities
Interest received

Interest paid

Net cash flow from operating aclivities

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

Cash flows from financing activities
Government grants received

Net increase/{decrease) in cash and cash equivalents
Cash and cash equivalents at beginning of year
Cash and cash equivalents at end of year

2,500,099 11,514,599
(10,417,781) (19,134,613)
(7,917,682) (7,620,014)
1,069,577 1,220,479

- (316)
(6,858,105) (6,399,851)
(9,359,900) (7,445,229)
339,069 42,118
(9,020,831) (7.403,112)
10,000,000 12,250,000
10,000,000 12,250,000
(5,878,936) (1,552,963)
19,594,854 21,147,817
13,715,918 19,594,854

seda ﬁﬂarﬁ&



THE FURNITURE TECHNOLOGY CENTRE TRUST

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

for the year ended 31 March 2

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:

Statement of GAAP replaced by Standards of GRAP:

AC101:Presentation of financial statements GRAP1: Presentation of financial statements

AC118: Cash flow statements GRAPZ2; Cash flow statements

AC103: Accounting policies, changes in GRAF3: Accounling policies, changes in
accounting estimates and errors accounting estimates and errors.

The recognition and measurement principles in the above GRAP and GAAP Stalements do not differ or
result in material differences in items presented and disclosed in the financial statements.

2. Property, plant and equipment

All property, plant and equipment is initially recorded al cost. Cost includes all costs directly altributable
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 separate assel, as
appropriate, only when it is probable thal future ecanomic 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 statement of financial performance 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 assel, to their residual values over their estimated
useful life as follows:

Hand tools are written off in the year of purchase.

The assets’ residual values and useful lives are reviewed, and adjusted if appropriate, at each reporting
date.

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

h-!r 11_|-ul-.‘u-\. - P, —
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THE FURNITURE TECHNOLOGY CENTRE TRUST

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
for the year ended 31 March 2007

Gains and losses on disposals are determined by comparing proceeds with carrying amount. These are
included in the statement of financial performance. When revalued assets are sold, the amounts
included in other reserves are transferred to relained 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 impairmenl loss is
recognised for the amount by which the assel's carrying amount exceeds its recoverable amount. The
recoverable amount is the higher of an assel's fair value less costs to sell and value in use. For the
purposes of assessing impairment, assets are grouped at the lowesl levels for which there are
separately identifiable cash flows (cash-generating units).

Cash and cash equivalents

For the purposes of the cash flow statement, cash and cash equivalents comprise cash on hand,
deposits held on call with banks, net of bank overdrafis. In the statement of financial position, bank
overdrafls are included in short-term borrowings.

Trade receivables

Trade receivables are recognised initially al 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
amounis due according to the original terms of payment. Significant financial difficullies of the debtor,
probability that the debtor will enter bankruplcy or financial reorganisation and defaull or delinquency in
payments are considered indicators that the lrade receivable is impaired. The amount of the provision is
the difference between the asset's carrying amount and the present value of estimated fulure cash
flows, discounted at the effective interest rate.

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.

Provisions

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 attached conditions.

Government grants relating to costs are deferred and recognised in the statement of financial
performance over the period necessary to match them with the nel costs that they are intended to
compensale.

Government grants relating {o the purchase of property, plant and equipment are included in non-current
liabilities as deferred government granis and are credited lo the statement of financial performance on a
straighl line basis over the expected lives of the related assels.
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THE FURNITURE TECHNOLOGY CENTRE TRUST

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
for the year ended 31 March 2007

ases, Faymenis made | yerating are charged (o
ande on a strafght-line basis over the perod of the lease

10. Financial instruments

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

11. Revenue recognition

Revenue comprises the fair value of the consideralion received or receivable for course fees in the
ordinary course of the trusl's aclivilies. Revenue is shown, net of value-added tax and discounts.
Revenue |s recagnised as follows:

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

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

(c) Donations received
Donalions received are credited to the statement of financial performance when received.
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NOTES TO THE FINANCIAL STATEMENTS
for the year ended 31 March 2007

. Resuits 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 assels
Depreciation

Buildings

Motor vehicles

Office equipment
Computer equipment
Machinery and equipment

Audit Fees
Annual audit
- Current year
- Previous year - Under provision
Other services

Staff cost

Salaries and wages

Property, plant and equipment

2.1 Land and buildings

Carrying value : At the beginning of the year

Cost
Accumulated Depreciation

Additions

Depreciation

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

2007 2006
R R

37,339 (13,144)
522,019 481,128
88,646 117,797
95,778 102,897
305,860 289,283
993,621 804,003
2,005,923 1,795,209
38,954 35,318

i Mm.cgﬂ

38,954 10,318
133,119 88,642
172,073 123,960
6,061,374 5,738,361
24,859,411 20,056,612
26,052,755 20,768,826
(1,193,344) (712,214)
6,852,596 5,283,928
(522,019) (481,129)

31,189,888 24,859,411
32,905,351 26,052,755
(1,715,363) (1,193,344)




THE FURNITURE TECHNOLOGY CENTRE TRUST

MNOTES TO THE FINANCIAL STATEMENTS
for the year ended 31 March 2007

2.2

2.3

2.4

Motor Vehicles

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

Additions
Disposal

Cosl
Accumulated Depreciation

Depreciation
Carrying value : At the end of the year

Cost
Accumulated Depreciation

Office Equipment

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

Additions

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

R T

2007 2006
R R
431,620 409,848
756,952 617,382
(325,332) (207,534)
645,069 139,570
(297,353) -
(605,927) -
308,574 .
(88,646) (117,797)
690,690 431,620
796,004 756,952
(105,404) (325,332)
280,863 365,302
515,680 507,144
(234,817) (141,842)
9,037 20,195
- (1,637)
. (11,658)
: 10,021
(95,778) (102,997)
194,122 280,863
524,717 515,680
(330,595) (234,817)
454,770 480,502
1,348,722 1,210,136
(893,952) (729,634)
154,683 282,169
2 (18,617)
- (143,582)
- 124,965
(305,860) (289,283)
303,593 454,770
1,503,405 1,348,722
(1,199,812) (893,952)




THE FURNITURE TECHNOLOGY CENTRE TRUST

NOTES TO THE FINANCIAL STATEMENTS
for the year ended 31 March 2007

2.5

2.6

2.7
2741

27141

2007 2006
R R
Machinery and equipment
Carrying value : At the beginning of the year 6,447,108 5,566,751
Cost 8,923,747 7,267,080
Accumulated Depreciation (2,476,639) (1.700,329)
Additions 1,698,515 1,719,367
Disposal {4,376) (35,007)
Cost (6,483) (62,700)
Accumulated Depreciation 2,107 27,693
Depreciation {993,621) (804,003}
Carrying value : At the end of the year 7,147 626 6,447,108
Cost 10,615,779 8,923,747
Accumulated Depreciation (3,468,153) (2,476,639)
Furniture and fittings
Carrying value : At the beginning of the year d4 44
Cost 69,077 69,077
Accumulated Depreciation (69,033) (69,033)
Depreciation - -
Carrying value : Al the end of the year 44 44
Cost 69,077 69,077
Accumulated Depreciation (69,033) (69,033)
Net carrying value at the end of the year 39,526,064 32,473,816
Land and buildings comprise the following property:
Buildings erected on land owned by third parties
George
Administration and workshop buildings
Cosls incurred: 2002 4,962 506 4,962,506
Costs incurred: 2003 319,258 319,258
Costs incurred: 2005 21,945 21,945
Costs incurred: 2006 7.533 7,533
Adjustments for VAT claimed (404,986) (404,986)
Transfer of improvement costs to Umzimkhulu (8,550) (8,550)
4,897,706 4,897,706
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THE FURNITURE TECHNOLOGY CENTRE TRUST

NOTES TO THE FINANCIAL STATEMENTS
for the year ended 31 March 2007

2007 20086
R R
2.7.1.2 Umzimkhulu
Cost in respect of buildings to be developed
Costs incurred: 2004 18,130 16,130
Cosls incurred: 2005 7,615 7,615
Costs incurred: 2006 163,220 163,220
Cosls incurred: 2007 138,043 -
Adjustments for VAT claimed (5,123) {5,123)
321,885 183,842
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 2,500,000 2,500,000
Costs incurred: 2004 2,787,193 2,787,193
Cosls incurred: 2005 753,649 753,649
Costs incurred: 2006 367,633 367,633
Cosls incurred: 2007 18,757 -
Refund received on cost price (131,845) £
Adjustments for VAT claimed (185,632) (185,632)
6,109,753 6,222,843
- Erf 17589, Cape Town, registered in Cape Town,
was acquired on 16 April 2003. 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 3,907,635 3,907,635
Cosls incurred: 2004 3,155,115 3,1851156
Costs incurred: 2005 353,138 353,138
Costs incurred: 2007 67,832 -
Adjustments for VAT claimed (170,761) {(170,761)
7.312,959 7,245127

- Erf 391, unit 126, Springfield, registered in
Pietermaritzburg, was acquired on 1 July 2003. The
size of the property is 4,026 square melers,
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MOTES TO THE FINANCIAL STATEMENTS
for the year ended 31 March 2007

3.

2.7.2.3 White River
Administration and workshop buildings

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

Cosls incurred: 2005

Costs incurred: 2006

Costs incurred: 2007

Adjustmenis for VAT claimed

- Erf 1230, While River Ext 7, registered in Pretoria,
was acquired on 2 May 2003. The size of the
property is 16,263 square metres,

2,7.2.4 Gauteng
Administration and workshop buildings in progress
Costs incurred: 2007
- Erf 90, Lea Glen, registered in Johannesburg, was
acquired on 14 Oclober 2006. The size of the
property is 8,010 square melers.
Total cost of land and buildings (Note 2.1)

Trade and other receivables

Trade receivables

Less : Provision for bad debts

Deposits

Prepaid expenses

Receiver of Revenue - VAT

Cash and cash equivalents

MNedbank call accounls
MNedbank current account
Standard Bank cheque account
Petty cash

2007 2006
R R
100 100
50,132 50,133
2,769,100 2,769,100
4,745,543 4,745,543
3,390 -
(61,638) (61,638)
7,506,628 7,503,238
8,756,420 -
6,756,420 -
32,805,351 26,052,755
1,451,128 1,786,258
(302,018) (499,600)
1,149,110 1,286,458
52,108 52,109
15,000 -
77,358 317,280
1,293,576 1,655,848
10,943,448 16,243,220
2,722,183 3,337,124
43,037 11,759
7,250 2,742
13,715,918 19,594,854
nseda
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THE FURNITURE TECHNOLOGY CENTRE TRUST

NOTES TO THE FINANCIAL STATEMENTS
for the year ended 31 March 2007

2007 2006
R R
5. Trust capital
Donalion by founders of trust
- Nelson Mandela Metropalitan University 200 200
Retained eamings 810,226 810,226
Retained earnings at beginning of year 810,226 810,226
Surplus for the current year - -
810,426 810,426
6. Deferred income - Government grants
Government Grants deferred 52,322,414 51,204,286
52,322 414 51,204,286
The breakdown of the total amount of deferred income related
to the different governmental organisations are as follows ;
Deparment of Trade and Industry 42,322,414 50,754,286
Smmall Enterprise Development Agency 8,000,000 -
Small Enterprise Developmaent Agency - Capital grant 2,000,000 -
Western Cape Provincial Government - 450,000
52,322,414 51,204,286
The movement of the deferred income balance for the year
is as follows:
Opening balance 51,204,286 49,014,686
Grants received during the year 10,000,000 12,250,000
61,204,286 61,264,686
Transfer to statement of financial performance in respect of:
Assets depreciated (2,005,923) (1,795,209)
Operating expenses (6,875,949) (8,265,191)
52,322,414 51,204,286
7. Trade and other payables
Trade creditors 177,265 361,441
Revenue received in advance 891,162 1,015,000
Accruals and other payables 164,389 129,404
1,232,817 1,505,845
8. Provisions
Annual leave:
At beginning of year 203,961 154,539
Movement during the year (34,060) 48,422
Al end of year 169,901 203,961

e
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NOTES TO THE FINANCIAL STATEMENTS
for the year ended 31 March 2007

2007 2006
R R
9. Cash generated from operations
Reconciliation of operating surplus/(deficit) to cash
generated from operations :
Operating surplus/(surplus) per statement of financial
performance - -
Adjustments for:
Depreciation 2,005,923 1,795,208
(Profit) / loss on sale of fixed assels (37,339) 13,144
Government grants recognised (8,881,872) (10,060,400)
Interest received (1,059,577) (1,220,479)
Interest paid - 316
(7,972,865) (9,472,210)
Changes in working capital 55,183 1,852,196
Decrease in debtors 382,271 757,911
(Decrease) Increase in credilors (307,088) 1,094,285
Cash generaled from operations (7,917 682) (7,620,014)
10. Commitments
Capital commitments
Capital expenditure approved at the reporting dale bul not yet
incurred was as follows:
Land and buildings 7,400,000 2,545,000
Workshop Machinery - 3,850,000
Computer Software - 45,000
7,400,000 6,440,000
Operaling lease commilments: photocopiers
The trust leases 6 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 operaling leases are as follows:
Mot later than 1 year 102,707 75,688
Later than 1 year bul not later than 5 years 242,752 258,259
345,459 333,847

11. Taxation

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

Income Tax Act,

i)



for the year ended 31 March 2007

Income

Government grants recognised
Interest received

Other

Tralning income

Total income

Expenses
Advertising
Annual report
Audil Feas
- Annual audit - Current year
- Annual audit - Previous year: Under provision
- Other services
Bad debis
Bank charges
Depreciation
Cleaning expenses
Clothing expenses
Computer expenses
Courier and postage
Course consumables
= Cabinal making
- Supervisor
- Uphalstery
= Woaod finishing
- Wood machining
= Incubateas
Domestic consumables
Electricity, water and rales and laxes
Genaral Expanses
Insurance
Interest paid and VAT penalties
Incomea lost due to thefl
Legal fees
Loose tools
Loss on sale of fixed assels
Motor expenses
Office expenses
Printing and stationery
Relreshments
Rent paid - Heayman's collages
Rent paid - Office equipment
Repairs and maintenance
- Office equipment
= Machinary
= Vehicles
- Heyman's coltages
- Buildings
Salaries and wages
Security
Staff recruitment cost
Staff training
Subscriptions
Swedish consullancy fees
Telephone and fax
Travel and Accommodation
- Stafi
- Trustees
- National initiatives

sedo hEEwA_

8,881,872 10,060,400
1,059,577 1,220,479
724,968 257,321
2,805,988 1,404,571
13,472,405 12,942,771
13,472,405 12,942,771
129,457 212217
69,422 102,530
172,073 123,960
- 25,000
38,954 10,318
133,119 88,642
75,779 533,425
30,054 20,407
2,005,923 1,795,200
113,275 121,819
2,379 -
83,367 66,273
57,463 51,341
478,338 483,978
39,934 58,534
2 4,004
82,576 9,567
41,779 91,948
191,730 253,893
122,319 65,943
43,911 53,311
627,104 408,812
79,669 102,367
303,976 261,113
- 316
: 11,998
23,815 20,989
124 467 194,189
- 13,144
80,870 66,668
34,737 92,950
121,952 110,140
56,774 61,432
89,859 119,673
102,707 a7 617
152,451 177,221
2,333 6,846
58,253 106,841
5448 19,085
11,422 2,029
74,995 42,419
6,061,374 5,738,361
201,480 103,607
28,242 19,205
391,932 362,677
39,426 46,288
31,350 33,999
498,028 467,289
1,160,761 868,247
271,139 538,078
140,025 84,645
749,597 245,525
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Cape Town
8 Lowestoit Street Paarden Eiland

Tel: 021-510 0088 Fax: 021-510 0090

Durban
63 Willowfield Crescent, Springfield Park
Tel: 031-579 3883 Fax: 031-579 1896

George
Nelson Mandela Metropolitan University, Saasveld

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

Johannesburg
11 Granville Avenue
Lea Glen, Roodepoort

Further details to be announced

Umzimkhulu
T52 Hospital Road, Umzimkhulu Industrial Area

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

White River
5 Indus Road, White River, 1240
Tel: 013-750 3066 Fax: 013-750 3015



