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Vision

To contribule 1o the growth of the industry
by offering world-class training and
innovative business technology incubation
to the furniture and wood products sector.

Mission statement
To be a practical, productivity driven,

Team Credo globally competitive, outcomes based
Each year the members of Team Furntech discuss tralning provider with fully equipped
and re-commit themselves to the Team Credo facilities, offering world-class training.
We, Team Furntech, are committed to: To offer comprehensive and innovative
incubation services in arder to assist in
Striving for continuous impravement job and wealth creation in the furniture

1

2. 100% commitment at all times and wood products sector.
3. Motivating each other

4, Efficient service and professional relationships
5. Flexibility and versatility

6. Trust and respect for each other

7. Sell development

B. Open and shared communication

9. Exceeding expectations

10. Winning
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esede IMessage from the chairperson

of the board of trustees

Since inception Furntech has described itself as a "Centre of Business
Incubation and Skills Development Excellence for the Furniture Industry,”
and, as stated in its mission and vision statements, strives to deliver

“world class" services.

These were grand goals to set for a young organisation
and despite obstacles and at fimes vitriolic criticism from
detractors, Tearn Furntech persevered. It all came together
this past year when Furntech won the Department of
Trade and Industry's prestigious “Incubator of the Year
2007" award and was recognised by the Forest Inclustries
Education and Training Authority (FIETA) to be the "Centre
of Sectoral and Occupational Excellence” for the furniture
and wood products sector,

The energy it has taken and sacrifices that have
been made in the process of attaining these goals by
the CEC and his team, cannot be imagined. The Board
joins me in congratulating Michael Reddy and his staff
on thelr commitment to continuous improvement and
excellence,

Furntech's Johannesburg Centre is about to be
launched and the process of putting the final touches
to the spacious facility, equipped with a comprehensive
range of traditional and high tech machines and hand
and power tools, is in full swing. The establishment
of this centre is the result of years of discussions with
furniture manufacturers in the Gauteng and surrounding
areas. These manufacturers and the many entreprencurs
who want to enter our business technology incubation
pragramme do not have long to wail before the most
exciting skils and business developmant centre in Africa
opens its doors.

FURNTECH ANNUAL REPORT 2008

| would lke to thank all the stakeholders that have
supported Fumtech during the past year. | want to make
special mention of and acknowledge the seda technology
programme (stp) for the support and guidance, our
Swedish partners at the Tibro Training Gentre for sharing
their best practices with us, and all our industry partners
for supporting Furmtech,

We urge Team Furntech to continue with its good
work. Furntech belongs to the people of South Africa
and to those who share our commitment lo people
development.

John Mortimer
Chair of the Furmtech Board of Trustees



report by the chief executive officer

At the Furniture Technology Centre Trust (Furntech) we
understand the business we are In, wa know where
we are, and we know where we wanl to be. With the
guidance of our Board of Trustees, we have a clear
strategy to direct us to our vision.

Wehaveacredothat guides us and weare continuously
striving for best practice to inform and instruct us. We
have performance targets and business plans that push
us to our limits and beyond, and these help to keep us
focused. Above all, we have the greatest Team of people.
Our Team helps us to realize our vision; to strive for our
high inspirational targets; to implement our programmes;
and go about our daily business of exceeding customer
expectations,

Our task in 2007/8, like any other business year, was
about implementation. Our performance underlines the
fact that the Team can be relied upon to do what we said
we would do — and more. As a result, we have a positive
story to tell about 2007/8, and we have real momeantum
to carry forward Into 2008 and beyond.

Exciting Initiatives propelled us forward - from our
award as Incubator of the Year — 2007; to recognition as
an Institute of Sectoral and Occupational Excellence; to
the new centre in Johannesburg anc pending centre in
Mthatha; to the planned new Furniture Design Programme;
to the unvelling of our latest technology — the five-axis
CNC machine.

At the heart of our efforts is an emphasis on staying
true to our roots, namely business technology incubation
supported by skills development to deliver the best
possible service to all of our clients. This continues to be
the foundation of our operations and of greaterimpaortance
especially in light of the bleak economic forecasts,

Dring 2007, we focused on five key priorities: develop
Furntech into a sustainable business; review Furntech's
capabilities within the context of regional (including Africa)
needs and align stakeholder requirements in the furniture
and wood products sector; increase the number of start-
up SMMEs by incubating new businesses and expanding
existing businesses; develop the skills levels of furniture
and wood products sector employees and new entrants;
and develop a pool of suitably qualified Furmntech staff,

Develop Furntech into a sustainable business.

This is a continuous objective. The aim is to reduce our
dependency on state grants to the point where we are
sustainable. However, thera is international consensus that

Incubation programmes need ongoing funding in order to
meat their business objectives of creating new businesses
to reduce unemployment and eliminate poverty.

Review Furntech’s capabilities within the context
of regional (including Africa) needs and align
stakeholder requirements in the furniture and
wood products sector.

In the short term we are focusing on the needs of the
SMMESs that we support and the existing formal furniture
industry In terms of their tachnical skills requiremeants. In
the medium term this needs to be expanded to cover
Supervisory and Management Davelopment and Furniture
Design. The long-term objective would be to attract the
right calibre of new entrants into the industry.

Increase the number of start-up SMMEs by
incubating new businesses and expanding
existing businesses

2007 saw the construction of the Johannesburg Centre
near completion in preparation for its launch in April
2008, This will increase our capacity by 27% within the
next three months. The establishment of the Mthatha
Centre will increase our capacity by another 27%. This Is
in line with our mandate to increase the number of start-
up SMMEs.

Our task in 2007/8, like any other
business year, was about implementation.
QOur performance underlines the fact

that the Team can be relied upon to do
what we said we would do — and more.
As a result, we have a positive story

to tell about 2007/8, and we have real
momentum to carry forward into 2008
and beyond.
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Develop the skills levels of furniture and wood
products sector employees and new entrants.
Since inception, we have trained in excess of 3280
people across a variety of training programmes. While we
are making progress this is but the tip of the iceberg. We
need greater commitment from the industry in order for
us to make substantial impact. In the words of our Deputy
President, Phumzile Miambo-Ngcuka: “the only time that
the skills revolution would intensify in earnast is when the
private sactor at highest level raises skills development as
a strategic challenge.”

Develop a pool of suitably qualified At the heart of our efforts is
Furntech staff.

Despite the integrity and strength of character of our
staff, we face some significant challenges on the human
resources front. These challenges include attracting technology incubation supportec
the best staff, a highly competitive labour market, lack
of people with the required lavel of skills and increasing
pressura on salaries and benefits. We're working on better the best possible service
ways to attract and keep the best people possible.

an empnasis on staying true

O our roots, namealy business

f Eﬂ}LHWWEHWT 1O«

our clients. This continues to be

Conclusion the foundation of our operations
2007/8 was a fantastic year. The executive team and |
extend a big thank-you to Team Furntech, The Board
of Trustees and all of our stakeholders for their valuable
Gﬂntﬁtﬁ.lﬁﬂﬂs. econormic |! etdsls

and of greater impc

cially in light of the

1

Michael Reddy
Chief Executiva Officer
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Business technology incubation

Business technology incubation (BTI) is internationally
acknowledged to be an ideal medium to support start-
up and emerging small and micro sized businesses. The
BTl programme is a sustainable mode! for incubating
manufacturing companies in the South African furniture
and wood products sector. However, it must be noted
that the success of the programme is dependant on the
commitment and quality of the entrepreneurs who are
selected to participate. Entrepreneurs who wish to enter
the programme must cormply with admission requirements
and in general, only those with feasible business ideas
and a workable business plan are accepted.

Business incubalion is a means of meeting a variety of
economic and socioeconomic policy needs, which include:
= Creating jobs and wealth
« Poverty alleviation
* Fostering a community's entrepreneurial climate
« Diversifying local economies
# Building or accelerating growth of local
industry clusters
= Business creation and retention
* Encouraging women entreprensurs

Since its inception, Furntech has established five Centres
of Occupational and Incubation Excellence for the
furniture and wood products industries in Cape Town and
George in the Weastern Cape, Durban and Umzimkhulu in
KwaZulu-Natal and in White River in Mpumalanga. The
White River Centre offers skills development services in
Limpopo and the George Centre also supports clients
in the Eastern Cape. These cenftres enable Furntech
to directly provide business technology incubation and
skills development services to a large percentage of the
furniture and wood products sector.

During 2007 Furntech progressed with its response
to industry demands and continued with the process
of establishing its sixth Centre in Johannesburg. In
addition, the organisation was approached by sector
stakeholders in the Eastern Cape and talks were initiated
to establish a Furntech Centre in Mthatha. Jointly these
new developments will place Furntech in a position to
salisfy the needs of 96% of the established and emerging
furniture industry during the next financial year.
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The key contributor to the success of the Furntech
Business Technology Incubation Maodel is the emphasis
we place on developing the skills of all businesses we work
with. Our research, and international and local experience,
have confirmed that successful entrepreneurs benefit
from a variety of skills development initiatives during the
various phases of their business development,

All incubateas have direct access to:

+ Training to operate specified production machines
and equipmeant

* Manufacturing process training

» Technical coaching and advice

* Technical mentoring

« Business advice and mantoring

* Training In how to run their businesses

* Business services

During the year, Furntech participated in the Shanghal
International Business Conference. Both Joy Crane and
legshaan Ariefdien presented papers on the Furntech
Incubation Programme.

The success of the Fumtech Maodel was underlined during
the dti Annual Technology Awards in Seplember 2007,

Furntech was honoured to receive the following awards:
* Winner: Incubator of the Year
* Runner-up: Most Impact on the Local Economy

Furntech's incubatees received the following:

* Winner:  Proud African Wood Products -
Fastest Growing Incubates

* Runner-up: Designer Creations -

Fastest Growing Incubatee

Meyer Von Wielligh -

Most Successiul Graduated Incubatee

* Winner:

The challenges for the Incubation Programme at

Furntach are:

* How do we continue to maintain SMME growth in the
increasingly bleak economic outlook?

* How do we continue to expand the programme given
the physical constraints we face?



incubation

The businesses in incubation at Furntech from 1 April 2007 - 31 March 2008 were:

}T Free Hand Furniture

Phingo Furniture Marn.

Bosa Wood Man.

Timothy Carpentry

Cozy Interiars

Naledi Yashechaba
Cooperaliva

G Bro Creations

| Intokozo Yethu
Cooperativa

Mew Harvest Furnilure

MQ Thatch

Designer Creallons

B and N Furniture
Maipl Trading
Arbeicisgenot

Best Quality Trading
Ubucika Artland
Dupper Meubels
Maza Fumniture Designs
Cupboard Joy

Miko Air Investment
Qualifurn Furniture
Spring Forest Trading

Wood Converters

Ndizenzele Ngokwam
Woodmaster

Joseph
Mihethwa

Bheki %aba
Hennia
Goddard

Philip Ngomanea
Ethney Hayfron
Timothy Zikhall
Prakash Maorar

Vincent Lunda

Stephen
Campbell

Mtokozo Waise

Alvin Raghunan

Armstiong

hgguzana

Dillipkurmar
Kalyan

Herbert Madlala

Zarnokuhlea
Keswa

Eugene
Booyaen

Petros Diamini

Sifiso Mgcobio

Eduarde
Dupper

James feon

Ranjith
Chanderpal

Jetirey Appaols

Durnisani
Dlarmini

Hendrik Duiker
Sydney Myapela

Lemon Mela

White River
Urnzimikhiiu
George
White River
White River
Diurban
Durban
Uimzimikhuil
Durban
Umnzimichuiu
Durban
Capea Town
Durban
Durban
Urmazimbchuiiu
Georga
Durban
Durban
George
Durban
Durban
Cape Town
Durban
Cape Town
White River

Capea Town

Built in Cupboards
Caffins; Benches; Chalk Boards; Allars

Boardroom Tables; Chairs; Wine Boxes

Kitchen Units; Dining Room Tablas,
Coffea Tables; Chalrs

Manufacturing and repairing School
Furnitura

Slefgh Beds: Headboards; Side Tables

Kitchen Units; Built in Cupboards

Office Furniture; Household Furniture;
Doars and Window Frames

Tables; Chests of Drawers; Cupboards;
Cofies Tables

Buill in Cupboards; Bedroom Furniture;
Altars; Doors and Window Frames

Baby Cols; Compactums;
Headboards: Bads

Buillt in Cupboards; Thatch Umbrellas;
Benches

Shop fitting

Chopping Boards; Ironing Boards;
Frames

Liphotstered Household Furniture

Indoor and Outdoor Furniture

Manufacturing Doors and Window
Frames

Interior Design; Decorative Furniture

Corporate Wooden Gifts; Beds;
Pedestals

Candle Boxes; Frames; Shop fitting
Purpose made Fumnitura

Solid Wood Furniture

Indoar Furniture

Built in Cupboards; Tables and Chairs

Solid Wood Furniture

Dining Room Suites, Coffee Tables;
Lamp Tables

FURNTECH ANNUAL REPORT 2008



Eﬁ% 1 ||-'i "._u.-;l '| || |

The businesses in incubation at Furntech from 1 April 2007 — 31 March 2008 continued:

Cyril February CapeTown  Upholstery; Interior Decorating; Curtains
Queenath g Upholstery
Bhemba ¥tk Rvee Interior Decorating
Sibanda White River  Doors; Door Frames;: Windows
Griffiths .
Miungen Umzimkhulu  Built in Kitchen Units
Sanela Mwell Durban Kitchan Linits
Bongani Diamini Durban Bullt in Cupboards
Pieter Lessing George Salid Wood Furniture
Khanyisile j
. hu Umzimkhulu  Coffins; Caskets
Mabesl Branding through laser maching; Cutting
Appalsamy Cape ToWN .t \inyl and leather; Engraving
Danovan ’ ;
o Mood Durban Shop fitting; Bullt in Cupboards
LN Waoodh
| ShoveWoodFinishes  Migha van Wk Gape Town 'F":mfg”mwm‘“’ aden
| RLWood Work Lememy Nzuza White River 'J':n“:a;“’” NI
T Lie Hendcrail Inin Malumane White River ~ Tables; Chairs; Wardrobes
j Furniture
= Mikhubuleki Washing Baskets and Trays; Vegetable
[ BlgBotesRumbures oo Umaimkhull. g cks; Goffes Tables: Chairs
_ _,'11 Ezimqewane Trading sl White River  Wooden Doors and Windows
~ Really Wood and Board Window Frames; Sliding doors; Pivot
. =’J\] and Services Rncea od White VeS| s Garage Doors; Folding Doars
...«?i:} Injlya Interior Décor and Ntarabi Luthu Thitan ;.l Upholstl:gad Furniture; Gurtaining
===
=l . Coffins
| -..EII? MNaolo Trading Eric Dzanibe Urnzimikhubu B i e
B‘; Syakhua Fumituers oo o Umzimkhulu Refurbishing School Fumiture
o . . Sinethemba Washing Baskets, Trays and Vegetable
l1='.q IS CPEOIRE. | nowenya UmZimkhull. o cie: Cotfee Tables; Chairs
—
| Patn Afro Graf Palrick Gele Umzimihihs | Trays: Walldng sticks
L ——— ]
'\ Mahlambazi Enterprise.  Selina Mbambo Durban Office and Home Furniture
F | Usiba Marketing Supply Durban Office Furniture

* These are the number of full time employees. The businesses regularly employ contract workers lo complete large orders,
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skills development

The Furniture Technology Centre

(a Section 21 Company)

The implementation of the Further Education and Training
(FET) Act (Act 98 of 1998) meant that private providers of
education and training that fell within the FET band could
not continue unless they met the registration requirements
of the Department of Education. A key clause in the
registration process was that all private providers had to
be registered or recognised as a juristic person in terms
of the Companies Act (Act 61 of 1975). In order to meet
these requirements the Board of Trustees resolved to
establish a new company to house the skills development
activities of the Trust. This company came into aperation
during the current financial year.

The Furniture Technology Cantra is thus accredited by:
s Forest Industries Education and Training
Authority (FIETA);
* Tibra Training Centre (TTC); and
* \We are also provisionally accredited by the
Department of Education.
The Furniture Technology Centre is also recognised
by FIETA as an Institute of Sectoral and Occupational
Excellence (ISOE).

The Furniture Technology Centre provides training in NQF
registered qualifications ancl skills programmes as well as
a range of short courses at NOF lavels 1 - 4. The learning
programmes include, but are not imited to:
= Wood machining
* Cabinet making
¢ Wood finishing
¢ Upholstery
= Coffin making
= Kitchen units and built in cupboards,
manufacturing and installation
¢ Woodan doors, windows, balustrades and staircases
« Shop fitting
* Programming and operating CNC machines
¢ Furniture design and AutoCAD

COur learning materials, programmes and assessment
practices are verified against national and intermational
best practice to ensure that we are well positioned to
meet the challenges presented by the sector, the
NSDS, JIPSA and ASGISA. In addition, international
tenchmarking of the Furniture Technology Centre is
achieved through the Tibro Training Centra (TTC) in
Sweden, which has accredited the facilities and services
offared by The Furniture Technology Centre,

During 2007/8, The Furniture Technology Centre
in association with FIETA, the Western Cape Provincial
Government and the University of British Columbia
(Canada) commenced development of a furniture design
programime for the Industry.

Jerome Kaleb together with Nalem Bassadien
and Shaun Pilai attended a “frame-making” training
programme in Sweden, This programme was organized
by TTC and supported by FIETA.

As South Africa grows and positions itself as a niche
global manufacturing player, world-class skills will become
increasingly important. The Fumiture Technology Centre
is ideally positioned to maximise these opportunities whila
working with existing and emerging enterprises,

The challenge that we face is convincing
the private sector that skills development is
a strategic challenge that we face both

individually and collectively as an industry.

FURNTECH ANMNUAL REPORT 2008
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Health, safety and the environment

Furntech has integratad safety, health, and environmental
{SHE) principles into its risk management and sustainability
policies and procedures. The crganisation is committed
to ensuring that all its services are deliverad in a manner
that is safe and does not endanger the health of our staff,
stakeholders, communities and the environment.

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

Technology Demonstrations
Furntech uses lechnology demonstrations lo create
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 acceplance
of new technologies, and hence to technology transfer
and innovation.

Furntach continued to maintain and expand its linkages
with national and international industry partners that assist
with the demonstration and transfer of technologies.

Partnership with Sweden

The Swedish International Development Agency (SIDA),
through the Tibro Training Centre (TTC), located In the
heart of the Swedish furniture manufacturing Industry,
has been Furntech's development partner since 2001,

FURNTEGH ANNUAL REPORT 2008

TTC's largest contribution has been in the areas of human
resource development, application of international safety
standards, and learning programme development.
Early in February 2007 Bdrje Malmsten and Mikasl
Johansson of TTC visited all Furntech Centres to raview
the progress made. The visit was the culmination of
a formal review process conducted by independent
consultants appointad by SIDA and Furntech to evaluate
the contributions made by the partnership with Furntech.
As a result of the success of the project it was agreed
that the contract would be extended to December 2008
to assist Furntech to:
= Traln and develop upholstery specialists;
¢ Train and develop CNC machining cantre specialists
in the latest technology and methodology; and
* Coach and mantor new technical staff

Partnership with University of British

Columbia (UBC)

During the past 12 months Furntech entered into an
agreernent with UBC to develop, pilot and implemeant
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.
The pllot programme was run in Cape Town and Gearge
during March 2008. The demand for the programme was
overwhelming and we were forced to reschedule another
programme for late 2008,

Financial and Risk Management

The investment in excellent human resources, quality
equipment, and formal safety, health and environment audits
toensurelegal compliancewithlegislation arecomplemented
by Furntech's sound financial management system. During
the period under review PriceWaterhouseCoopers (PWC)
George was Furntech's internal auditor and MNgubane and
Co was the external auditor,

We constantly evaluate and upgrade our financial
and managemeant systems to ensure impraved control of
income and expenditure, and compliance with the Public
Finance Management Act (PFMA) and internationally
accepted risk management practices.

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



objectives and key performance indicators

Furntech'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 2007/2008 Business Plan which refer to the objectives contained in
the original MoA between Furntech and the dti.

The seda Technology Programme’s (stp) objectives are

for Furntech to:

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

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

3. Successiully 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 cutin the 2007/2008 Business Plan:
1. Develop Furntach into a sustainable business.

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

3. Incubate technology and skils to create new
businesses and expand existing businesses by
providing facilities, business training, equipment
arvice and mentoring to increase the number of
start-up SMMEs.

4, Develop the skills levels of industry employees and
new entrants from shop floor to management level
and facilitale 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 trainars, facilitators
and experts In order to increase skils 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
technologies to the furniture industry

7. Develop a design capability within Furntech

B. Invesligate expansion possibilities in Gauteng and
other regions

9. Develop an Internal and external communication
system.

Furntech's Board of Trustees and Management Team
ensure that the objectives are transformed into
organisational Strategies and are implemented by the
organisation in the form of operational Outcomes and
Key performance indicators (KPls) for the year. This
Annual Report describes the progress made in achieving
these stralegies.
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Objective 1

Develop Furntech into a sustainable business.

Iy
1. Accurately determine the operating costs for
each centre for;
a. Incubation; and
b. Skills Development : :
2. Develop an action plan to generate the required levels During 2007/8, The Furniture
of income from skills development and incubation, [echnoloay Centre in association

with FIETA

1. The sources of funding and cash flow projections
have been developed per centra,

1. This is an ongoing objective.

2. The operating costs for both incubation and skills
development have been determined for each centre.

3. An action plan to generate the required levels of
income has been developed and implemented.

Objective 2
Raview Furntech's capabilities within the context
of regional {including Africa) needs and align

stakeholder requirements in the furniture and ObjECtiUB 3

wood products sector. Increase the number of start-up SMMEs by
incubating new businesses and expanding

30y existing businesses

1. Determine regional neads

2. Aign offerings to regional needs

3, Market the facilities Implermnant an incubation assessment programime

4, Provide services as required Recruit potential Incubatees

Develop the skills of the potential incubatees
Incubate the potential businesses

Develop an exit strategy for each incubatee
Implerment the post incubation policy

2y 1 1 IDRCE ors
1. Each centre has a clear focus based on regional and
national needs
2. A system for external assessment of international
benchmark expertise is established (peer review) v {
3. An appropriate, effective and efficlenl governance 1. The incubator policy has been implemeanted
structure is in place 2. A post incubation policy has been developed
and implemented
3. An incubation assessment tool has been developed
1. This is an ongoing objective and implemented
2. This objective has been achieved. A programme of 4, There is a walting list of potential incubatees.
continuous improvament has been implemented to 5. Anincubates mentoring programme has been
review and improve the various processes. implemented

oM LN
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. A post incubation policy has been daveloped and |s
subject to Board approval.

. One internal and one exiernal BT assessment has

been completed.

. 70% utilization of incubator units was achieved, This
was due to the delay in getting the Johannesburg
centre online.

. The incubatee-mentoring programme has been
implamented.

. Furntech funded and accompanied ten businesses to
the first Furniture Africa Exhibition which was held at
Gallagher Estate, Midrand in Oclober.

. Threebusinessesin Georga completed 5000 rectangle
-shape cheese boards and 3000 heart-shape cheese
boards for Woolworths.

., One business in Durban recelved a shop fitting
contract valued at RBO 000,00,

. One business in Durban completed an order for 200
mirror frames.

. One business In George received an order for 80
chairs and 18 barstools valued at R 116 000.00

. . Fligritech (I:‘;g.l.'clri_z_'a:_ Incubatss, Hennie
. G:rg\rl.“ﬁrjlﬂ.h'lh hia employee

10. Mora than 15 businesses have paid for their staff to
complete further technical training.

11. & business in Durban received an order for 100 ironing
boards from Electrical Distributors.

12. One business in Dwban has secured a contract to
manufacture school furniture to the value of RS0 000.00

13. Two businesses exhibited at the dti Technology
Awards in September

FURMNMTEGCH ANMUAL REPORT 2008 13
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Key Performar
ear ending 31

Promotion of macro-economic goals (Cost-Benefit Analysis Positive)

Area M

technology based SMMEs

Improving the business performance,

profitability and survival rate of newly established

Promotion of Black Economic Empowerment

Cutputs

Cuantitative

# new SMMEs establishad

# new projects initated

# Clignts Supported

# SMMES supported

% SMMES that survived
1st year

% SMMES that survived
2nd year

Mo Of Graduations

ft black owned SMMESs
estabished

% black owned SMMEs
eslablishad

# black empowared
SMMEs establiched

% black empowered
SMMEs established

# black owned projacts
initiated

9% black owned projects
initiated

# black owned projects/
SMME's in partolio

% black owned projects/
SMMEs in portfolio

# woman owned SMMES
established
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Targels

as

135

135

BO%

BO%

15

90%

90%

0%

90%

12

28

100%

4%

12

83%

10

B3%

B3%

a7

a5

100%

75%

100%

a0

85%

a8

J6

1009

100%

a1

5%

15

ar

76

86%

6%

13

100%

0%

62

%

07/08 FY

a4

22

BY

]

97 %

30

88%

17

7%

62

1%
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furntech annual impact summary

for the _ Cumulative

[otal

Outpuls

Quanlitative Targets 07/08 FY
' % women owned
SMMEsestsbished =~ @ 3% 8% 100% 12%
|
# women empowered 0 ; A 1 5

SMMES established

% women empowerad 39%

Promotion of Black Economic Empowerment

- SMMES established S £ ]
:E it women cwned
t? progects initiatad 9 2 0 1 4
i)
2
© WA Ovnec 33% 26% 20% 18%
< projects initiated
L=
= # women owned
E 5 projects/SMMEs in 7 5 B 11 11
c E portfolio
8 % women owned
o projects/SMMES in 33% 17% 11% 13% 13% 13%
m r
= porticlio
o
(w1}
) g # Jobs (Direcl) created 40 19 22 1 22 64
E =
E 8
3 L]
o b Funds Palsed (Rims) A1 m 0 100,000 4] 0 100,000
] e
e @
(6]
g E
E 2 # Jobs (indirect) created 168 a1 58 3 46 148
(w]
& =
S 2 # Casual / Seasonal
o ALK gS0na! 2 17 1 o
E 5 jobs created &
2 g
& o
= i new prospects
o
0 antering pipetine 25 ¥ ;] B g g
E
E Total SMME T/O
g L il 301 726 438701 580097 614388 2 (034 912
i start of FY
5
c 1
(= s B 438701 590007 614388 1030697 2673883
-E end of FY
5
9% growth |
o SO SE 30% 12%  85% 4% 68% 31%

income
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Front row, left to right:
Jefirey Appolis (Classique : —
Furnitura), Leamon Mela (Wood
Master), Jeffrey Mlangeni (Wood ‘FHBN".W"/
2 3 . L=
Junction), Queenie Bhembi i s i
(Vukuzenzele Upholstery), Senzo —
Naoko (Wood Junction).

Back row, left 1o right;

Michael Reddy (CEQ Furntech),
John Mortimer (Chalrman:
Furntech Board of Trustees),
Sydnay Silo (Wood Converters),
Stephen Campbell (C'Bro
Creations), Alvin Raghunan (Mew

Harvest Furniture).

Furntech took some of its incubatees to
= exhibit at the first Africa Furniture Exhibition
éi; at Gallagher Estate in Midrand.

16 FUANTECH ANNUAL REPCORT 2008
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furntech annual impact summary

irable Indicators for the

Quarterly Totals

I OOAE
Aarch 2008

==
| 52 Quantitative Targets 07/08 FY
Sl
5 E‘ 2 ] Forex earned by
E .Et SMME 0 0 ] 0 (]
£28 g (Rand value)
§ Jﬁ E # New fareign clients
& with whom business 0 0 0 0 0
m

has been securad

E2Tm
£ # Patants registerad 0 0 0 0 0
£§§§§§
£ S95cuR
| 3 E‘é H= 8 # new/upgraded
- B e ﬂg & technalogy transfer 10 o 0 o ] o
| £ § £ interactions complated
| B =
1 | E% =8 hechnc&ogyr_w:used 2 0 0 0 0 0
§. E . consortia
|
I 2
o o 8 = ¥ Clustering activities 5 2 4 4 2 12
= | % dependency on ; =
..|~: | STP funding 50% 59% 58% BD% 75% G8%
a Level of Income
-4 genarated from other 0% % 0% 0% 0% 0%
SA sources (%)
E} Laval of Incoma
g
5 A IRORAC NI 1% 0% 0% O% 0% 0%
= international sources
c 9%
@ (%)
£ c lof P
= 5 seveloifDmindocir  apd | AW amb 0% 1T 24%
-g ‘E Income generated (34)
% 3 o IR
7 B ChERS BN 100%  100% 100% 100% 100% 100%
? tar sarvices
[
'g Total fess, rentals,
levies & royallies as % 10% 3% 3% 4% 2% 3%
g of Total Income
Total gov grants
received 50%: 5B% 50% 51% 4% B63%

a5 a% of total costs

% funding that goes

G ki 65% 100% 100% 100% 100% 100%
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furntech annual impact summary

Cumulative
Total

Compliance Performance Area Measurable Indicators for

e year ending 31 March 2008 Quarterly Totals

Goals | Objectives Activities Outputs

Cuantitative Targets 07/08 FY
0 g i
E§§E§§§§§
ETEEE B Average client
EE E ‘gg EQE D satistaction grade Yes 1
Eon Sh g
W £ @ &4
8 S =
o 285 ¢
E Bo 5w -
g E g b % Mo of success slores 1 1 1 1 4
= IE g EiD
3 e
é 1 # interactions with STP
i s85B5E o {iraining workshops. 1 1 1 1 4
= c2ER/SE conferences etc)
5 §5285¢8
8 i E
B i E g ‘é £ 2 Capacity development (%
E o ™83 of budget aliocation)
o
c
gas i interns employed 3 2 0 1 &
oo g
=09
S o5
£83
E2T
2 g Knowledge /
8 E t management Systam Noi | /Ne: | No ho
# of interactions with
similar organisations 8.0
a conlerences, workshops 3 ‘ 0 J 6
gﬂ "E E alc.
= g2 #f MOU / MOAs
5| E E concluded with
2 a8 key development
E E E‘ stakeholders operaling 0 0 1 3 4
2 E 5 within the centra’s
5] g T business domain
% £ E ¢ W/partnarship
= EE agreements with key 0 0 0 0 0
o stakieholders in tha
X
'E = E: centra’s business domain
g 1
=
E L =
/SR L Yes Yes Yes Yes Yas

"network information™
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objectives
furntech annual impact summary

Compliz farm e Area | rable Indicators for Cumulative

Quarterly Totals Total

Goals | Objectives Activities Outputs (1 | Q2| Q3 Y1

Quantitative Targets 07/08 FY

Source of Incoma vs budgated

-‘EE, e Yes Yes Yes Yes Yes
| 2
'I E E‘E In Kind Sendces procured No No No No
. g Genire overhaads
i - ity Yes Yes Yes Yes
‘B £
| E gg Expanditure ks in ling with
| - E - approved budgets Yes Yes Mo Yes
g £k
E E% Auditors assessment is positive Yes Yes Yes Yes
L. [3]
5 [ ;
o8 Effective and efficient
E & mamgafrznnlufassam Yes Yes Yes Yes
. "3:;' ' é Compliance with King 11,
i~ 5 EEA, LRA and other relavant Yes Yes Yes Yes
T IJ g %% % legislation
LT
S| Quarterly Raports and
e i Eg Business Plans submitted on Yes Yes Yes Yes
”..-_.I f =1 g time, and of high quality
3 5 5 & Compliance with the conditions
= = and stipulations of the Stp Yes Yes Yes Yes
il Policy and Procedures Manual
| B |
| - [H]
e 85,5 S¢ # managemant inlecactions g8 |8 8 8 26
i J with stafl
- B
. 3 5
| o E Stafi attitude/Performance
i'F ﬁéggg g% surveys taken Yes
The
5
T k] '
‘:; EEEE% E% Stalf profile - gender and race Yes Yes Yes Yes
| 2
Eﬁ gg%_ﬁg # published articles SN I Req Y (s 3
§§ Eﬁg%%
EE 28 Eé # media reports 1 LR 0 1
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12%
3%

8%

12%
15%
12%
8%

Skills development for Employed Learners
1 April 2007 = 31 March 2008

Fall
=
E=3
S

Learnerships level 2
Leamerships lavel 3

Skills programme

Short courses

Recognition of prior learning
Special projects

AutoCad

7%
44%
46%
3%
aQ
\ Skills development for Unemployed Learners
1 April 2007 - 31 March 2008

B Skills programme

s Short courses

mm Recognition of prior learning

wwv  Special projects

20 FURNTECH ANMMUAL REPORT 2008

Objective 4

Develop the skills levels of furniture and
wood products sector employess

and new entrants,

B

Develop the appropriate kearming materials

Develop the appropriate assessment guides

Ensure the programmes can salisfy the needs identified.
Benchmark the upholstary training programme and develop
the skills of the arganisation’s upholstery pracitioners
Davelop a network of role players in each region.

. Establish and address the skills gaps and training needs

of the client base

Comprehensive learning materals are in place and
reviewed regularly

An upholstery training programme is in place

A development plan for upholstery trainers is implemented
Increase training throughput of tnemployed people
nationally.

. Thera is an ongoing needs analysls that |s reviewed every

six months.

Learmning materials for Leval 2 and Level 3 have been
completed. Materials for upholstery and Level 4 are under
development,

An upholstery programme has been developed and is
being implementad,

Discussions are underway with an appropriate tertiary
institution to offer industry specific Supervisory and
Management Development Programmes.

470 Learners have completed their training during the
year under raview. A further 142 are still under training.
117 Unemployed learmers have completed their training
during the year under review, A further 43 are still
under training.



Objective 5
Develop a pool of suitably qualified
Furntech staff,

Strateqy

ecruit staff as per human resource development plans
Select and appoint staff
Develop a personal development plan per individual
Develop an EE plan
Develop a Skills Development Plan for Furntech

ok M

Key Performance Indicators
1. The requisite number of staff has been appainted
2. Self development plans are in place for each individual
3. An employment equity plan has been developed
for Fumtech
4. A skills development plan has been developed
for Furntech.

Achievements

1. The organisation complies with our Employment Equity
(EE} plan and the Training and Employment Equity
committes reviews the plan annually.

2. The Training and Employment Equity commitiee reviews
the annual plans, compiles the implementation report
and develops a new plan annually.

3. Review, comply with and update the skills development
plan for Furmntech

4, Al staff that mest the specific requirements have:

a, Completed their Assessor Training; and

b. Coaching and Mentoring Training.

5. The first group of 12 qualifying trainers has completed
the core modules of the ETOP Qualification, The second
group will undergo training during the next financial year,

6. Al qualifying trainers have completed a second trade.

Furntech provides training in NQF
registered qualifications and skills
programmes as well as a range of short
courses at NQF levels 1 - 4.

~Technical Skills Development for Incubatees
LApTtPO0T.SSt-March 2008—=—=="""

— —

B | earnerships level 2

s Learnerships level 3

mm  Skills programme

mm Short courses

o= ﬁamgnﬂim of prior learning

== AutoCad .

S

14%
8%
38%
19%
21%

Business Skills Development for Incubatees
1 April 2007 — 31 March 2008

Costing, tendering and pricing
‘Businass counselling
Small business management
- Registering and operating a business

‘FURNTECH ANMUAL REPORT 2008 21
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Study Tour and Uphalstary Training
a Factory in Sweden

Incubatea in White River, Bongan! Sibanda of
Proud African Wood Products

Furnteeh managemeant and Board participatad In
thi Shanghal Internaticnal Business tn&:ut_:aliun'
Conference in Ghina In Seplember 2007




Furntech won the coveted incubator of the year (2007) award and
was runner-up in the most noticeable impact on the local economy
category. From left to Right:

Michasl Reddy, CEQ of Furntech
Adv, Sibonglle Sigodi, Vice Chairparson of Furntech Board
Bongani Sibanda of Proud Africans Wood Products based at

Fumtech's White River Centra
Fastest growing Incubatesa

Norman Meyer of Meyer van Weilligh Manufacturers in Geargs
Most Successful Graduated Incubatee of the year

Dillip Kalyan of Designer Creations based at Fumtech's Durban Centre
Runner-up fastest growing incubates




meage Matters relating to the moa and the pfma

24

Concerns relating to the MOA

The Board of Trustees of Furntech found that there were
no concermns relating to the Furntech-stp Mamorandum of
Agreement (MOA),

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

Statement of Compliance

Compliance with 2007/2008 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,

MNecessity for continued assistance:

Furntech has demonstrated its ability to consistently deliver
against the objectives specified in the MoA. Furnlech's
record of accomplishment to date is impeccable; however
the project is still in the start-up phase in terms of its national
oblectives, and at this time Is nol in a position to achleve
financial sustainabllity. Continued financial assistance Is
therefore necessary.

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

FURNTEGCH AMNMNUAL REPORT 2008

Furntech'’s success indicates that

it is a valuable resource that is
contributing to the growth and improved
competitiveness of the furniture and
wood products industries. At the same
time it has met, and in many cases
exceeded, the requirements of its key
performance indicators.

Financial aid is still meritorious:

Furntech's success indicates that it is a valuable resource that
ks contributing to the growth andimproved compatitiveness of
the furniture and wood products industries. At the same time
it has met, and In many cases exceedad, the requirements of
its key performance indicators.

Furmntech engages with stakeholders al local, regional
and national levels to ensure that we contribute to existing
businesses and create new businesses in our larget
industries. The organisation is also a key provider of national
skills training and development interventions to employers in
the furnitura and wood products industries.

The withdrawal of financial aid will seriously curtall all
of these interventions and will, in all likelihood; result in the
closure of the project.

Compliance with 5 38 (j) of the PFMA:

Furntech complies with Section 38() of the Public Finance
Management Act (PFMA) and has implemented effective,
efficient, and transparent financial management and internal
control systems. The internal audits are conducted by
PriceWaterhouseCoopers. The processes followed for the
imernal audit are the same as the external audil, excepl
thal the internal audit is conducted on a quarterly basis. The
Board of Trustees has approved the audit plan.



the vear ahead

Tough times behind us and tough times ahead

- are we ready?

The constantly increasing petrol price, interest rates and food
prices do not bode well for the future. A study conducted by
the Charted Institute of Parsonnel and Development in the
UK showed that more than 50% of the firms cut their training
ancd development budgets during the past 12 months. The
same study showed that only 12% had increased their
budgets over the past 12 months,

What does the future hold for skills development in South
Africa and more specifically the Fumniture and Wood Products
Sector? Conwventional wisdom states that employers will cul
their training budgets as companies “tighten their bells” but,
considaring the challenges our economy faces, and the
growing shorlage of skills, it seems obwvious that wea need to
increase our investment in human resources.

Fumtech's core objectives are to nurture emerging
SMMEs through the Incubation Programme and enhance
the competitive advantage of the formal industry by develop-
Ing its human resources. In this respect we will continue to
pursus our strategic objectives and maximise all opportunities
that arise,

The challenge we face iz SUSTAINABILITY and we wil
continue to strive towards attaining this goal,

The focus for the future lies in the answer to the question:
“What do our clients want and need and when?” We
operate in a service-oriented cullure and every member of
Team Furntech is part of the solution. Everything we say and
do counts!

In conclusion | would fike to reiterate what | said at
the beginning of this review:

We have performance targets and business plans that focus and push us
to our limits and beyond. Above all, we have the greatest Team of people.
Our Team will continue to help us to realize our vision; strive for our high
inspirational targets; implement our programmes; and go about our daily
business of exceeding customer expectations.
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2007/8 was.a fdntastic'year.

The executive team and lextend a big
thank=yeu to Team Furnteah, The Board
of Trustees andall of our stakeholders

for thelpvaliasie eentrb i lions,
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statement of trustees’ responsibility

for the year ended 31 march 2008

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 32 to 49
have been prepared in accordance with South African Statements of Generally Accepted Accounting
Practice and Section 38(j) of the Public Finance Management Act No. of 1999.

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, verify and maintain accountability of assets, and to prevent and detect
misstaterment and loss. Mothing has come to the attention of the lrustees 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 thal the trust has adequate resources in place to continue in operation for the
foreseeable future.

The annual financial statements which appear on pages 32 to 49 were approved by the trustees and are

signed accordingly:
£
Dl s o
Trusted Trustee
2803 . 2008 35.63 2008
Date Date
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report of the independent auditors

for.the year ended 381 march 2008

==+ NGUBANE
#5 & CO.

= Durtired Rorowsints * Cormdah = Rorwnig Mvmsligrion =

NGUBAKE & CO.
INCORPORATED

Reg. No. 2004/001416/21
4% Floor, Cabnia Bullding
Bella Roza Vilage, Durban
Road

Tygervalley

7530

Suite 113, Privale Bag X122
Tygervalley

7536

Tal: #27 21 914 4868

Fax: +27 21 914 4894

W ngubane c0.za

Offices also in Johannesburg,
Durban, Mafikeng, Tshwane &
Polokwana

REPORT OF THE INDEPENDENT AUDITORS

To the trustees of the Furniture Technology Centre Trust

We have audited the accompanying financial statements of the Fumniture Technology Centre Trust,
which comprise the statemenl of financial position as at 31 March 2008, the statement of financial
performance and cash flow stalement for the year then ended, a summary of significant accounting
policies and other explanatory noles, as set out on pages 32 to 49.

Trustees’ Responsibility for the Financial Statements

The lrustees’ are responsible for the preparation and fair presentation of these financial statements in
accordance with basis of accounting determined by National Treasury, as described in Note 1 of the
financial statements Section 38 (j) of the Public Finance Management Act Mo. 1 of 1999, This
responsibility includes: designing, implementing and maintaining internal control relevant to the
preparalion and fair presentation of financial stalements that are free from malaerial misstatement,
whether due to fraud or error; selecting and applying appropriate accounting policies, and making
accounting estimates that are reasonable in the circumstances.

Auditors' Responsibility

Our responsibility is to express an opinion on these financial stalements based on our audil. We
conducled 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 slatements are free from material misstalement.

An audit involves performing procedures to obtain audit evidence aboul the amounts and disclosures in
the financial statements. The procedures selected depend on the auditors’ judgment, including the
assessment of the risks of malerial misstatement of the financial stalements, whether due to fraud or
error. In making those risk assessments, the auditor considers internal controls relevant to the entity's
preparation and fair presentation of the financial statements in order lo design audil procedures that are
appropriate in the circumstances, bul not for the purpose of expressing an opinion on the effectiveness
of the entity’s intemnal control. An audit also includes evaluating the appropriateness of accounting
policies used and the reasonableness of accounting estimales made by the direclors, as well as
evaluating the overall presentation of the financial statements.

Partners: BW Ngubane (Chiefl Execulive Officer), SD Msomi, HGS Mpungose, TB Nkomozephi, PE Naudd, G Cronje
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report of the independent auditors
for the year ended 31 march 2008

=== NGUBANE
& CO.

* Poriesl Sczweus * Lomdind = b i *

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

Basis of accounting

The entity's policy is to prepare financial statements on the basis of accounting determined by the
Mational Treasury, as described in note 1 to the financial statements.

Opinion

In our opinion, the financial statements present fairly, in all material respects, the financial position of
the Furniture Technology Centre Trust as of 31 March 2008, and of its financial performance and cash
flows for the year then ended in accordance with basis of accounting determined by the National
Treasury, as described in Note 1 to the Financial Statements, and in the manner required by Section
38(]) of the Public Finance Management Acl, 1999 (Act No. 1 of 19089).

Supplementary Information

We draw your atlention to the fact that with the supplementary information set out on page 50 to 51
does not form part of the financial statements and is presented as addilional information. We have not
audited this Information and accordingly do not express an opinion thereon.

%l

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

Cape Town
25 July 2008
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statement of financial position

for the year ended 31 march 2008

ASSETS

Current assets

Trade and other receivables
Loan to related entity

Cash and cash equivalenis

Non-current assets
Property, plant and equipment

Total assets

LIABILITIES

Current liabilities

Trade and other payables

Current portion of interest bearing long term loan
Provisions

Mon-current liabilities
Deferred income - Government granis
Interest bearing long term loan

Total liabilities
Met assets

NET ASSETS
Trust capital

]

o~ n

e -

10
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1,875,984 1,293,576
746,097 -
16,319,658 13,715,918
18,941,739 15,009,495
47,590,761 39,526,064
47,590,761 39,526,064
66,532,499 54,535,558

744,690 1,232,817
678,402 )
75,119 169,901
1,498,211 1,402,718
62,699,917 52,322,414
1,523,945 .
64,223,862 52,322.414
65,722,073 53,725,132
810,426 810,426
810,426 810,426
810,426 810,426
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statement of financial performance

for the year ended 31 march 2008

2007
R R
Revenue - 2,805,988
Other income 2,532,337 724,968
Operaling cosls (13,482,193) {13,472,405)
Operating deficit 1 (10,949,855) (9,941,449)
Government grants recognised 10,122,496 8,881,872
Finance Income 889,816 1,069,577
Finance cosls (62,457) -
Net profit/ (loss) for the year - -
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cash flow statement
for the year ended 31 march 2008

Cash flows from operating activities

Cash receipts from donors and customers

Cash paid to suppliers and employees

Met cash flow from operating activities 11
Interest received

Interest paid

Met cash flow from operaling activities

Cash flows from investing activities

Purchase of property, plant and equipment
Proceeds on sale of property, plant and equipment
Loan to related entity

Cash flows from financing activities
Government grants received
Increase in long term liabilities

Mel increasef{decrease) in cash and cash equivalents
Cash and cash equivalents at beginning of year
Cash and cash equivalents at end of year 4

FURNTECH ANMNUAL REPORT 2008 I FINANCIALS

12,072,426 2,500,099
(21,976,003) (10.,417,781)
(9,903,577) (7.917,682)
889,816 1,059,577
(62,457) -
(9,076,218) (6,858,105)
(10,276,291) (9,359,900)
- 339,069
(746,097) -
(11,022,388) (9,020,831}
20,500,000 10,000,000
2,202,347 2
22,702,347 10,000,000
2,603,740 (5,878,937)
13,715,918 19,504,854
16,319,658 13,715,918
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FURMNITURE TECHNOLOGY CENTRE

summary of significant accounting policies
for the year ended 31 march 2008

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

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:

Statemeant of GAAP replaced by Standards of GRAP:

AC101:Presentation of financial statements GRAP1: Presentation of financial statements
AC118: Cash flow statements GRAFZ2: Cash flow statements

AC103: Accounting policies, changes in GRAP3: Accounting policies, changes in
accounfing estimates and errors accounting estimales and errors.

The recognition and measurement principles in the above GRAP and GAAP Statements do not differ
or result in material differences in ilems presented and disclosed in the financial statements. The
implementation of GRAP 1, 2 and 3 has resulted in the following significant changes in the
presentation of the financial statements:

a) Terminology differences:

Standard of GRAP Replaced Statement of GAAP

Statement of financial perfformance Income statement

Statement of financial position Balance sheet

Statement of changes in net assets Statement of changes in equity
Met assets Equity

Surplus/deficit for the period Profitfloss for the period
Accumulated surplus/deficit Retained eamings

Reporting date Balance sheet date

b) Specific information on:

(i) receivables from non-exchange transactions, including taxes and transfers, is presented separately
on the statement of financial position,

(i) taxes and transfers payable is presented separalely on the statement of financial position.
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IHE F RMITURE ECHNO Y CENTRE

summary. of significant accounting policies

for the year ended 31 march 2008

c) Actual versus budget comparison

Paragraphs 11 — 15 of GRAP 1 have not been implemented as the budget reporting standard is in the
process of being developed by the international and national standard setters. Although the inclusion
of budget information would enhance the usefulness of the financial statements, non-disclosure will
not affect fair presentation.

Assumptions have been used that affect reported assets, liabilities, revenues and expenses, as well
contingent liabilities and assels. These estimates are based on management's knowledge of current
evenls and actions. Aclual resulls may differ.

1.1 Property, plant and equipment

All property, plant and equipment is inilially recorded at cost. Cost includes all cosis directly
allributable to bringing the assels lo working condition for their intended use. Property, plant and
equipmenl is stated at historical cosl less depreciation,

Subsequent costs are included in the asset's carrying amount or recognised as a separale asset, as
appropriate, only when it is probable that future economic benefits associated with the item will flow lo
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

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, lo their residual values over their eslimated
useful life as follows:

Buildings 50 years
Molor 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
reporting date.

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

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 lransferred to accumulated surplus,
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o FURMNITURE TECHNOQLOGY CENTAI TRUST

summary of significant accounting policies
for the year ended 31 march 2008

1.2 Impairment of non-financial assets

Assels that are subject to amortisation are reviewed for impairment whenever events or changes in
circumstances indicate that lhe 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 assel's fair value less costs o sell and value in use. For the
purposes of assessing impairment, assels are grouped at the lowest levels for which there are
separately identifiable cash flows (cash-generaling units),

1.3 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 statement of financial position, bank
overdrafts are included in shori-term borrowings.

1.4 Trade receivables

Trade receivables are recognised initially alt 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 lo collect all
amounts due according to the original terms of payment. Significant financial difficulties of the debtor,
probability that the debtor will enter bankruptcy or financial reorganisation and default or delinquency
in payments are considered indicators thal the trade receivable is impaired. The amount of the
provision is the difference between the assel's carrying amount and the present value of eslimated
future cash flows, discounted at the effective interast rate.

1.5 Trade payables

Trade payables are carrled al 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.

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

1.7 Government grants

Granls 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 net costs that they are intended to

Governmenl granls relating lo the purchase of property, plant and equipment are included in non-
current liabilities as deferred government grants and are credited to the statement of financial
performance on a slraight line basis over the expected lives of the related assets.
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1.8

1.9

summary of significant accounting policies
for the year ended 31 march 2008

Operating leases

Leases in which a significant portion of the risks and rewards of ownership are retained by the lessor
are classified as operaling leases. Paymenlts made under operating leases are charged to the
statement of financial performance on a straight-line basis over the period of the leasea.

Finance leases

Finance leases are recognised as assels and liabilities in the statement of financial position at
amounts equal to the fair value of the leased assets or, if lower, lhe present value of the minimum
lease payments. The corresponding liability to the lessor is included in the statement of financial
position as a finance lease obligation.

The discount rate used in calculating the present value of the minimum lease payments s the interest
rate implicit in the lease.

The lease paymenls are apportioned between the finance charge and reduction of the outstanding
liability.The finance charge is allocated to each period during the lease lerm so as to produce a
constant periodic rate of on the remaining balance of the liability.

1.10 Financial instruments

1.1

Financial insfrumenis carried on the statement of financial position include cash and bank balances,
investments, receivables, trade credilors and borrowings resulting from normal business activiies.
The particular recognition methods adopted are disclosed in the individual policy statements
associaled with each item.

Revenue recognition

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

(a) Interest income
Interest income is recognised as it accrues (laking into account the effective yield on the asset) unless
collectability is in doubt.

(b) Donations received
Donations received are credited to the statement of financial performance when recelved.,
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notes to the financial statements

for the year ended 31 march 2008

1. Results from operating activities

The following items were taken into account in the calculation of

the operating profit/{loss).
Profit on the disposal of fixed assels - 37,339
Depreciation
Buildings 558,790 522,019
Molor vehicles 220,634 88,646
Office equipment 82,864 95,778
Computer equipment 193,414 305,860
Machinery and equipment 1,155,892 993,620
2,211,594 2,005,923
Audit Fees
Annual audit 44,084 38,954
- External audit fees 44,084 -
- Previous year - Underprovision 0 38,954
Internal audit fees 44,206 -
88,290 38,954
Staff cosls
Salaries and wages 3,305,660 6,061,374
| _"“a,\
= % e
- \';'{. .
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notes to the financial statements

for the year ended 31 march 2008

2. Trade and other receivables

Trade receivables
Less : Provision for bad debts

Deposits
Other receivables
Receiver of Revenue - VAT

Loan to related entity

Loan to:The Furniture Technology Cenlire Association
Incorporated under Section 21

The loan has no fixed repayment terms and
bears no interest.

Cash and cash equivalents

Medbank call accounts
Medbank current account
Standard Bank current account
Petly cash

Property, plant and equipment
5.1 Land and buildings

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

Additions
Depreciation
Carrying value : At the end of the year

Cost
Accumulated Depreciation
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1,370,866 1,451,128
{35,200) (302,018)
1,335,666 1,149,110
60,411 52,108
63,873 15,000
416,034 77,358
1,875,984 1,293,576
746,007 -
14,052,761 10,943,448
2,115,409 2,722,183
141,424 43,037
10,064 7,250
16,319,658 13,715,918
31,189,988 24,859 411
32,905,351 26,052,755
(1,715,363) (1,193,344)
4,518,290 6,852,596
(558,790) (522,019)
35,149,488 31,189,988
37,423,641 32,905,351
(2,274,153) (1,715,363)




notes to the financial statements

for the year ended 31 march 2008

5.2 Motor Vehicles

Carrying value : Al the beginning of the year 690,690 431,620
Cost 796,094 756,952
Accumulated Depreciation {105,404) (325,332)

Additions 2,228,902 645,069

Disposal . - (297,353)
Cost - (605,927)
Accumulaled Depreciation = 308,574

Depreciation (220,634) (88,646)

Carrying value : At the end of the year 2,698,958 690,690
Cost 3,024,996 796,094
Accumulated Depreciation (326,038) (105,404)

5.3 Office Equipment

Carrying value : At the beginning of the year 194,122 280,863
Cast 524,717 515,680
Accumulated Depreciation (330,595) (234,817)

Additions 47,299 9,037

Depreciation (82,864) (95,778)

Carrying value : At the end of the year 158,557 194,122
Cost 572,016 524 717
Accumulated Depreciation (413,459) (330,595)
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54

5.5

5.6

notes to the financial statements

for the year ended 31 march 2008

Computers

Carrying value : Al the beginning of the year

Cosl
Accumulated Depreciation

Additions

Depreciation

Carrying value : Al the end of the year
Cosl
Accumulated Depreciation

Machinery and equipment

Carrying value : Al the beginning of the year

Cost
Accumulated Depreciation

Additions

Disposal
Cost

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

Furniture and fittings

Carrying value : Al the beginning of the year

Cosl
Accumulaled Depreciation

Depreciation

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

Net carrying value at the end of the year
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303,593 454,770
1,503,405 1,348,722
(1,199,812) (893,952)
140,351 154 683
(193,414) (305,860)
250,530 303,593
1,643,756 1,503,405
(1,393,226) (1,199,812)
7,147,626 6,447,108
10,615,779 8,923,747
{3,468,153) {2,476,639)
3,341,450 1,698,515
- {4.376)

- (6,483)

- 2,107
(1,155,892) (993,620)
9,333,184 7.147 626
13,957,229 10,615,779
(4,624,045) (3,468,153)
44 44

69,077 69,077
(69,033) (69,033)
44 44

69,077 69,077
(69,033) (69,033)
47,590,761 39,526,064




notes to the financial statements
for the year ended 31 march 2008

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

57.1.1 George

Administration and workshop buildings

Costs incurred: 2002 4,962,506 4,962,506

Costs incurred; 2003 319,258 319,258

Costs incurred: 2005 21,945 21,945

Cosls incurred: 2006 7,533 7,533

Adjustments for VAT claimed (404,986) (404,988)

Transfer of improvemenl cosis to Umzimkhulu (8,550) (8,550)
4,897,706 4,697,706

5.7.1.2 Umzimkhulu

Cost in respect of buildings to be developed

Costs incurred: 2004 18,130 18,130
Costs incurred: 2005 7,615 7,615
Costs incurred: 2006 163,220 163,220
Cosls incurred: 2007 138,043 138,043
Costs incurred: 2008 9,888 -
Adjustments for VAT claimed (5,123) {5,123)
331,773 321,885

Mo lease amounts are paid to any of the third parfies.
5.7.1.3 Umtata
Administration and workshop buildings in prograss

Costs incurred: 2008 328,097 -

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

far the year ended 31 march 2008

5.7.2 Buildings erected on own property
5.7.21 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
Costs incurred: 2005 753,649 753,649
Costs incurred: 2006 367,633 367,633
Costs incurred: 2007 18,757 18,757
Refund received on cost price (131,845) (131,845)
Adjustments for VAT claimed (185,632) (185,632)
6,109,755 6,109,753
- Erf 17599, Cape Town, registered in Cape Town, was
acquired on 16 April 2003. The size of the property is
2,900 square meters,
5.7.2.2 Durban
Administration and workshop buildings
Initial cost of land and buildings as at 1 July 2003 3,907,635 3,907,635
Costs incurred: 2004 3,155,115 3,155,115
Coslis incurred: 2005 353,138 353,138
Cosls incurred: 2007 67,832 67,832
Adjustments for VAT claimed (170,761) {170,761)
7,312,959 7,312,859
- Erf 391, unit 126, Springfield, registered in
Pietermaritzburg, was acquired on 1 July 2003. The size
of the property is 4,026 square meters.
5.7.2.3 White River
Administration and workshop buildings
Initial cost of land and buildings as at 2 May 2003 100 100
Costs incurred: 2004 50,132 50,132
Costs incurrad: 2005 2,769,100 2,769,100
Costs incurred: 2006 4,745,543 4,745,543
Costs incurred: 2007 3,39 3,391
Adjustments for VAT claimed (61,638) (61,638)
7,506,628 7,506,629

- Eri 1230, White River Ext 7, registered in Pretoria,
was acquired on 2 May 2003. The size of the property
is 1,6263 hectars.

FURNTECH ANNUAL REPOGRT 2008 | FINANGIALS



notes to the financial statements

for the year ended 31 march 2008

5.7.2.4 Gauteng

Administration and workshop buildings in progress

Costs incurred: 2007 6,756,420 6,756,420
Costs incurred: 2008 4,180,305 -
10,936,725 6,756,420

- Erf 80, Lea Glen, registered in Johannesburg, was
acquired on 14 October 2006. The size of the property
is 8,010 sguare meters.

Total cost of land and buildings (Note 5.1) 37,423,642 32,005,351

6. Trade and other payables

Trade creditors 460,590 177,265

Deferred revenue - 891,162

Accruals and other payables 284,100 89,389
744,690 1,232 817

7. Interest bearing long term loan

Medbank finance lease agreemenls 2,202,347 -
Minimum lease payments due
- within one year 916,808 -
- in second to fifth year inclusive 1,833,471 -
Less: fulure finance charges (547,932) -
Present value of minimum lease paymenis 2,202,347
Present value of minimum lease payments due
- within one year 678,402 -
- in second to fifth year inclusive 1,523,945 -
2,202,347 -

It is the trust palicy to lease certain motor vehicles under
finance leases.

The average lease term is 4 years and the average
effective borrowing rate is 13%.

The trust's obligations under the finance leases are
secured by the lessor's charge over the leased assels.
The book value of assets under finance lease

are R 1,734,253,
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notes to the financial statements
for the year ended 31 march 2008

8. Provisions

Annual leave:
At beginning of year 169,901 203,961
Movement during the year (94,782) (34,060)
At end of year 75,119 169,901
9. Deferred income - Government grants
Government Grants deferred 62,699,117 52,322,414
62,699,917 52,322,414
The breakdown of the total amount of deferred income related
to the different govermental organisations are as follows
Department of Trade and Industry 42,199,917 42,322,414
Small Enterprise Development Agency 20,500,000 8,000,000
Small Enterprise Development Agency - Capital grant - 2,000,000
62,699,917 52,322,414
The movement of the deferred income balance for the year
is as follows:
Opening balance 52,322,414 51,204,286
Granls received during the year 20,500,000 10,000,000
72,822,414 61,204,286
Transfer to statement of financial performance in respect of:
Assels depreciated {2,211,594) (2,005,923)
Operaling expenses (7,910,903) (6,875,949)
62,699,917 52,322 414
10. Trust capital
Donation by founders of trust
- Nelson Mandela Metropolitan University 200 200
Accumulated surplus 810,226 810,226
Accumulated surplus at beginning of year 810,226 810,226
Surplus for the current year - -
810,426 810,426
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notes to the financial statements
for the year ended 31 march 2008

1.

12,

Cash generated from operations

Reconclliation of profit(loss) to cash generated from aperalions &

Profit per statement of financial performance - -
Adjustments for:
Depreciation 2,211,594 2,005,923
Profit on sale of fixed assets - {37,339)
Government grants recognised (10,122,496) (8,881,872)
Interest received (889,816) (1.059,577)
Interest paid 62,457 -
(8,738,262) (7.972,865)
Changes in working capital (1,165,315) -
(Increase)/Decrease in debtors (582,407) 362,271
Decrease in creditors {582,908) (307,088)
Cash generated from operations (9,903,577) 7,917,682
Commitments
Capital commilments
Capital expendilure approved al the reporting date bul not yet
incurred was as follows:
Land and buildings 13,000,000 7,400,000
Workshop Machinery 250,000 -
13,250,000 7,400,000
Operaling lease commitments: photocopiers
The trust leases 7 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 31 May 2008,
31 July 2010 and 30 April 2011 respectively.
The future minimum lease payments under these non-
cancellable operating leases are as follows:
Mot later than 1 year 134,009 102,707
Later than 1 year but not later than 5 years 169,984 242,752
303,993 345,459
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notes to the financial statements

for the year ended 31 march 2008

13. Taxation
No income lax is provided due lo the fact that the Trust has an assessed loss,

14. Related parties

Relationships: Related party:
The trust and the company share the same key The Furniture Technology Centre
management. The trustees of the trust are also the Association Incorporaled under
direclors of the company. Section 21
Related party balances
Loan to related entity

The Furniture Technology Centre

Association Incorporated under Section 21 746,097 -
Related party transactions
Rent received from related entity

The Furniture Technology Centre

Association Incorporated under Section 21 180,000 -

Training services paid to related entity
The Furniture Technology Centre
Association Incorporated under Section 21 (2,766,943)

15. Risk management

Credit risk

Credit risk consists mainly of cash deposits, cash equivalents
and frade debtors. The trust only deposits cash with major banks
with high quality credit standing and limits exposure to any one

counter-party.

Trade receivables comprise a widespread customer base.
Management evaluated credit risk relating to customers on an
ongoing basis. Credil guaranlee insurance is purchased when

deemed appriopriate.

Financial assels exposed to credit risk at year end were as

follows:

Trade and other receivables 1,875,984 1,293,576
Loan to related entity 746,097 -
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notes to the financial statements
for the year ended 31 march 2008

Interest risk

All deposits attract interest at rates that vary with prime. The
trust policy is to manage interest rate risk so that fluctuations in
variable rates do not have a material impact on profit (loss).

At year end, financial instruments exposed to interest rate risk
were as follows.

Cash and cash equivalents
Interest bearing long term loan

Liquidity risk

The trust's risk to liquidity is a result of the funds available to
cover future commitments. The trust manages liquidity risk
through an ongoing review of fulure commitments and credil
facilities.

Cash flow forecasls are prepared and adequate ulilised
borrowing facilities are monitored.

16,319,658 13,715,218
E,auz.“? -
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detailed statement of financial performance
for the year ended 31 march 2008

Income
Government grants recognised 10,122,496 8,881,872
Interest received 889,816 1,059,577
Other 2,532,337 724 968
Training income - 2,805,988
Total income 13,544,650 13,472,405
Expenses 13,544,650 13,472,405
Accounting fees 113,817 133,119
Adverising 65,797 129,457
Annual report 84,268 69422
Audit Fees 88,290 38,954
- External audil fees 44,084 -
- Annual audit - Previous year: Under provision - 38,954
- Internal audil fees 44 206
Bad debls 180,445 75,779
Bank charges 25,505 30,054
Depreciation 2,211,594 2,005,923
Cash deficit 1,727 =
Cleaning expenses 159,688 113,275
Clothing expenses - 2,379
Computer expenses 63,795 83,367
Courier and postage 31,362 57,463
Course consumables 393,771 478,338
- Cabinet making - 39,934
- Upholstery - 82,576
- Wood finishing - 41,779
- Wood machining - 191,730
- Other 393,771 122,319
Domeslic consumables 22,269 43,911
Electricity, water and rates and laxes B56,388 627,104
General Expenses 40,577 79,659
Health and safety 9,416 -
Insurance 424,536 303,976
Interest paid 62,457 -
Legal fees 11,721 23,815
Loose lools 111,802 124 467
Marketing awards and exhibitions 330,073 -
Molor expenses 70,172 80,870
Office expenses 70,753 34,737
Printing and stationery 53,199 121,852
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detailed statement of financial performance
for the year ended 31 march 2008

Refreshments 30,141 56,774

Rent paid - Heyman's cottages 6,998 89,859

Renl paid - Office equipment 99,908 102,707

Repairs and maintenance 207,700 152,451

- Office equipment 2,357 2,333

- Machinery 59,315 58,253

- Vehicles 9,399 5,448

- Heyman's coltages 3,046 11,422

- Buildings 133,583 74,995

Salaries and wages 3,305,660 6,061,374

Securily 271,321 201,480
Staff bursaries 58,860 -

Staff recruitmant cost 36,769 28,242

Staff training 80,228 391,932

Subscriptions 53,621 39,426

Swedish company expenses 4,394 31,350

Telephone and fax 272,998 498,028
Training services 2,766,943 -

Travel and Accommaodation B65,679 1,160,761

- Slaff 672,695 271,138

- Truslees 129,191 140,025

- Mational initialives 63,793 749,597

FURNTECH ANMNUAL REPORT 2008 FINANGIALS 51



52

advanied Bl iechealngey

@) seda

members of the board of trustees

Chairperson
John Mortimer
University of Stellenbosch

Vice-Chairperson
Adv Sibongile Sigodi
Office of the President

Members of the Board of Trustees
Robin Clark
Touw Meubels, George

Nandipa Bam
Alired Nzo District Municipality

Dr Ernst van Biljon
RedPlane AG

Jacob Mabena
Chemical, Energy, Paper, Printing, Wood and
Allied Workers Union (CEPPAWL)

Simangaliso Mkhwanagzi
Forest Industries Education and Training Authority

Jayesh Ravjee
Seda Technology Programme

Roy Sewpersad
Global Timberlands

Lizette Schreiber
Bravo Group

FURNTEGCH ANNUAL REPORT 2008 | FINANCIALS



Furntech Centres
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8 Lowe Stolt Street Paarden Elland
PO Box 115, Paarden Elland, 7420
Tel: 021-510 0088
Fax: 021-510 0090
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The Furnitura Technalogy Centre Trust
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Contact Details
—— Telephane: (021) 510 0088
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Email: michaglr@furntech.org.za
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Physical Address (Mational Office)
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Paarden Eiland

Cape Town
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