60, HOUVIN LE-80.114dV | | LHOd3IYH TVANNY

Furntech

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

Trading Name
Furntech

Contact Person
Michael Reddy, Chief Executive Officer

Contact Details

Telephone: (021) 510 0088

Fax: (021) 511 1349

Email: michaelr@furntech.org.za

Physical Address (National Office)
8 Lowe Stoft Street

Paarden Eiland
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Postal Address
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FURNTECH CONTINUALLY ADAPTS TO ITS
COMPETITIVE ENVIRONMENT THROUGH
ADHERENCE TO POSITIVE, CORE IDEALS THAT
PROVIDE GUIDANCE DURING THE PROCESS
OF STRATEGIC DECISION-MAKING. THESE
IDEALS FORM OUR BUSINESS VISION AND ARE
EXPRESSED IN OUR MISSION STATEMENT:

VISION

To contribute to 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,
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.

TEAM CREDO

Each year the members of Team Furntech discuss
and re-commit themselves to the Team Credo.
We, Team Furntech, are committed to:

Striving for continuous improvement

100% commitment at all times

Motivating each other

Efficient service and professional relationships
Flexibility and versatility

Trust and respect for each other

Self development

Open and shared communication

. Exceeding expectations

0. Winning
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MESSAGE FROM THE CHAIRPERSON

OF THE BOARD OF TRUSTEES
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“Tough times behind us and tough times ahead - are
we ready?” was the question posed by Furntech’s CEO,
Michael Reddy, when he concluded the last Annual
Report. As | reflect on the past year it is clear that the
answer was a resounding, “yes we are”.

Fresh from launching the organisation’s largest centre
in Johannesburg, Furntech continued with the philosophy
that has been at its core since it was introduced by
our Swedish partners at inception in 2000: continuous
improvement. Reflecting on achievements, listening to
and learning from its clients, and developing capacity
within the organisation to meet the changing needs of its
existing and new stakeholders have been the main focus
areas of the year under review.

The setbacks experienced by the formal furniture
manufacturing industry have seen the closure of many
factories resulting in thousands of employees losing their
jobs. Furntech’s Centres are receiving calls from companies
with flexible production lines who are in a position to take
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advantage of the resultant business opportunities and who
need skilled and talented people. In addition, enquiries for
entry to our incubation programme have increased.

Clearly, skills development of the existing workforce
and prospective job seekers in the sector is needed for
companies to survive the changing economic climate.

Our award winning business incubation programme
is growing from strength to strength. It is proof that when
potential entrepreneurs who have identified a business
opportunity in the furniture and wood products industries
are provided with an enabling environment that includes
access to manufacturing equipment, technical mentors,
new skills, and business advice, then their chances of
survival increases dramatically.

Sadly, the official agreement with our Swedish
associates, the Tibro Training Centre (TTC), came to an
end in December, and on behalf of the Furntech Board and
members of Team Furntech | would like to thank everyone
at TTC for helping shape Furntech into the successful
business technology incubation and skills development
organisation it has become. We are looking forward to the
possibility of building on the experience and continuing the
relationship with a new emphasis in the future.

| would also, once again, like to thank all stakeholders
who have supported Furntech during the past year.
In particular | wish to thank Michael Reddy and the
members of Team Furntech for their commitment to the
industry and continued development of the organisation,
and the Department of Trade and Industry (dt) and the
Small Enterprise Development Agency’s Technology
Programme (stp) for their support.

%M@M/

John Mortimer
Chairperson: Board of Trustees

REPORT BY THE
CHIEF EXECUTIVE OFFICER

Rising interest rates and the subsequent global economic
crisis have had a negative impact on the economic
landscape within which we have had to operate. This has
created tremendous pressures on sustainability and has
led to a re-evaluation of conventional business practices.
The global economic meltdown, inflation targeting and
high interest rates have combined to negate the growth
of the past and this has resulted in an increase in bad
debts and liquidations in the SME sector. This has led to
significant job losses across all economic sectors.

One of the key outcomes of the current recession
is the realization that the free market theories of Milton
Friedman and the Chicago School of Economics are
simply not sustainable.

Our clients in the incubation programme have, to a
large degree, been spared from the woes created by
the economic meltdown. Turnovers have decreased as
disposable incomes have declined BUT our clients have
managed to weather the initial storm. This is largely due
to good planning and the fact that they are targeting and
operating in niche markets. This is in stark contrast to the
established furniture industry where orders have been
declining. The furniture retail sector has seen massive
declines with the JD group reporting a loss of R28-million.

On the positive side the incubation programme has
continued to grow and the accolades keep on rolling
in. Our success as a manufacturing incubator has
resulted in international recognition for Furntech. We
were invited to participate in an EU-sponsored furniture
sector development workshop that was held in Brussels
in January 2009. Furntech was the only non-European
participant in the workshop which considered business
and skills development in the sector. In addition we have
also been invited to participate in a training programme
conducted by the Centre for the Promotion of Imports
from developing countries. This programme is scheduled
for July 2009 and will be held in Rotterdam.

The skills development programme has seen a decline
in the number of learners on learnerships. However, the
number of learners participating in short courses has
increased. This is indicative of the trading conditions
that are being experienced. The positives are that
manufacturers recognize that they still need skilled staff
and are still willing to invest in skills development albeit
in a different model. Income from skills development has
increased by approximately 91%, while our operating
expenses has increased by less than 4%.
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Governance

Team Furntech and the Board acknowledge that it is their
responsibility to ensure that the principles set out in the
Code of Ethics and Code of Conduct are adhered to at
all times and have committed themselves to observing
the highest standards of integrity in all dealings with all
our stakeholders.

Human Resources

Furntech has made and will continue to make substantial
investments in skills development and education, as
this is the foundation of our business philosophy. Not
withstanding this investment the brain drain continues.
Interestingly, we lose talent to other sectors and not to
our competitors. We must, however, continue with this
investment in the hope that it will nurture further growth
and sustainability.
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REPORT BY THE
CHIEF EXECUTIVE OFFICER
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New Realities
The past 12 months have exposed us to the harsh realities
of the changing credit environment that have seen major
industry players experiencing difficulties. The JD Group re-
ported a loss of R28-million despite revenue growth of 2%.
Steinhoff International Holdings, Africa’s largest furniture
manufacturer, is reportedly cutting prices to compensate
for the recession in Europe.

Opportunities in Adversity

Behind every challenge lies a new opportunity. With
employment levels dropping across the furniture industry
it is interesting to note that our clients in the incubation
programme continue to grow. Admittedly, the rate of
growth has slowed but it is significant that niche product
manufacturers are able to survive.

Of greater significance is the announcement by,
Navifico, a Vietnamese furniture manufacturer that they
intend setting up a R100-million manufacturing plant in
KwaZulu-Natal. This announcement has posed a few
interesting questions about “conventional wisdom” relating
to furniture manufacturers from the East.
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Green innovation is a growing opportunity for the furniture-
manufacturing sector that has a duty to embrace
smarter and cleaner manufacturing technologies and
methodologies.

Sustainability

Sustainability has been an integral part of our business
planning since inception. This is underpinned by our
unique combination of business technology incubation
and skills development. This combination has allowed us
to exploit the synergies to our advantage resulting in the
most effective utilization of our resources.

Team Furntech

Team Furntech is our unique combination of Trustees
and employees. We have and will continue to harness
the unique talents that characterise each member of our
team in pursuit of our objectives. The unselfish support
of the Board of Trustees and unwavering commitment of
the staff are one of the pillars upon which Furntech is built
and long may it continue.

The Future

The economic climate is highly volatile and we except the
next 18 months to remain challenging, but we are quietly
confident that we will be able to weather the current
economic turmoil. Our business model that is based on
a combination of business technology incubation and
skills development has helped to put us in a position
where we would be able to take advantage of any and all
opportunities that may be presented.

-/

Michael Reddy
Chief Executive Officer
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INCUBATION & SKILLS
DEVELOPMENT
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BUSINESS TECHNOLOGY INCUBATION

Business Technology Incubation (BTI) is an internationally
recognised business support process that accelerates
the successful development of emerging and start-up
businesses by providing entrepreneurs with a range
of targeted services and resources. These services
are usually developed by incubator management and
offered both by the incubator and through its business
networks and contacts. Critical to the BTl model is the
provision of management guidance, technical assistance
and business and entrepreneurial support tailored to the
emerging and growing businesses.

BTl is also a tool for meeting a variety of economic
and socio-economic policy needs, which may include:
e Creating jobs and wealth
e Poverty alleviation
e Fostering a community's entrepreneurial climate
¢ Diversifying local economies
e Building or accelerating growth of local industry clusters
e Business creation and retention
e Encouraging women entrepreneurship
¢ Revitalising local communities and neighbourhoods

During the 2008/9 financial year Furntech continued

with the implementation of its business plan and with

its response to the furniture manufacturing industry and

government demands. We saw the economic turmoil

created by the meltdown of the world’s financial sector

and global recessionary conditions leading to closures

and restructuring of businesses. Even though the country

and worldwide economic conditions have been the worst

since Furntech’s inception, the organization managed to

sustain itself and continued to deliver on its mandate and

objectives which are to:

e facilitate the development and growth of incubatee
start ups and existing SMMEs

e operate and manage an effective and efficient
administration system for the incubatees

e facilitate the creation of wealth and jobs through the
incubation programme

e facilitate access to professional services including
business planning, funding and marketing

e provide technical skills development at a subsidised
rate to the incubatees

e directly assist emerging entrepreneurs during the
infancy stage of entering the small business world in
the furniture industry
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® equip emerging entrepreneurs with the necessary
technical skills and technology know-how to develop
viable products for commercialisation

e successfully train and develop selected individuals in
business and technical skills

e assist emerging entrepreneurs with the establishment
of businesses and marketing of products

e establish satellite centres that will enable Furntech to
extend the full range of services on a national basis

* be recognised as a world class Centre of Sectoral
and Occupational Excellence

e create awareness of new technologies through
technology demonstration

During the year under review, Furntech launched its sixth
Centre of Occupational and Incubation Excellence for the
furniture and wood product industries in Johannesburg
and progressed well with the establishment of its
seventh Furntech Centre in Mthatha in the Eastern Cape.
These expansions mean that Furntech is able to satisfy
and service more than 90% of the furniture and wood
products sector and is able to facilitate wood clustering
and sectoral developments in areas where there are no or
limited furniture manufacturing activities. Furntech is now
able to service the Western Cape, Eastern Cape, Kwa-
Zulu Natal, Mpumalanga, Gauteng and Limpopo.

The value adding and success of Furntech’s BTI
model lies in its flexible combination of skills training and

BUSINESS TECHNOLOGY INCUBATION
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business development processes, infrastructure, and
people. It is designed to nurture and protect new and
existing small businesses by assisting entrepreneurs with
all aspects of starting up and developing their companies
into sustainable businesses. The process promotes
entrepreneurship and encourages the formation and
development of viable, registered small and micro
businesses. It is particularly successful in assisting
emerging enterprises in the second economy to develop
into sustainable and employment creating participants in
the formal economy. A key contributor to the success of
the Furntech’s BTl model is the emphasis we place on
developing the technical and management skills of all the
businesses we work with. Our research and international
and local experience has confirmed that successful

(EUMECK

entrepreneurs benefit from a variety of skills development
initiatives during the various phases of their business
development process.

Furntech was honoured with the following accolades at the
dti Annual Technology Awards ceremony in October 2008:

e Winner: Most noticeable impact on local economy

* Runner-up: Runner-up for Incubator of the year
Runner-up: New Harvest Furniture received
Runner-up - Fastest Growing Incubatee award

One of the highlights of the year was the launch of Furntech
Johannesburg, which was attended by the honourable
Deputy Minister of Trade and Industry, Elizabeth Thabethe,
who was also the keynote speaker. The Deputy Minister
congratulated stp, the Furntech board of trustees and the
CEO of Furntech, Michael Reddy, on their achievements.
She also said: “....through these and other initiatives, we
believe that the small business sector in South Africa will
become a more significant player within the South African
economy. It is my hope that through the establishment
of Furntech in the Gauteng province, there will soon be a
noticeable difference in business and job creation in the
furniture and wood products sector”. “You are working
within the context of the dti’s small enterprise development
strategy to assist with the alleviation of poverty and to
create jobs. | request you to continue this good work and
to expand your activities in rural areas and your work with
businesses operating in the second economy,” said the
deputy minister.

With the bleak economic conditions, Furntech cannot
ignore the challenges for its Incubation Programme
which includes:

e How do we continue to maintain the SMME growth
and employment creation during these conditions?

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

* How do we sustain ourselves to ensure that we can
provide the assistance, support and infrastructure to
continue operating a viable programme?

FURNTECH ANNUAL REPORT 2009
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The businesses that participated in the incubation programme during the period under review:

NEWCRIRVEGEEN  Slumko Vumazonke NEMERIRVEIN AN  Patrick Kwani
[DIEYolgTelife iR M VS EEM  Built in Cupboards Description of business [EU/eJlolSEICle RV gaIcV(Y
Number of employees [l Number of employees [l
Cel
batee

Name of Member/s [ESRENPELE} Ntokozo Waise
IS NI A ITEREECM  Coffins; Benches; Chalk Boards; Altars e alan & vaiees Built in Cupboards; Bedroom Furniture; Altars; Doors
and Window frames
Number of employees €]
Number of employees

5]

Hennie Goddard

CRORAVENEZEN  Alvin Raghunan and Phiri Madondo
George
: - Durban

LRIl RO JIEGEESE  Boardroom tables; Chairs; wine boxes
Number of employees

STl RO A TELEEEE  Baby Cots; Compactums; Headboards; Beds
Number of employees [
-
f M Phillip Ngomane

New Harvest Furniture

2

MQ Thatch

e of Member/ Armstrong Ngquzana
P e | Name of Members | 9Ngg
" X N . L . . (o) Il Cape Town

Rl IR AV EEEM  Kitchen Units; dining room tables’ coffee tables; chairs

STl [y WO M IV EEEM  Built in Cupboards, Thatch umbrellas, Benches
Number of employees [&]
Number of employees

2
Name of Member; Ethney Hayfron
; . CROAVEIE/EN  Philisiwe Msomi
Manufacturing and repairing school furniture _

ST NI EVEREEEE  Household furniture

Number of employees ¥
Number of employees

el
=

Mwari Makura Trading

2

Name of Member/s [ENEICEAYY]
NEWCRIRVEGEAN  Hebert Madlala

PESIT RO A ENREESE  High quality Upholstered furniture DUGiBEm
Number of employees [ ESTTI I NI VEREESE  Chopping Boards; Ironing Boards; Frames
Number of employees [
Name of Member. Henry Chauke Maipi Trading
Johannesburg CRGRVENGETEN  Zamokuhle Keswa
PSR A MO Office Furniture Umzimkhulu
Number of employees [ DSl IR IS EEEM  Upholstered household furniture

Number of employees [
Naledi Yashechaba Cooperative
Name of Member; Vincent Lunda lthemba Carpenters
Uikl Name of Member. Lindelwa Mathangana

Description of business Office Furniture; Household Furniture; Doors and — : .
window frames DIETTg( il RO AV Household and school furniture
Number of employees [

Number of employees [l

8 FURNTECH ANNUAL REPORT 2009
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BUSINESS TECHNOLOGY INCUBATION

FURNTECH

Incubatee

Name of Member/s
Centre

Description of business

Number of employees

Incubatee
Name of Member/s
Centre

Description of business

Number of employees

o
=

Description of business

Number of employees

Incubatee

Name of Member/s
Centre

Description of business

Number of employees

Incubatee

Name of Member/s
Centre

Description of business

Number of employees

Incubatee

Name of Member/s
Centre

Description of business

Number of employees

Incubatee

Name of Member/s
Centre

of business

Number of employees

Incubatee

Name of Member/s
Centre

Description of business

Number of employees

o

@

(7]

o

=

S

=

o

=]
(@]
o
=]
]
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Native Home and Office Furniture
Thabo Ditinti

Johannesburg

Office furniture and school desks
2

Ulutsha Furniture
Sifiso Ngcobo
Umzimkhulu
Household Furniture
2

Dupper Meubels

Eduard Dupper

George

Corporate Wooden Gifts; Beds; Pedestals
1

Maza Furniture Designs

James Axon

Durban

Candle Boxes; Frames; Shop fittings
1

Sisonke Sibambene Carpenters
Mngobi Mkhize

Umzimkhulu

Household Furniture

1

Swanks Distributors
Solomon Shuping
Johannesburg
Coffin Manufacturer
1

Incweti Carpenters

Fundile Madlala
Umzimkhulu

Indoor and Outdoor furniture
4

Godzown Ubuntu Properties

Pethile Nkosi

Johannesburg

Interior designs and decorative furniture
1

BUSINESS TECHNOLOGY INCUBATION

atee
Incubatee
atee

Human Loom Enterprises
Monica Simelane
Johannesburg
Household furniture

2

Ndizenzele Ngokwani Woodmaster

Lemon Mela

Cape Town

Dinning room suites; Coffee tables; Lamp tables
1

3D Kitchens

Fabian Cowage

Johannesburg

Manufacturing kitchen units and shop fitting
1

JRB Designer Furniture

Jacques Barnard

George

Manufacturing solid wood furniture
2

Clive Interiors

Segran Subramoney

Durban

Manufacturing kitchen units and build in cupboards
1

Nyambose Art & Decor
Siyanda Mthethwa
Durban

Office furniture

2

Move Mountain Shop fitters
George Simbine

White River

Build in kitchen units

1

Daph Trading
Daphney Makhubela
White River

Office furniture

1

FURNTECH
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Incubatee

Name of Member/s
Centre

Description of business
Number of employees

Incubatee

Name of Member/s
Centre

Description of business
Number of employees

Incubatee

Name of Member/s
Centre

Description of business

Number of employees

Incubatee
Name of Member/s

Centre

Number of employees

Incubatee

Name of Member/s
Centre

Description of business

Number of employees

Incubatee

Name of Member/s
Centre

Description of business

Number of employees

Incubatee

Name of Member/s
Centre

Description of business
Number of employees

Name of Member/s
Centre
Description of business

Number of employees

o
D
o
[+]
=
T
5
=1
o
- &
o
g
S 5
=3 (o]
171
17
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Khayelihle Furniture’s
Cromwell Mofokeng
Umzimkhulu

School furniture

1

Lwazi’s Carpenters
Lwazi Dunjwa
Umzimkhulu

Build in cupboards
1

KMPG Manufacturers
Khanyisile Ggwarhu
Umzimkhulu

Coffins; Caskets

1

Tag Laser Design
Nabeel Appalsamy
Cape Town

Branding through laser machine; Cutting of vinyl
and leather

1

Kaise's Designs
Ernest Keteyi
Umzimkhulu

Household furniture I -~ i JFe vale adiing aod success o

1 . ' Ferviech’s 5] T wodel fres i iTs
Uncle Sam and Sons - ol 75/”,,4/, coéwé/'hdﬁoh of {él//{ 7}%/'&:/'&7
Oven Scheepers avrd Pusivess developtment processes,
Johannesburg . .

Office furniture and built in cupboards /hzg’ﬁ{ 7’7 057/(;/?, atd, /7/’!74/#.

6

Mmelani Business Enterprise
Miyalani Moagi

Johannesburg
Manufacturing of school furniture
1

Lum’s Handcraft Furniture
Irvin Malumane

White River

Tables; Chairs; Wardrobes
1
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Big Brothers Furniture’s Mahlambazi Enterprise

| Name of Members UGRREAIUEV Selina Mmbarbo
Umzimkhu [ conwe [LNEY

C
Washing Basll<ets e}nd Trays; Vegetable Racks; P
Coffee tables; Chairs Number of employees [
Number of employees [l
Ezimgewane Trading NENERI RV LA Stembiso Dlamini
me of Member. Joseph Simelane Durban
White River PEET I N IIERECEE  Office Furniture
IS R ATl Manufacture Wooden Doors and Windows Number of employees [Ri
Number of employees [l T.Kila Trading
e e = 8l S 2 Thapelo i

me of Member:

Number of employees [l
Description of business

Sliding doors; Pivot Doors; Garage Doors

Sandile Nkosi
ESO LRI IELES  Built in cupboards
Number of employees Jk3 Pine business Service

NEMERIRVETLIET/EN Sekwati Pilane
Injiya Interior Décor and Projects T
Name of Member/s [ENjtelag NEUI{I¥] Description of business [@iileCR{Vealiv(}
Description of business iture; i
p All Upholstered Furniture; Redecorating Soiente Gonstrueton
Number of employees |2 NETMERSRVET A Sonwabiso Ntsepo
Naolo Tading
e Banilee PESI QLRI RIELES Household furniture
\\ f I
o 1

Coffins Renovations etc Kunto’s Timber

1 Vumindaba Mahlaba
Siyakhulu Furniture’s EST QLRI RIELEE  School furniture
Sithembele Mbhele 1

e - o . [GIVIGEICEN  Menzi Furniture
PRI ol il iRV EEEM  Refurbishing school furniture
NEWNCRI RV ET/A  David Maepa
Number of employees [l o
White River
Umzimkhulu Carpenters PSR TSR  Manufacturing office and school furniture
\ELEXGRV AN Sinethemba Ngwenya Number of employees |G}

entre

entre
\(
ber/

| b:
LSl IR AV EEEM  \Washing Baskets, Trays and Vegetable Racks Name of Member/s RN aao Nl
Number of employees Durban

- EST il N ISl Manufacture Upholstered
Number of employees [id}
\EMERIRVEN AN Thamsanga Mhlana
STl NI A VEHEES  Built in cupboards ALLILLIELKE Oupa Mokwena

Johannesbirg
Number of employees [l .
DEST G R VRN EEEM  Arts and Craft designs and furniture

Number of employees [l
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Noe =2

miture technalogies

BUSINESS TECHNOLOGY INCUBATION (F‘”H

Extract from Furntech Annual Impact Survey - All Centres excluding Mthatha

Quantitative 08/09FY

# new SMMEs established 32
29
# new projects initiated
94
# Clients Supported
75
# SMMEs supported
859
% SMMEs that survived 1st year i
79%
% SMMEs that survived 2nd year °
. 9
No Of Graduations
94%
% black owned SMMEs established ?
76

4 4p7 mh?f’/ Z&« 7/5/ 72 7%€ g i | - # Jobs (Direct) created
7o Pervfech's IS tmode is The 2 # Jobs (ndirect) created 100
pphidsis to b developing Thoe. '

etapficst f/a/mo 04/4/777'4’ et

Techenzal aod tacnsgenen] Kl of el & Total SMME T/O at start of FY 2 787 596
oo busivesses toe toork orffer .
' Total SMME T/O at end of FY 3971188
“ =
— L y % growth in SMME income 5%
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SKILLS DEVELOPMENT

The Furniture Technology Centre, a Section 21 Company,
was formed last year and is the wholly owned subsidiary
of the Furniture Technology Centre Trust. The skills
development activities of the organisation fall under the
umbrella of this company and play a significant role in
ensuring that we meet our business objectives and
annual performance indicators within the context of the
NSDS, Jipsa and Asgisa.

The Furniture Technology Centre is accredited by:

e The Forest Industries Education and Training Authority
(FIETA), who also recognizes us as an Institute of
Sectoral and Occupational Excellence (ISOE)

e Tibro Training Centre in Sweden

e Department of Education as a Private Further
Education and Training (FET) Provider

e Department of Labour’s national and regional offices

The skills development services provided by the Furniture
Technology Centre are designed to meet the specific
needs of our clients who are situated in both urban
and rural areas. We provide training in NQF registered
qualifications, SETA registered skills programmes and
short courses at NQF Levels 1 - 4.
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The learning programmes include:

e Cabinet making

e Wood finishing

e Wood machining

e Upholstery

e Coffin making

e Kitchen units manufacturing and installation

e Built in cupboards manufacturing and installation
* Wooden windows, doors, balustrades and staircases
e Shop fitting and installation

® Programming and operating CNC machines

e AutoCAD

e Furniture design

e Coach learners

These learning programmes are supported by an array of
learning and assessment materials that are regularly reviewed
toensurethat they meetthe needs of our clients. These clients
range from our business incubation programme participants
and formal industry to special projects with needs that often
require us to customize our courses. An example of one
such project is the development of basic furniture making
skills of 10 disabled people in KwaNdebele.

The customization of our offerings is based on our
capacity to identify the present needs of our clients and
to make informed decisions about their future needs. This
is only possible because we build sound relationships
based on honesty, respect and continuous improvement,
with our clients.

The opening of the Johannesburg Centre at the start
of the financial year raises the bar for skills development
in the furniture industry. The two new CNC machines that
are in the centre makes the Furniture Technology Centre
the most advanced provider in Africa and is attracting the
attention of specialist shop fitting and joinery companies
who are operating in the global marketplace.

The Furniture Technology Centreis the ideal vehicle that
will assist the national government achieve its economic
development goals and the long term sustainability of the
country’s furniture and wood products industries.
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GENERAL

Health, safety and the environment

Our comprehensive safety, health and environmental
practices have been integrated into our risk management
and sustainability policies and procedures. We are
committed to running our operations in a responsible
manner to ensure the wellbeing of our stakeholders, all of
whom are deserving of a safe and healthy workplace.

Furntech undertakes, as far as reasonably practical,
to safeguard all persons on our premises against injury,
disease, unhealthy conditions and industrial accidents
that may arise from our activities, and to comply with the
Occupational Health and Safety Act, 85 of 1993 and its
associated Regulations as amended.

We have engaged the services of an independent
contractor to conduct annual SHE assessments on our
behalf. These assessments include a noise assessment
and occupational exposure sampling. In additional
a certified master electrician assesses our electrical
compliance on an annual basis.

Technology Demonstrations

Furntech, in association with international and local
partners offers its stakeholders a low risk opportunity for
the acquisition of new and/or advanced technology. The
objective is to offer our clients an opportunity to assess
whether or not the new and/or advanced technology can
provide significant enhancement in furniture manufacturing
and thus improve the competitiveness of their businesses.
This low risk approach has seen a number of businesses
making significant investments in productivity and quality
improving technology, and has had the added spin-offs in
skills development opportunities for Furntech.

Partnership with Tibro Training Centre (TTC)
The MoA with the Tibro Training Centre, supported by The
Swedish International Development Agency, (SIDA) expired
in December 2008. This partnership proved to be one of
the most successful SIDA interventions in South Africa.
We are in discussions with our Swedish counterparts
to extend the partnership but with a significantly different
focus. As a result of our partnership with TTC we have
established arelationship with the design incubator located
at Konstfack University College of Arts, Crafts and Design
in Stockholm. The plan is to link the incubatees from
Konstfack with our clients in the incubation programme.
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The objective is that our clients can firstly gain access to
European / Swedish designs and secondly gain access
to the potential export markets in Europe.

Partnership with University of British

Columbia (UBC)

The partnership with the University of British Columbia (UBC)
around the development of a Furniture Design Programme
is ongoing. We are planning to launch the furniture design
programme during the last quarter of 2009.

Financial and Risk Management

The investment in excellent human resources, quality
equipment, and formal safety, health and environment
audits to ensure legal compliance with legislation are
complemented by Furntech’s soundfinancialmanagement
system. During the period under review MeyerOtto was
Furntech’s internal auditor and Ngubane and Co was the
external auditor.

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

The Board of Trustees adheres to good corporate
governance based on the recommendations of the King
Report on Corporate Governance for South Africa, 2002
(King 1l). This process reinforces our relationship with our
stakeholders and ensures compliance with the PFMA.
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AND KEY PERFORMANCE INDICATORS
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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;

Equip emerging entrepreneurs with the necessary
technical skills and technology know-how, so as to
develop viable products for commercialisation;
Successfully train and develop selected individuals in
business and technical skills; and

Assist emerging entrepreneurs with the establishment
of businesses and marketing of products.
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These four objectives are incorporated in Furntech’s specific
objectives set out in the 2007/2008 Business Plan.

Furntech’s Board of Trustees and Management Teamensure
that the objectives are transformed into organisational
Strategies 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

Strategy

1. Accurately determine our operating costs

2. ldentify potential sources of funding other than stp

3. Develop and submit funding proposals to potential
funders

Key Performance Indicators

1. Operating costs have been accurately determined

2. A minimum of three funding proposals have been
submitted

Achievements

1. 5 funding proposals were submitted

2. Atotal of R2 085 800 was raised during the year
under review.

3. This is an ongoing objective

OBJECTIVE 2

Review Furntech’s capabilities within the context
of regional and Africa needs, and align them with
stakeholder requirements in the furniture and
wood products sector

Strategy

Determine regional needs

Recruit, appoint and develop appropriate staff
Implement operating procedures and policies
Market the facilities

Provide services as required

Develop and implement a quality management
system (QMS)

S e

Key Performance Indicators

1. There is a clear regional and national focus

2. All centres are staffed as per our needs and
employment equity (EE) Plan

3. The marketing plan is implemented

4. Clients receive the service they require

5. AQMS is implemented

Achievements

1. Aregional strategy has been developed and
implemented

2. All centres have the requisite manpower capacity to
meet current demands

3. Strategies have been implemented to accommodate
changing market needs

4. A QMS has been implemented. The system will be
upgraded to meet SABS ISO standards.

OBJECTIVE 3

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

Strategy

Implement an incubation assessment programme
Recruit potential incubatees

Develop the skills of the potential incubatees
Incubate the potential businesses

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

S o

Key Performance Indicators

1. The incubator policy is implemented

2. A post incubation policy is implemented

3. Anincubation assessment tool has been developed
and implemented

There is a waiting list of potential incubatees.

5. An exit strategy for each graduate is implemented

&

Achievements

1. Incubator occupancy was 83%.

2. A FIETA funded small business technical training,
mentoring and infrastructure programme was success-
fully completed with 21 businesses.

3. Six businesses completed a 15 week technical training
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and business skills programme supported by Sisonke
district Municipality and seda Kokstad.

The e-Thekweni Municipality’s small business support
programme was implemented.

The New Venture Creation learnership is being
registered.

The businesses in Umzimkhulu manufactured cor-
porate gifts for the Umzimkhulu Local Economic
Summit which was addressed by the KZN Minister of
Arts and Culture.

The businesses in White River participated in an
exhibition at the opening of the Mpumalanga Provincial
Parliament.

Two businesses were funded by Furntech and atten-
ded the Swedish Furniture Fair to meet Swedish
designers.

One business participated in an exhibition at the North-
gate shopping mall with the designer of the furniture.
Businesses in Umzimkhulu opened an exhibition and
display outlet at the Umzimkhulu Tourism Centre.

. Furntech facilitated a design workshop with Sweden

in Cape Town.

. One business in Johannesburg applied for SABS

approval.

A Municipal tender of R164 000 was completed by a
business in Cape Town.

Five businesses in Durban participated in Decorex
and three businesses participated in the dti Small
Business Summit in Pietermaritzburg.

One business in Durban participated in the Baba
Indaba Exhibition in Durban.

One business in Johannesburg tendered for a Depart-
ment of Education school desk project valued at over
R3-million.

Two businesses participated in the Eskom SMME
exhibition in Midrand.

One business in George tendered for a R600 000
contract at the NMMU Campus.

One business is completing three learnerships in New
Venture Creation.

Learners were selected from 110 applicants in Mthatha

for Mthatha participated in technical and skills develop-
ment programmes at the George and Durban centres.
One business in George paricipated in the Seda Small
Business Exhibition in October.
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OBJECTIVES

AND KEY PERFORMANCE INDICATORS

OBJECTIVE 4

Develop the skills levels of furniture and wood
products sector employees and new entrants

Strategy

1. Determine client-specific skills development needs.

2. Develop and register the appropriate learning
programmes with the relevant SETA.

3. Ensure that the learning programmes and their
associated materials can satisfy the identified needs.

4. Develop learning programmes, materials and
facilitator’s skills for the NQF level 4 qualification.

5. Develop a network of role players in each region
to assist with increasing the skills development of
unemployed people.

Key Performance Indicators

1. Establish and address the skills gaps and skills
development needs of the client base.

2. The Learning Programmes are developed and
registered with the relevant SETA.

3. Comprehensive learning materials are in place and
reviewed regularly.

4. Thefirst phase of developing the NQF Level 4 learning
programme and materials (CNC and AutoCAD) is
implemented by March 2009.

5. Increase training throughput of unemployed people
nationally.

Achievements

1. Each Furntech Centre identifies the needs and
expectations of its client base. This has been
particularly successful in the Western Cape where
Furntech was a key role player in the establishment of
the Western Cape Furniture Initiative which provides
a forum for industry players to discuss their skills
development needs.

2. Appropriate learning programmes are developed and
skills programmes are registered with the relevant
SETA.

3. Each Centre conducts a Client Satisfaction Survey
after the completion of each programme.
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4. The process of developing the NQF Level 4 learning
programmes and materials in CNC and AutoCAD
is progressing. Two technical facilitators attended a
programme in Advanced CNC Programming in Italy
in February 2009.

5. During the year Furntech trained 296 unemployed
learners and 60% of them were placed in formal
employment. Of the total trained, 29% are women
and 4% are disabled learners.

OBJECTIVE 5

Develop a pool of suitably qualified Furntech staff

Strategy

1. Recruit, select and appoint staff as per human
resource development plans.

2. Develop an employment equity plan.

Develop a personal development plan per individual.

4. Develop a skills development plan for Furntech.

14

Key Performance Indicators

1. The requisite number of staff is appointed.

2. An employment equity plan has been developed
for Furntech.

3. Self development plans are in place for each
individual.

4. A skills development plan is developed for Furntech.

Achievements

1. Furntech recruits staff based on our regional needs
and human resources development plan.

2. The TEE committee compiles the Annual Training
Report and reviews the plan annually

3. Self development plans are in place for all staff and it
is updated annually. Individual targets have been set
for all Facilitators to achieve a minimum of a second
trade by March 2010.

4. The TEE Committee develops Furntech’s Workplace
Skills Plan each year and submits it to FIETA together
with the Annual Training Implementation Report.

MATTERS RELATING TO THE MOA

AND THE PFMA

Concerns relating to the MOA

The Board of Trustees of Furntech found that there were
no concerns relating to the Furntech-stp Memorandum
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.

Necessity for continued assistance:

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

Furntech engages with stakeholders at local, regional
and national levels to ensure that we contribute to
existing businesses and create new businesses in our
target industries. The organisation is also a key provider
of national skills training and development interventions to
employers in the furniture and wood products industries.
The withdrawal of financial aid will seriously curtail all of
these interventions and will, in all likelihood; result in the
closure of the project.

sedam)

Jie o/;aw’;ﬁ?foh s afso 4 4:07 /a/o///'z/f’/
o waTronal skifls Parting aord 5/?0?/0/4/14?%7/_
wlervenfions s Ph/r/ﬂ/o7f/§ o The firvilere
otrd twood /9/94/(/57? /%5/&{7//_’/?{.

Compliance with S 38 (j) of the PFMA

Furntech complies with Section 38()) of the Public Finance
Management Act and has implemented effective, efficient,
and transparent financial management and internal
control systems. The internal audits are conducted by
Meyer Otto and the external audit by Ngubane and 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.
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STATEMENT OF TRUSTEES’ RESPONSIBILITY

FOR THE YEAR ENDED 31 MARCH 2009

Tha trustees are responsibls for the mantensnce of sdegimate sccounting reconds and the preparalion and
integrily of the fnancial stalements and nelaled information, The auditorns are responsible lor reporting on
Iha fair presentatson of the financial statements. Tha financiyl statements presented on papes 332 o 49
have been prepared in sccordance wilh South Alncan Slalements of Genetally Accepled Accounting
Practice and Seclion 38 of the Public Finance Managoemant Act No.1 of 1999

Their irustees ahe alao responsible lof the trest's systems of inlemal linancial conlrol, These ame designed
o provide reasonable, bul nol absolude, axswance as bo the neliabilily of the financial stalemenis, and io
adequalely safoguard, verify and mainiaén accountabilty of assels, and o pevenl and debect
masstalamen and loss. Nothing has come 1o the aflention of the tusteas 1o indicate that any material
breakdown in the funcloning of these controls, procedures and sysiems has occumed during The yoar
unier roview

The linancial slalements have been prepared on (he going concesn hasis, since the usioes have ovory
maason o believe thal the bus! has adequale resowrces in place 1o confinum in oporation Tor the
foresorable future

Tha annual linencial statements which appaas on pages 32 1o 49 were approved by (he tusioes and are
sgned accordingly

Truslon

1S 0b o0 3. 0. 1009
Dabe Date
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FOR THE YEAR ENDED 31 MARCH 2009

REPORT OF THE INDEPENDENT AUDITORS

FOR THE YEAR ENDED 31 MARCH 2009

~ NGUBANE
& CO.

= M St * Hamaiisnts * s g,

HGURANE & CO.
INCORPORATED

Reg. Mo, 20047001416/ 21
4* Floor, Catnla Bullding
Bedla Rosa Villnge, Durban
Posd

Tygervaliey
THI0

Suite 113, Private Bag X122
Tygervalioy
7534

Tel: <27 117914 4888

Fax: =37 21 914 4854

Difices alwa in Johannesburg,
Durban, Mafikeng, Tehwane &
Polokowiane

Report of the Independent Auditors

To the trustees of the Fumiture Technology Cantra Trusd

W have mudliled the aceompenyng srimesl inancial slalziments of the Furmnilue Technology Ceme
Frusd, which compiag the creclors eport, he balance shoal as & Margh 31, 2006, the income
stabement, (he stabement of changes in equily Bnd cash Bow slalement for the yaoe then ended, &
summany of significent accounting polickes and other explaratory nobes, as sel oul on pages 32 to 49

Trustees' Responsibility for the Financial Stalamanis

The lrusleas’ are responsible for the preparation and fair preseriation of these financial sialements in
accordance with basls of sccounting detemmined by Notional Treasury, a3 described in Node 1 of ihe
linsncal stalaments. Seclon3d () of the Pubbc Fnance Managemean Aol Mo, 1 ol 1980, This
responsibiity includes’ designing, implementing and maintaining inlemal condred relevant 1o the
proparation and fir presendation of firancial stalemenls thal me free fom malonal misstsdemant
whether due lo Faud or ern, seleding and applying appropiabs sccounling pobcies; pnd making
aptounbng eslimales that we masonablo in the crcumslanoes

Audiors” Responaibility

Our responsislily & o express an opoion on hese lnancial stalements based on our Buidil. Y
concduched our audit in accordance with Inbemational Standards on Auditing. Thosa slandards requine
thot we comply with ethical requirements Bnd plan and pedorm the awd@ to oblain resssnable
aAEsEance whethor i annusl Snancial statemenis ame fres from matenial miss:aismeni

Ary imedi nives perlorming procedires 10 oblin mail evidence sboul he amounds and discosarnss
it i anmal Bnancisl staloments. The procadures solecisd dopond on the suditors’ judgomaont,
nciuding the assessiment of the rsks of maledal missialement of the anmual firsancial slalements,
wihathar diss 1o fraud of sror, in msking thosa fsk assessments, the pudsor considars nbemal conbrmol
relevand fo tha enlily's proparation and fair presontation of the annunsl Bnancial staterments in order o
design oud® procedures (hal ae spprogeisles o rumakances, bid nod for ihe pumposs of
saing on opinion on the effectivoness of the enbly’s nfornad contral. An oudil also inclsdes
y ha approgminleness ol sccounting pelcles wsed and the easonableness of rocosning
w5 e by ihs direcione, as wel as avahstng the overall presemaben of (e snnus financal
miemaonts

g [Tl Eery v Clfies ), B0 Maomi, 58 Mpengoss. TH Mismazepli, P i, G Ciongs
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~+ NGUBANE
&CO.
= Ok et * fommaiiants * b ittt
We believe thal the audit ovidenco we have obfained s sufficien and appropriate o provides a bast
loe cur auds opinien
Basis of accounting
The éntity's policy = 1o papam financial stalements on tha basis of socounting delemined by the
Fational Treasury, 82 dedcribeéd in nole 1 o the linancial #aements
Opinlon
In our opinion, fhe annisal financial sialements presenl lawty, in B0 matenal mspects, the nancal
position of the Fumire Technoiogy Centre Trust as of March 31, 2008, and of s fnancial
performanca and ita cath fows for the year then ended in accordance with basi ol accouning
determined by the National Treasury, &8 descibed in Mobe 1 1o the Financial Stabements, and in the
mmanner requirtd by Seclion 38 of tha Publc Firance Manapament Act, 1908 (At Mo 1 of 1080
Supplomentary Information
W draw your altention to (he fact thal ibe supplementary informasion sef oul on pages 50 0 51 doas

ned Torm pan of the fnancial statements and B presenied as additional ndormation. W have not
madited this information and accondingly o not oxpross &n ogineon hereon

< (s

Hgupane & Co. Ine. CA [SA)
Registered Auditors

Capo Town
25 Juna 2009
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STATEMENT OF FINANCIAL POSITION STATEMENT OF FINANCIAL PERFORMANCE Sedom)

FOR THE YEAR ENDED 31 MARCH 2009 FOR THE YEAR ENDED 31 MARCH 2009

2009 2008 2009 2008
NOTES E R NOTES R R
ASSETS Revenue o -
Current assets Other income 1,308,804 2,632,337
Trade and other receivables 3 1,801,010 1,875,984 Operating costs (15,782,074) (13,482,193)
Loan to related entity 4 2,045,396 746,097 Operating deficit 2 (14,473,270) (10,949,856)
Cash and cash equivalents 5 13,487,449 16,319,658 Government grants recognised 13,418,033 10,122,496
17,333,855 18,941,739 Finance income 1,277,097 889,816
Finance costs (221,860) (62,457)
Non-current assets Net surplus/ (deficit) for the year - -
Property, plant and equipment 6 55,730,077 47,590,761
55,730,077 47,590,761
Total assets 73,063,932 66,532,499
LIABILITIES
Current liabilities
Trade and other payables 7 524,107 744,690
Current portion of interest bearing long term loan 8 508,308 678,402
Provisions 9 104,064 75,119
1,136,479 1,498,211
Non-current liabilities
Deferred income - Government grants 10 70,081,884 62,699,917
Interest bearing long term loan 8 1,035,142 1,523,945
71,117,026 64,223,862
Total liabilities 72,253,506 65,722,073
Net assets 810,426 810,426
NET ASSETS
Trust capital 11 810,426 810,426
810,426 810,426
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CASH FLOW STATEMENT SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
FOR THE YEAR ENDED 31 MARCH 2009 FOR THE YEAR ENDED 31 MARCH 2009

2009 2008 The principal accounting policies applied in the preparation of these financial statements are set out
NOTES R R below. These policies have been consistently applied to all the years presented, unless otherwise stated.
. - 1. Basis of preparation
Cash flows from operating activities
Cash rege|pts froml donors and customers Uiy 12,072,426 The financial statements have been prepared in accordance with the South African Statements of
Cash paid to suppliers and employees (13,024,015) (21,976,003) . ) ) ) ) )
. o Generally Accepted Accounting Practices (GAAP) including any interpretations of such Statements
Net cash flow from operating activities 12 (11,640,238) (9,903,577) ) . . . . )
. issued by the Accounting Practices Board, with the prescribed Standards of Generally Recognised
Interest received 1,277,097 889,816 . ) . X X )
; Accounting Practices (GRAP) issued by the Accounting Standards Board replacing the equivalent
Interest paid (221,860) (62,457) )
GAAP Statement as follows:
Net cash flow from operating activities (10,585,001) (9,076,218)
Statement of GAAP replaced by Standards of GRAP:
Cash flows from investing activities
Purchase of property, plant and equipment (11,123,577) (10,276,291) AC101 :Presentation of GRAP1: Presentation of financial statements
Proceeds on sale of property, plant and equipment 34,566 - financial statements
(Increase)/Decrease in loan to related entity (1,299,299) (746,097)
(12,388,310) (11,022,388) AC118: Cash flow GRAP2: Cash flow statements
statements
Cash flows from financing activities
Government grants received 20,800,000 20,500,000 AC108: Accounting policies, GRAP3: Accounting policies, changes in
(Decrease)/Increase in long term liabilities (658,897) 2,202,347 changes in accounting accounting estimates and errors.
estimates and errors
20,141,103 22,702,347
The recognition and measurement principles in the above GRAP and GAAP Statements do not
Net (decrease)/increase in cash and cash equivalents (2,832,209) 2,603,740 differ or result in material differences in items presented and disclosed in the financial statements.
Cash and cash equivalents at beginning of year 16,319,658 13,715,918 The implementation of GRAP 1, 2 and 3 has resulted in the following significant changes in the
Cash and cash equivalents at end of year 5 13,487,449 16,319,658 presentation of the financial statements:

a) Terminology differences:

Standard of GRAP Replaced Statement of GAAP
Statement of financial performance Income statement

Statement of financial position Balance sheet

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

Surplus/deficit for the period Profit/loss for the period
Accumulated surplus/deficit Retained earnings

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 separately on the statement of financial position.

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.
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d) Assets received by the Board 1.2 Impairment of non-financial assets
Paragraph 22 of GRAP 17 has been applied in dealing with assets received by the Board at no or Assets that are subject to amortisation are reviewed for impairment whenever events or changes in
nominal cost (donated or gifted) from private parties, as no similar guidance exists in the Statements circumstances indicate that the carrying amount may not be recoverable. An impairment loss is
of GAAP. Assets received at no or nominal cost are initially recognized at fair value. This initial recognised for the amount by which the asset's carrying amount exceeds its recoverable amount.
recognition at fair value does not constitute a revaluation. The fair value at initial recognition is The recoverable amount is the higher of an asset's fair value less costs to sell and value in use. For
regarded to be the cost price going forward. GRAP 17 has been issued, but is not yet effective. the purposes of assessing impairment, assets are grouped at the lowest levels for which there are
separately identifiable cash flows (cash-generating units).
e) Basis of preparation
The historical cost basis has been used in preparing the financial statements, except as 1.3 Cashand cash equivalents
indicated above. . )
For the purposes of the cash flow statement, cash and cash equivalents comprise cash on hand,
Assumptions have been used that affect reported assets, liabilities, revenues and expenses, as well deposits held at call with banks, net of bank overdrafts. In the statement of financial position, bank
contingent liabilities and assets. These estimates are based on management’s knowledge of current overdrafts are included in short-term borrowings.
events and actions. Actual results may differ.
1.4 Trade receivables
1.1 Property, plant and equipment X ) . ) )
Trade receivables are recognised initially at fair value and subsequently measured at amortised cost
All property, plant and equipment is initially recorded at cost. Cost includes all costs directly using the effective interest method, less provision for impairment. A provision for impairment of
attributable to bringing the assets to working condition for their intended use. Property, plant and trade receivables is established when there is objective evidence that the trust will not be able to
equipment is stated at historical cost less depreciation. 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
Subsequent costs are included in the asset’s carrying amount or recognised as a separate asset, as delinquency in payments are gonsidered indicators that the trqde receivable is impaired. The
appropriate, only when it is probable that future economic benefits associated with the item will flow amount of the provision is the d|ﬁerence between the asset's carrying amount and the present value
to the trust and the cost of the item can be measured reliably. All other repairs and maintenance are of estimated future cash flows, discounted at the effective interest rate.
charged to the statement of financial performance during the financial period in which they are
incurred. 1.5 Trade payables
Land is not depreciated. Depreciation for other property, plant and machinery is calculated on the Trade payables are carried at the fair value of the consideration to be paid in future for goods or
straight-line method to write off the cost of each asset, to their residual values over their estimated services that have been received or supplied and invoiced or formally agreed with the supplier.
useful life as follows:
1.6 Provisions
Buildings 50 years
Motor Vehicles 6 years Provisions are recognised when the trust has a present legal or constructive obligation as a result of
Computer Equipment 3 years past events, it is probable that an outflow of resources embodying economic benefits will be required
Office Equipment 5 years - . , I
) . to settle the obligation, and a reliable estimate of the amount of the obligation can be made.
Furniture and fittings 3 years
Machinery and equipment 10 years
Hand tools 1 year 1.7 Government grants
The assets’ residual values and useful lives are reviewed, and adjusted if appropriate, at each Grants from the government are recognised at their fair value where there is a reasonable
reporting date. assurance that the grant will be received and the trust will comply with all attached conditions.
An asset’s carrying amount is written down immediately to its recoverable amount if the asset’s Government grants relating to costs are deferred and recognised in the statement of financial
carrying amount is greater than its estimated recoverable amount. performance over the period necessary to match them with the net costs that they are intended to
compensate.
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 Government grants relating to the purchase of property, plant and equipment are included in non-
included in other reserves are transferred to accumulated surplus. current liabilities as deferred government grants and are credited to the statement of financial
performance on a straight line basis over the expected lives of the related assets.
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1.8 Operating leases 2009 2008

Leases in which a significant portion of the risks and rewards of ownership are retained by the lessor
are classified as operating leases. Payments made under operating leases are charged to the . .
statement of financial performance on a straight-line basis over the period of the lease. 2. Results from operating activities

The following items were taken into account in the calculation

1.9 Finance leases of the operating surplus/(deficit)

Finance leases are recognised as assets and liabilities in the statement of financial position at Profit on the disposal of property, plant & equipment 31,225 -
amounts equal to the fair value of the leased assets or, if lower, the present value of the minimum
lease payments. The corresponding liability to the lessor is included in the statement of financial Depreciation
position as a finance lease obligation. Buildings 744,758 558,790
Motor vehicles 516,139 220,634
The discount rate used in calculating the present value of the minimum lease payments is 11%. Office equipment 99,235 82,864
Computers 214,696 193,414
The lease payments are apportioned between the finance charge and reduction of the outstanding Machinery and equipment ;’ggg'gfg ;;‘:’?285
liability. The finance charge is allocated to each period during the lease term so as to produce a — —
constant periodic rate on the remaining balance of the liability. Audit Fees
Annual audit
1.10 Financial instruments - Current year 72,463 44,084
Other services - 44,206
Financial instruments carried on the statement of financial position include cash and bank balances, 72,463 88,290
investments, receivables, trade creditors and borrowings resulting from normal business activities.
The particular recognition methods adopted are disclosed in the individual policy statements Staff cost
associated with each item.
Salaries and wages 3,930,002 3,305,660
1.11 Revenue recognition 3. Trade and other receivables
Revenue comprises the fair value of the consideration received or receivable for course fees in the Trade receivables 1,155,720 1,370,866
ordinary course of the trust's activities. Revenue is shown, net of value-added tax and discounts. Less : Provision for bad debts (69,786) (35,200)
Revenue is recognised as follows: 1,085,934 1,335,666
Deposits 119,786 60,411
(@) Interest income Other receivables 138,280 63,873
Interest income is recognised as it accrues (taking into account the effective yield on the asset) Receiver of Revenue - VAT 457,010 416,034
unless collectability is in doubt. 1,801,010 1,875,984

(b) Donations received

Donations received are credited to the statement of financial performance when received. 4. Loanto related entity

Loan to: The Furniture Technology Centre Section

1.12 Training Services 21 Company 2,045,396 746,097

The basis for the calculation of the payment made to the Furniture Technology Centre (Association The loan has no fixed repayment terms and bears no interest.
Incorporated under Section 21) for training services delivered is as follows:
5. Cash and cash equivalents

(@) The net deficit made by The Furniture Technology Centre (Association Incorporated under

) . Nedbank call accounts 12,336,434 14,052,761

Section 21); plus , _ » Nedbank current account 813,548 2,115,409

(b) The average monthly operating expenses of The Furniture Technology Centre (Association Standard Bank cheque account 328,104 141,424
Incorporated under Section 21) for the past financial year. Petty cash 9,363 10,064
13,487,449 16,319,658
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6. Property, plant and equipment

6.1

6.2

6.3

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

Motor Vehicles
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
Office Equipment
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

FURNTECH ANNUAL REPORT 2009 FINANCIALS

2009 2008
R R
35,149,488 31,189,988
37,423,640 32,905,351
(2,274,152) (1,715,363)
8,254,983 4,518,290
(744,758) (558,790)
42,659,711 35,149,488
45,678,622 37,423,640
(3,018,911) (2,274,152)
2,698,958 690,690
3,024,996 796,094
(326,038) (105,404)
108,568 2,228,902
(516,139) (220,634)
2,291,388 2,698,958
3,133,564 | | 3,024,996 |
(842,176) (326,038)
158,557 194,122
572,016 524,717
(413,460) (330,595)
121,430 47,299
116 -
1,733 E
(1,617) -
(99,235) (82,864)
180,637 158,557
691,714 | | 572,016 |
(511,077) (413,460)

THE FURNITURE TECHNOLOGY

NOTES TO THE FINANCIAL STATEMENTS

FOR THE YEAR ENDED 31 MARCH 2009

6.4

6.5

6.6

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

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

Accumulated Depreciation

Net carrying value at the end of the year

CENTRE TRUST

2009 2008
R R
250,530 303,593
| 1,643,756 | | 1,503,405 |
(1,393,226) (1,199,812)
454,914 140,351
3,226 -
36,054 -
(32,828) -
(214,696) (193,414)
487,523 250,530
2,062,616 1,643,756
(1,575,093) (1,393,226)
9,333,184 7,147,626
| 13,957,229 | | 10,615,779 |
(4,624,045) (3,468,153)
2,183,683 3,341,450
(1,406,092) (1,155,892)
10,110,775 9,333,184
16,140,912 13,957,229
(6,030,137) (4,624,045)
44 44
| 69,077 | | 69,077 |
(69,033) (69,033)
44 44
| 69,077 | | 69,077 |
(69,033) (69,033)
55,730,077 47,590,761
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2009 2008 2009 2008
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6.7 Land and buildings comprise the following property: 6.7.2  Buildings erected on own property
6.7.1 Buildings erected on land owned by third parties 6.7.2.1 Cape Town
6.7.1.1 George Administration and workshop buildings
Administration and workshop buildings Initial cost of land and buildings as at 25 April 2003 2,500,000 2,500,000
Costs incurred: 2002 4,962,506 4,962,506 Costs incurred: 2004 2,787,193 2,787,193
Costs incurred: 2003 319,258 319,258 Costs incurred: 2005 753,649 753,649
Costs incurred: 2005 21,945 21,945 Costs incurred: 2006 367,633 367,633
Costs incurred: 2006 7,533 7,633 Costs incurred: 2007 18,757 18,757
Adjustments for VAT claimed (404,986) (404,986) Refund received on cost price (131,845) (131,845)
Transfer of improvement costs to Umzimkhulu (8,550) (8,550) Adjustments for VAT claimed (185,632) (185,632)
4,897,706 4,897,706 Costs incurred: 2009 5,053
6,114,808 6,109,755
6.7.1.2 Umzimkhulu
Erf 17599, Cape Town, registered in Cape Town
Cost in respect of buildings to be developed was acquired on 16 April 2003. The size of the
Costs incurred: 2004 18,130 18,130 property is 2,900 square meters.
Costs incurred: 2005 7,615 7,615
Costs incurred: 2006 163,220 163,220 6.7.2.2 Durban
Costs incurred: 2007 138,043 138,043
Costs incurred: 2008 9,888 9,888 Administration and workshop buildings
Adjustments for VAT claimed (5,123) (5,123)
331,773 331,773 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
No lease amounts are paid to any of the third parties. Costs incurred: 2005 353,138 353,138
Costs incurred: 2007 67,832 67,832
6.7.1.3 Mthatha Adjustments for VAT claimed (170,761) (170,761)
Costs incurred: 2009 16,700
Administration and workshop buildings in progress 7,329,659 7,312,959
Costs incurred: 2008 328,097 328,097 Erf 391, unit 126, Springfield, registered in
Costs incurred: 2009 7,991,747 - Pietermaritzburg, was acquired on 1July 2003
8,319,844 328,097 The size of the property is 4,026 square meters.
No lease amounts are paid to any of the third parties. 6.7.2.3 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 incurred: 2005 2,769,100 2,769,100
Costs incurred: 2006 4,745,543 4,745,543
Costs incurred: 2007 3,391 3,391
Adjustments for VAT claimed (61,638) (61,638)
7,506,628 7,506,628
Erf 1230, White River Ext7,registered in Pretoria,
was acquired on 2 May 2003. The size of the
property is 1,6263 hectares.
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2009 2008 2009 2008
R R R R
6.7.2.4 Gauteng 9. Provisions
Administration and workshop buildings in progress Annual leave:
At beginning of year 75,119 169,901

Costs incurred: 2007 6,756,420 6,756,420 Movement during the year 28,946 (94,782)
Costs incurred: 2008 4,180,305 4,180,305 At end of year 104,064 75,119
Costs incurred: 2009 241,481 -

11,178,206 10,936,725 10. Deferred income - Government grants
Erf 90, Lea Glen, registered in Johannesburg, was Government Grants deferred 70,081,884 62,699,917
acquired on 14 October 2006. The size of the 70,081,884 62,699,917

property is 8,010 square meters.
The breakdown of the total amount of deferred income related
to the different govermental organisations are as follows:

Total cost of land and buildings (Note 6.1) 45,678,622 37,423,642
Department of Trade and Industry 49,281,884 42,199,917
7. Trade and other payables Small Enterprise Development Agency 10,000,000 20,500,000
Small Enterprise Development Agency - Capital grant 10,800,000 -
Trade creditors 311,154 460,590 70,081,884 62,699,917
Deferred revenue - -
Accruals and other payables 212,953 284,100 The movement of the deferred income balance for the year
524,107 744,690 is as follows:
8. Interest bearing long term loan Opening balance 62,699,917 52,322,414
Grants received during the year 20,800,000 20,500,000
Nedbank finance lease agreements 1,543,450 2,202,347 83,499,917 72,822,414
Transfer to the statement of financial performance in respect of:
Minimum lease payments due Assets depreciated (2,980,919) (2,211,594)
- within one year 652,967 916,808 Operating expenses (10,437,114) (7,910,903)
- in second to fifth year inclusive 1,142,692 1,833,471 70,081,884 62,699,917
Less: future finance charges (252,209) (547,932)
Present value of minimum lease payments 1,543,450 2,202,347 11. Trust capital
Present value of minimum lease payments due Donation by founders of trust
- within one year 508,308 678,402 - Nelson Mandela Metropolitan University 200 200
- in second to fifth year inclusive 1,035,142 1,523,945 Accumulated surplus 810,226 810,226

1,543,450 2 202,347 Accumulated surplus at beginning of year 810,226 810,226
Surplus for the current year -

It is the trust policy to lease certain motor vehicles
under finance leases. 810,426 810,426

The average lease term is 4 years and the average
effective borrowing rate is 11%.

The trust's obligations under the finance leases are
secured by the lessor's charge over the leased
assets. The carry value of assets under finance
lease are R 1,766,895.
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12. Cash generated from operations

Reconciliation of surplus/(deficit) to cash generated from operations :
Profit per statement of financial performance

Adjustments for:
Depreciation
Profit on sale of property,plant & equipment
Government grants recognised
Interest received
Interest paid

Changes in working capital

(Increase)/Decrease in debtors
Increase/(Decrease) in creditors

Cash generated from operations

Commitments
Capital commitments

Capital expenditure approved at the reporting date but not yet
incurred was as follows:

Land and buildings
Workshop Machinery

Operating 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 2009, 31 July
2010 and 30 April 2011 respectively.

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

Not later than 1 year
Later than 1 year but not later than 5 years

2009 2008
R R

2,980,919 2,211,594

(31,225) -
(13,418,033) (10,122,496)
(1,277,097) (889,816)
221,860 62,457
(11,523,575) (8,738,262)
(116,663) (1,165,315)
74,974 | | (582,407)
(191,637) (582,908)
(11,640,238) 19,903,577)
2,500,000 13,000,000
= 250,000
2,500,000 13,250,000
103,787 134,009
53,229 169,984
157,016 303,993
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2009 2008

14. Contingencies

At the reporting date a contigent liability existed estimated
to be R 140,000 for building contract fees relating to the
Johannesburg Centre.

15. Taxation

No income tax is provided due to the fact that the Trust
has no taxable profits.

16. 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 Section 21 Company
directors of the company.

Related party balances

Loan to related entity

The Furniture Technology Centre 2,045,396 746,097
Association Incorporated under Section 21

Related party transactions

Rent received from related entity
The Furniture Technology Centre 465,660 180,000
Association Incorporated under Section 21

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

17. Risk management

Credit risk

Credit risk consists mainly of cash deposits, cash equivalents and
trade 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. Credit guarantee insurance is purchased when
deemed appriopriate.

Financial assets exposed to credit risk at year end were as follows:

Trade and other receivables 1,801,010 1,875,984
Loan to related entity 2,045,396 746,097
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Interest risk

Deposit and all attract interest at rate 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 surplus/(deficit).

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 future commitments and credit
facilities.

Cash flow forecasts are prepared and adequate, utilised
borrowing facilities are monitored.

Events after the statement of financial position date

A VAT refund claim was submitted after the reporting date
amounting to R 2,841,782 in relation to prior years inputs not
claimed. The claim was subsequently paid on 25 May 2009.

Accounting Policy Developments

Accounting policy developments include new standards issued,
amendments to standards, and interpretations issued on current
standards. These developments resulted in the first time
adoption of new standards, the restatement of prior year results
where applicable and revised and additional disclosure required.

Management has considered all accounting standards and
interpretations issued but not yet effective and has found none to
have a significant impact on the financial position and
performance of the Trust.
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13,487,449
1,543,450

2008

16,319,658
2,202,347
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2009

Standards in issue not yet adopted

At the date of authorization of these financial statements, the following
Standards were in issue but not yet effective:

GRAP 6

GRAP 7
GRAP 8
GRAP 9

GRAP 11
GRAP 12
GRAP 13
GRAP 16
GRAP 17
GRAP 18
GRAP 100

GRAP 101
GRAP 102
IFRS 8

IAS 23
(amended)
IAS 1
(amended)
Amendments
to IAS 32

IFRS 2
(amended)
IAS 27
(amended)
IFRS 3
(revised 2008)

Consolidation and Separate Financial Statements
(effectve 1 April 2009)

Investments in Associates (effective 1 April 2009)

Interest in Joint Ventures (effective 1 April 2009)

Revenue from Exchange Transactions

(effective 1 April 2009)

Construction Contracts (effective 1 April 2009)
Inventories (effective 1 April 2009)

Leases (effective 1 April 2009)

Investment property (effective 1 April 2009)

Property, Plant and Equipment (effective 1 April 2009)

Segment Reporting (effective 1 April 2009)

Non-current assets held for sale and

Discontinued Operations (effective 1 April 2009)

Agriculture (effective 1 April 2009)

Intangible Assets (effective 1 April 2009)

Operating Segments (effective 1 January 2009)

Borrowing Costs (effective 1 January 2009)

Presentation of Financial Statements (effective 1 January 2009)
Financial Instruments: Presentation and IAS 1 (amended)

Presentation of Financial Statements (effective 1 January 2009)
Share Based Payments - vesting conditions and

cancelations (effective 1 January 2009)

Consolidated and Seperated Financial

Statements (effective 1 July 2009)

Busines Combinations; IAS 27 (revised 2008):
Consolidated and Separate Financial
Statements; IAS 28 (revised 2008): Investment
in Associates; and IAS 31 (revised2008):
Interest in Joint Ventures (effective 1 July 2009)
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2009 2008 2009 2008
R R R R
Income Motor expenses 187,975 70,172
Government grants recognised 13,418,033 10,122,496 Office expenses 345,768 70,753
Interest received 1,277,097 889,816 Printing and stationery 114,899 53,199
Other 811,919 2,532,337 Refreshments 118,729 30,141
Rental income 465,660 - Rent paid - Heyman's cottages 82,151 6,998
Profit on sale of property, plant & equipment 31,225 - Rent paid - Office equipment 119,349 99,908
Total income 16,003,934 13,544,650 Repairs and maintenance 517,767 207,700
- Office equipment 1,925 2,357

Expenses 16,003,934 13,544,650 - Machinery 203,142 59,315
Accounting fees 79,818 113,817 - Vehicles 30,760 9,399
Advertising 127,628 65,797 - Heyman's cottages 6,634 3,046
Annual report 28,494 84,268 - Buildings 275,306 133,583
Audit Fees 72,463 88,290 Salaries and wages 3,930,002 3,305,660

- Annual audit - Current year 72,463 44,084 Security 370,768 271,321

- Other Services - 44,206 Staff bursaries 43,213 58,860
Bad debts 465,993 180,445 Staff recruitment cost 9,706 36,769
Bank charges 16,987 25,505 Staff training 205,436 80,228
Depreciation 2,980,919 2,211,594 Subscriptions 29,306 53,631
Cash deficit 1,080 1,727 Swedish company expenses 55,126 4,394
Cleaning expenses 177,611 159,688 Training services 1,010,079 2,766,943
Clothing expenses 71 _ Telephone and fax 393,723 272,998
Computer expenses 75,537 63,795 Travel and Accommodation 955,656 865,678
Courier and postage 66,242 31,362 - Staff 730,786 672,695
Course consumables 471,255 393,771 - Trustees 182,104 129,191

- Cabinet making 545 - - National initiatives 42,766 63,793

- Upholstery 3,636 -

- Wood finishing 19,323 -

- Wood machining 98,906 - - -

- Incubatees 157,470 -

- Mthatha Setup 168,361 -

- Other 23,014 393,771
Domestic consumables 46,605 22,269
Electricity, water and rates and taxes 919,408 856,388
Expenses Western Cape Furniture Initiative 829,538
General Expenses 165,012 40,577
Health and safety 22,550 9,416
Insurance 633,343 424,536
Interest paid 221,860 62,457
Legal fees 4,310 11,721
Loose tools 90,455 111,802
Marketing awards and exhibitions 17,103 330,073
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