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By TOM ‘KOOD

SMALL shareholders of
Ovenstone Group are wor-
ried at the prospect of their
shares_shrinking in net as-
set yalue fo 19¢ (120c five
years ago) if a deal to sell

non-fishing interests goes
through

Many of these nvestors hold
das many as; 200 000 and 500 000
shares out of the 70-million 1n
1ssue, with 45 percent held by
Premier Group and Ovenstone
interests

But the net worth will be
only 19¢ a share if the pro-
posed R35-million write off
and the sale of the property
and construction subsidiary
Ovdeco to the management 1s
approved  at ‘a2 special share-
holders’ meeting this month

Messages expressing con-
cern at the buyout proposals
were sent’this week by many
shareholders to Cape Town
business economist and de-
fender of minorty rights, Mr
Issy Goldberg

In an inferview today, he
sald the meeting of sharehold-
ers that must be convened by
the Ovenstone group early in
the new year to ratify the dis-
posal of the non-fishing inter-
ests to a consortium compris-
Ing 1n essence the former
management and directorate
of the group promised to be
contentious and elecirifying

Many shareholders of both
Ovenstone Investments {O1l)
and Ovenstone Group (Qv-
group) were seriously per-
turbed at the mterim report
published on December 19

“Apart from the sad trading
_results of the companies for

H'F-f-

ﬁ Jiolds
threaten revol

«+ the 51X months, extraordmary

x
O/

write-offs of some R30-million
came as a shock,” he said

“These losses and provisions
have apparently reduced the
net asset value to 16c and 19¢
respectively a share of 011 and
Ovgroup

“It 15 a far cry from the val-
ue that was reflected when
Premier bought over control
come time ago at more than
100c a share and the net asset
value six months ago was over
70c a share”

Total borrowings of the
group were disclosed at over
R100-million, an amount clear-
ly beyond the capacity of the
group to finance, said Mr
Goldberg

Obviously something had to
be done and the meeting of
shareholders would have to
decide whether the divestment
of the non-fishing 1nterests,
which would reduce borrow-
Ings by R38-million, was the
only actton to take

“The so-called mmorities in

O1il m fact constitute a major-
ity, with 55 percent of the
shares in the hands of thou-
sands of investors

“Theoretically 1f sharehold-
ers were less apathetic and
voted together, it would be
possible to reject this pro-
posed deal But that would be
a hollow victory Even after
the sale of the non-fishing -
terests to the consortium, the
overall debt of the group
would be about R70-maiilion
producing about R8-million to
R10-million mterest a year ”

This divestment of the the
non-fishing interests (property,
home-building and construc-
tion) for R23-million repre-

ﬂ.l.q_._..-.

as minoritie
er Ovenstone

sented an"éffective discount of
R14,3-million on net asset val-
ue and was a contributor to
the sorry state of the net asset
value following the implemen-
tation of such a deal, he
claimed

“The Chilean fishing venture
in which a vast amount of
work and capital has been
spent over the years has been
written down by way of provi-
sions and goodwill It will be
Interesting to note whether
this involvement 1n the Chil-
ean fishing industry will even-
tually produce a reasonable
return ”

Most South African fishing
groups 1nvolved 1n various
Chilean fishing enterprises had
alrady sold out thermr interests
at considerable losses and
were hcking their wounds, he
claimed

The proposed new board of
both Ovgroup and 01l was es-
sentially Premier Group noms-
nees under the chairmanship
of Mr Tony Bloom

“It 18 obvious that the new
philosophy of Premier will be,
after the proposed changes are
implemented, concentrated
only on the fishing and fishing-
related enterprises

“I have pointed out at
successive annual meetings
that the main skills of the
groups have historically been
In fishing and the divergence
into unrelated fields has ult-
mately been proved non-
productive ”

“The recent recession has
obviously made mroads into
profit projections of many of
the divergent fields into which
the group expanded

It had been announced that

A6
al

Mr Issy Goldberg: “‘Minor-
ities make a majority.”’

following the implementation
of the proposals, 011 would
make an offer to purchase the
shares 1n Ovgroup not already
held and Mr Goldberg be-
hieved these would be ex-
changed on a one-for-one
basis.

However, the capital base of
the company needed to be
broadened with most of the
debt converted 1nto equity

. But a rights 1ssue of shares

was not practical because
most shareholders would not
commilt new funds to the

company

The most pragmatic sugges-
tion would be for Premier to
take out all minority share-
holders on an exchange basis
of O1l shares for Premier
shares

“After all, Premier needs to
protect its own vast invest-
ment 1n the group, add Mr
Goldberg ”
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THE Inkatha-linked Unit orkers
Union of SA (Uwusa) has accused

management at Jabula Foods in

Springs of siding with the Food .

and Allied Workers’ Union (FFawu)
against it. This follows an alterca-
tion on Monday in which seven
Uwusa members were injured.

The Jabula plant has been the focus
of tension between the two unions
since & Fawu member employed
there was murdered Ilast year.
Workers accused five Uwusa
members of being responsible for
the killing, and the five were sus-
pended from duty.

An arbitrator appointed in line with
a Jabula/Uwusa arrangement or-
dered their reinstatement, and
they returned to work on Monday.

They and two other Uwusa mem-
bers were then injured in a fight.

Uwuosa general secretary Simon
Conco said yesterday the decision
to suspend the men “on hearsay
evidence from Fawu”, and man-
agement’s failure to afford them

protection on their return, showed
management’s bias.

The injured would return after they
had recovered from their injuries,
and Conco demanded protection
from management for them,

Faww’s Springs branch secretary

1

George Machacha said he under-
stood the row occurred when the .
five insulted Fawu members after '

they had asked them to Jeave,

Management was reluctant to com-
ment yesterday, saying the inci-
dent was being investigated,

[
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Retrenchmen
Labour Reporter o

- trenchments It 1s merely restating its |
ary 28 the date for retrenchment of Previous position and allowing the | |
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Mr Loock rejected a Fawu proposal
that new mediators from hoth ‘sides

k

“Mediation op retrenchments 15 not
contemplated at z]] by the retrench-
ment procedure agreed to with the
union and any request by the union
that the company subrmt to mediation
is m breach of the agreed procedure
and in the Company’s opinion entirely

. cab caused a four-day strike at therr

Lpping factory,

The extension was announced yes-
erday by the actin manager, Mr J
Loock. d 8 &eh be appointed.
The Food ang Allied Workers’
nion had called for the retrench-

ments to be Postponed unti] the end of
arch.

"Mr Loock said * he company has
at all times heep prepared to consylt
in terms of the agreed retrenchment
procedure and by agreemg to an ex. unreasonable,” he sa1d
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Strike pr ospects e}

PROSPECTS for an end to the Dairy Maid strj
remained bleak yesterday as managenrent re-
fused to negotiate the retrenchment of 150 ice-
cream vendors with the Food and Allied Work-
ers’ Union. Although the company agreed to
_extend the retrenchment date to the end of
March, they said the issue of retrenchments was

a “business decision”. | .’
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* {u4 - HUNDREDS of workers at Dairy
. .+ ~& Belle went on strike yesterday in
Soiesympathy with the six-day-old
¥ strike by workers at their sister-
%, company, Dairy Maid' Ice.Cream
* 3. Corporation. . Cor
¢;" The sympathy strike by more than
' 900 members of the Food and Allied
% Workers’ Union (Fawu) disrupted

&
F

-~ + 4 home milk deliveries in the Peninsu-

.{}.la, but Dairy Belle management said
t yesterdgy that no other operations
., w.were affected.

L ‘;f - According to the union, the strikers
. -.¥comprise more than 90% of the Dairy
. i Belle workforce, and workers report-
‘. .7ed that production, home deliveries

»+s1and the delivery of supplies to Dairy

¥
L # £ '3 I
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the strike and ICS workers in other
centres have pledged to support the
Dairy Maid workers. "
The regional manager of Dairy
Belle, Mr Martin Henning, said yester-
day that the striking workers would be"
allowed to come back to work today if
they gave assurances that they would
be “reliable and disciplined” and
would abide by the agreement be-
tween the company and the union.
But a Fawu spokesperson said Mr
Henning had “torn up the agreement”
at a meeting between union official
and management yesterday and said
ge did not want the workers back to-
ay.
Meanwhile Dairy Maid management
has asked the union to call off sympa-
thy action at other plants before re-

b -szMaid had been halted.
. - #%* Fawu members at Dairy Maid’s
. ‘- other main suppliers, including the
.. MTiger and Imperial Cold Storage
- @ groups, are also refusing to deliver

i goods to Dairy Maid in sympathy with

oy

=
i "lw.i-j E‘\y
' % +

suming talks over the retrenchment of
150 ice cream vendors.

Fawu said that it could not be ex-
pected to get Dairy Belle workers

back to work if management staged a
lock-out. |

_—'__—__"_——-——lh-_——————-u——__.________—__-‘




| Dairy, Maid’s regional gé‘neral man-

workvesterday when Dairy Maid man-
agement agreed to consult the Food
andrAllied Workers' Union (Fawu) on
‘the retrenchment of 150 ice-cream
. svendors, as 1t 1s reqmred to do 1n
terms of the company’s agreement
. w1th the union {
43 A Fawu spokesperson said 'vester-
‘de that the union had certain con-
' éréte proposals which could avold the;
need for,the retrenehrnents and 1t
wenld present these te management
\ Jeen , ft . .
Management also agreed, t0 post-
. pone the retrenchments to Mereh 31
*¢ *In, a telexed statemen’teyesf irdey,

o}

+ ager, Mr.Barnie Maree,jsaid ‘the'com-

sl *,pan}; ﬁfegreed to. the exte‘nsm‘_'n'?" iitely
" '‘astani‘endeavour to bring £0,.d ”‘end*’the
senseless 1ndustrial eetmn and resul-

tent loss of pey to those employees”

—_— - e — —_—




{ strikes

Labour Reporter

THE strikes at Dair id
Dairy Belle, two Imperial Coild
Storage companies at Epping,
have ended after a fresh round of
negotiations

' ICS executives from Pretoria
were mvolved 1n Friday’s negoti-
ations which ended the week-long

| strike at Dairy Maid and the

» strike at Dairy Belle which began

| on,Thursday

The strikes at the two plants
were sparked when Dairy Maid
last week gave retrenchment no-
tices to about 150 1ce-cream Vell-
dors and announced that four de-
pots would be Iclused from

January 31

Mr P J Maree, manager of
Dairy Maid, Western Cape, said
the company had agreed to the
request of the Food and Alhed
Workers' Union (Fawu) to extend
the date of retrenchmepts to
March 31 ;

L!'..'f

Ice-creaﬁ{@endors end

talks

rties would consult fur-
ther 1n terms of the retrenchment
procedure which 1s part of the
recognition agreement between
Dairy Maid and Fawu

“The company has agreed to
the extension purely as an endea-
vour to bring to an end the sense-
less industrial action and resul-
tant loss of pay to those
employees nvolved 1n it,” said
Mr Maree

“We trust that Fawu, given this
renewed opportunity to consult
the company 1n terms of the
agreed retrenchment procedure,
will do so 1n good faith and 1n the
3p1r1t and terms of the proce-

ure”

He denied union claims that
production at Dairy Maid had.
been seriously affected .

«Production during the strike
has been norma! and all deliver-
1es, with the excepiion of retail
vending, continued as normal
during this period ”
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| - By Frank Jea:n
. 'The Squire’s Loft restau-
rant group 15 moying into
_ the. Natal fast-food mar-
" ket thrﬂugh a reported
R3,6 m111mn takeover. of

~.an upmarket steakhouse -

chaln 1n the Durban area
Hnldlng cnmpany,
Squlres Foods has. -bought

the pin gruup frnm sres-.

taurateur Errol Kaplan
whose operation covers
" four” top outlets —*two 1n
Durban one at Umhlanga
Rocks and the other n
. Pinetown - ¢

Mr.Kaplan remains as

regional chief execitive
“The main object of
the.deal. 1s that,RJ will

expansion"in both the-:
Natal restaurant,and fast

food- bus1ness,~.. qsaysﬂ az
Squirés spokesmant: v

The, group sees, sub-
stantial growth._prospects
in the fast-food area m
‘Natal-and will be-aiming
at the.market” 1th 1ts:
Captain Dore 0 and

~ Longhurn brands o WA

i RIS bnttnm 'lme proﬂt- t

ability:1s sald"’tm vbeys simni-
lar to that of/othar ¢ Tmajor
cnmpetltors ﬂnr*the Tes-
taurant field .

The. takenver now
buosts Sqmresr“Luft out-

J-?*-vn
d

COUmMry's «i,

o

provide the ideal base for;i

let§ to-90 thrnughnut the_l
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|-Biane” s Buffalo in R20m(

: ‘ﬁfr”ﬂrﬁam%ﬁwmww?im& TN G At T FRTENTRSR | PUPPOSER) &7 S oI R R = T T | ]
- Salt and spices |
and ' packager ' ~ .

of its own ro-a ;n

e reverse takeover AW

quire contrul
Mt?imnal}lgat}fl  Investment C

mate ustrial ‘ Investment Cor-
poration (AIIC) in a reverse takeover BRIAN ZLOTNICK

deal worth almost R20m. AIIC by selling additional shares at
.+ AIIC, formerly the listed pyramid  52c each.

‘| of the deeply troubled Wiltred Robin AIIC shares are to be consolidated
group whose shares are currentlysus-  opn the basis of one new share for
Bended is to buy 100% of the eqbety of  every two held. After the acqusition
uffalokfg‘um the Krok twms of Buffalo, the net asset value of a
Solly.«" "+ ¢, , AJIC share is estimated at 76c.

. Accordmg to Hll Samuel mer- ]
chant bankers to the transaction, the cegs]t!utllll; ﬁ#‘g’uéﬂn tfl::;gcﬁaaslt Ee:‘;;_

urchase will be financed mainly
fhrnugh the issue of about 12,8-million ﬁﬁitﬁf ti7§farihsgrageec;3;l ttl;ee;ge_

new’ordinary shares and RS ,m in : : .
cash raised from a rights offor. ings of 16,5¢ on an annualised basis.

4 For the first stage of the deal, the ,, The, directors intend applying to

the JSE to have the listing trans-
oRf"l’ti;' samily has ;ﬂgﬁ,‘ t;ﬁfé{l Bl ferred from the industrial “holding
1,6-million shares in issue to the Sector to the food sector.

;#5.; #L‘L’Mr W"‘!I

tamee badly.,,t

_f}i ,qf"’

-ated 5= clalm

24" SUSAN ausseu.f‘"‘a‘ ﬂ"tw
“wnavii deseribin the hurren-

~<2 222:__= under which an emer-
detaian is allegedly being held
_tZto the Rand Supreme
yesterday R
-=235 Day Is furbidden under
_(4) (a) (11) of the emergency

L from dlsclosing these alle-;

were made in’su port of an
applicatiun by’ Harrisun Zali
* the Minister of Law and
. the officer commanding Kru-
P Prison and the Minister of
=, to have his son Edward’s de-
declared nulawful and aet

Mo r
. -ttﬂ-;.i. :EF }

has' also asked the cnurt to
the prison authorities to show
why they should not-be inter-
from assaulting or maltreating,

fiah e

OC- of Krugersdnrp Prison
an undertaking in which he de-
=“legations agﬂjnst rison offi-

‘said he regarded them in a 1 |2 Kroks for an effective 97c a share, The deal is conditional upon the
light and undertook to ensure Minorities are being offered 97c a  sale of AIIC’s shares in Premier In-
T would be no common law share for half of their holdings. dustries.

=32 of Zall's rights or (any
of prison regulations. “

The Robin family has undertaken Full details of the transaction are
to ensure that the Kroks get 50,1% of  expected shortly.

CU confldent it can meetR14

~<i Union (SACU) MD Dr Ali 5}- present tour ends next month.
said last night he was confident -

Bacher said he could not disclose the
would find the extra R10m to “We are not looking for any addi- "ot chate of union funds becanse

Y twnal support,” he said.
the Austrahan rebel cncket “J The cost of the two tours is now :ﬂigegui‘sﬁgitgg{mm member unions

1' three times as much ag SACU budgeted

i SACU had untﬂ September v for in 1982, when the cost was set at One of the sponsors, National Pana-
- its books and that it would = Rd4m. - . sonic, last night ruled out increasing

< from sponsorships, gate re- ;  Thelow rand, “inflation and litigation - its R2m commitment.

televlsion nghts and promo- +* with the Australian Cricket Union will The other s Ponsor, Yellow Pages,
[ ' have pushedup coststoRl4mwhenthe  was unavallab for comment,

T
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of an end in sight. The work

. : ers are
salary increase of 39%, according (:gn;an
man for the company. >
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gus, January 31 1987

'By TOM HOOD '
Business Editor

" +AN OVENSTONE will no long-

A

er be at the helm when share-
holders of the long-established
Cape fishing and industrial
group are called to a special
meeting on February 20.

The new chairman will be Mr
Tony Bloom, chief executive of
the Premier Group, the control-
ling shareholder, and he can ex-
pect to face a stormy meeting
before the shareholders are
asked to vote on a deal to sell
off Ovenstone’s non-fishing 1n-
terests to a consortium of for-

mer directors.
Mr Andrew Ovenstone re-

signed as chawrman last month
when heavy losses were report-
ed by Ovenstone Investments
(011) and Ovenstone Group
(Ovgroup).

A revolt 18 threatened by mi-

nority shareholders, who see,

the sale of the property and

construction subsidiary Ovdeco,

Holdings as a serious blow to
the net asset value of their
shares, which could be about

19¢ (they were worth 120c five.

years ago).

Ovensto
‘says ‘new

And Mr Bloom could be con-
fronted with appeals to buy out

the hundreds of minority share-

holders — at around 100c a
share, they hope, the price they
say Premier paid for its con-
trolling stake.

But Mr Bloom confirmed to-
day that the only matter on the
agenda will be the directors’
recommendation to approve the

Ovdeco sale, the proceeds from
which will reduce Oil's

ings by R38-mullion,

“Some people’s dreams are
going to be shattered if they

imagine they will be offered
70c or 90c a share,” he said.

“After all, I have the inter-
ests of Premier’s shareholders
to consider.”

After a boardroom shake-up
last month, five Premier direc-
tors rEplaced five former Oven-
stone directors,

Mr Bloom disclosed today
two of the new directors were
overseas, looking after the
group’s offshore fishing inter-
ests and two other directors.
were at the Cape Town head
office.

mess,
hairman_

borrow-

.- BUSI

“We moved 1n only in Decem-
ber,” he added “You can write
off most of that month for hoh-
days so that effectively we
have been there only this
month

“Prom this short time it 1s
clear the business 1s in a mess
and we could be looking at a
couple of years before things
are straightened out”

Minority shareholders have
said they were shocked by the
extent of the group’s borrow-
mgs, disclosed last month when
borrowings were consolidated
for the first fime 1n the interim
report

Total borrowings, including
off-shore habilities, were re-
ported at more than R100-mil-
lion — beggnd the group’s ca-
pacity to finance

These would be reduced by
R38-million from the proposed

Ovdeco sell-off.
But even if the sell-off 1s ap-

proved, some shareholders are
worried that the group will still
be lumbered with R70-million
of debt which would comsume
at least R10-million a year
interest.

}
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-~ LIZ ROUSE \

IRVIN & JOHNSON (I1&J), the
Anglovaal Group company known
mainly for its frozen foods, has
achieved a 38% rise 1n interim earn-

ings and thie outlook is bright.

Attributable profits for the six
months to December 1986 rose to
R10,3m from the previous compar-
able half-year’s R7,56m

This was equal to earnings of
36,8¢c a share {26,7¢c).

The board is confident last year’s
attributable profit of R20,2m (earn-
mgs of 72,1c a share} will be sur-
passed this year

I1&J will, therefore, keep 1its
growth record mtact and sharehold-
ers can expect an increase on last
year’s dividend of 26¢

The board says the mierim-earn-

ings 1ncrease conforms with 1 & J’s
sustained growth record over the

\past 10 years.

There has been an improvement

]

BUSINESS DAY, Tuesday, February 10 1987

[ & J is cooking up
increased dividend

in the economic environment, as
well as 1n consumer and business
confidence 1n recent months and the
directors expect this posifive trend
will continue 1n the current year,

The good summer rainfall has en-
hanced prospects for agricultural
products, which further supports
the positive outlook for 1987,

1&Js turnover rose 21% fto
R349,1m (R289,2m)

Pre-tax profit was 40% higher at
Ri84m (R13,1m)

The tax charge was 40% higher at
R8m (R5,7m).

This left the after-tax figure at
R10,5m (R7,4m)

I & Y's share of associated com-
panies’ earnings decreased to

R15 000 (R20 000)

At the same time minority inter-
ests absorbed R176 000 (nl)

The food group’s capital expendi-
ture declined sharply

It therefore attracted higher tax

Capex at the end of December
totalled R6m (R19,8m), and at the
end of the year 1t had commitments
for a further R4,6m (R19,5m).

Finance lease commiiments
amounted to R978000 (R816 000)
and contingent lahlities totalled
R13m (Rl,4m).

[ & J shares firmed 25¢ to 850c
yesterday. '

This means the price is nearing
the year’s high of 890c, which was
achieved in March 1986

________———_———'—'——-_———-——
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itted that af] Carvel directors bhad

resigned and all Company-owned
outlets had been closed.

Carve] ajgq has franchiged outlets
in the country

A Company direetor:, Gillian
Gamsy, gajd in an affidavit the com-

Pany had peep granted a defay)¢
judgment for the mopey,

writ of €xecution wag issued but
the deputy sheriff had beep unable to
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Labour Reporter,

i} THE strike by about 2 500
workers of the Beacon
Sweety factory m Moben
'[Zentered its third day yester-
day with no indication’of an
*"El'rld 1n,sight. o
wMreMike Masondo, a
spokesman for the Sweet,
Food*and Allied Workers’
't Union, said the workers
'| downed tools on Friday
| afternoon following the dis- [
missal of a shop steward
ji and, the suspension-of
| HIIUthEI'*L ; Lo
.| ~The umon’s position was
| tHat the shop'stewards must
7 {;be’reinstated immediately
+ [randsany 1nquiries of-al-
r | leged’ misconduct can?be
“|'heard later, but the com-
—',‘pa,qir’s‘pu51tgu‘}n was that
'| they. will only, pursue'the
{ matter 1f the ‘Situation Te-
\|' turns to normal,’ He added
0 A - e
Unfair 9
Mr Arnold Zulman, man-
‘aging director of Beacon
2| Sweets, denied the union’s
' I allegations that the.dis-
. | missal was unfair-He,séd
%2 | the disciplinary action| -
agamst the two shop; ste-
wards was taken after hold-
‘INg an mnguiry
~~‘The chairman of:the |
'shop stewards’ committee |
and secretary were present
at"the mquiry but ‘neither
had appealed against the
decision One shop steward
| was dismissed following
‘the hearing, and the other
was suspended pending an
.anquiry but because of the
_strike we were unable-to
.| proceed with thenh‘em;mg,’

[

i hE Eﬂld. by
il Allegations of unfair
n labour practice levelled
E against the company were
-absolutely false, he said
‘The average earnings
level of the lowest calegory
'of workers 15 at the moment
R697 a month to which the
company Ineurs a cost of an
additional R150 a month for
other benefits for each
worker’ .
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5[ wife'is no longer relevant.”
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; %\o WILLY STERN Y)\O@

ADD ogether

f
g
+ | working women, a
g | slowing economy
and rising dispos-
w | able incomes
y | among blacks —
s | the result is a
r | boom in fast-foods.
I Fedhasa figures
: | show industry-
- | wide turnover of
i

R700m last year —
- | up 20% over inflation on 1985.
¥ Fedhasa operations director ¥red

.. | Thermann says people are eating out
n | just as often but are moving from up-
{" | market restaurants to fast-food outlets.
K- “We can’t open enough,” says Squires
i- | Food chairman Costa Tomazos, opera-
?- tor of Rakes, Squires and Captain Dor-
ego.

g The industry has gained from two new
of | markets — blacks and the families of
; '| working women.

- | . At Spur Steak Ranches, turnover
- | jumped 40% last year OVer 1985. MD
[ .| ‘Allen Amber says family lifest les have |
¢ | altered over many years: “The radition-
at ¥|%.ak family sitting ata table with’the radio
o' | “off eating a fine meal prepared by, the
of Wimpy Restaurants MD Vince Hays
n | says:youth,: unemcumbered by mort-
je | gages: and ‘other responsibilites, "has
.- | played a role in the boom. " -
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Anglovaal Grou
mainly for its fro
38% over
1985 and t
Ings for t
72,1c a s

During the s
1&J's att

cember 31,

ings rose to
alent to 36 8c
Increase
Consolidated turnover n
SIX months was 219
(R239,2m), while the
40% higher at R18

,qm) and left th
figure at R10,5m (R7,4-million)

are of associated com-
1ngs decreased to R15 000
i ty interests ab-
leaving

, I &J's sh
‘Panies’ earn
"(R20000) wh
sorbed R176 000 (n1l)
Eroup earnings of R10,3m (R7
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n and Johnson — the
P company known
zen foods — rose by
the comparative pPerio
he board expects that
he full vear will excee
hare earned last year,

IX months ended De-
ributable earn-
R10,3m (R7,5m),

(26,7¢) a share -—

d of
earn-
d the

equiv- p
a 38%

the first
higher at R349,1m

pre-tax profit was
4m (R13,1m) The 1
higher at
e after-

ile minori
, thus

the results, the

board states that the Increase’ con-
forms with I & J's sustained growth
record over the past ten years
There has been an Improvement 1n
the economc €nvironment, as well as
In consumer and business confidence
1n recent months and the directors
€xpect that this positive trend will
continue 1n the current year

The good summer rainfall has en-
anced the prospects for agricultural
products and this supports further the
positive outlook for 1987

In the light of this, I & J expects that
1ts full year’s €arnings will he better
than those for the year-ended'June 30
ast when attributable taxed profit
rose to R20,2m and the company de-
clared a 26¢ (25¢) dividend

During the half year, the company’s
Capex totalled R6,0m (R19,8m) and on
December 31 1t had cqmmﬂm&pts"fpr a
further R4,6m (R19,5m) Finange lease
commitments totalled- RQTB,{}OO
(R816 000), while contingent Ilabﬂl}ues

[

totalled R1,3m (R1,4m) & Sapa
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Beacon factor} ﬁ%
at Bea

The strike by 2 500 wurker
'con Sweets factory in Mobeni, Durban,

nters f 1&&?1
instated and uiries of:

ay;.,

l%eged

1sconduct heard later. Beacon said 1t

senters 1ts fifth day today fulluwmg al would “pursue the matter:1f the situa- |
‘demmand by workers that .two shop n returns to normal” 3083
stewards be reinstated S‘fcxv The managing director,, Mr Arnold
One was dismissed and the other h ulman, denied the union’ss.allegation
been suspended, a state m t hat the dismissal was unfair-.Disel-
|
factory said yesterday Fsk plinary action had been taken against
The union demands th ards be both men after an inquiry, he said ¢
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bweans hit
shortage of foodstu

Dispatch Correspondent
HARARE — Zimbab-
weans are having a fore-
taste of economic hard-
| ships to come in a
current wave of short-
ages.

Vanished items in-
clude potato Crisps,
toothpaste, - shaving

cream, cooking oil, rice,
detergent, pork sausages
and other staples.
Supermarkets fear
that as a result of a 40
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The source of the

problems is a sudden
worsening of Zim-

babwe’s foreign cur-
rency situation which
has hit imports of indus-
trial raw materials and
consumer items.

Resulting constraints
on manufacturing out-
put may result in staff
retrenchments and a
drop in the gross nat-
ional product of up to
three per cent in the

e

This raised hopes that
foreign currency alloca-
tions to businessmen
would remain substan-

tially the same as in
1986.

The announcement
early this month of 40
per cent cutbacks in al-
locations was therefore

greeted witb amazement
and the cry: “Why?”

Mr Mugabe is not say-

_ ing but businessmen ”,
per cent cutback in for- year ahead. - fear the foreign ex- v
eign exchange alloca- The Prime Minister, change cost of deploying £
tions to distillers and Mr Robert Mugabe, told up to 8000 men in Mo- f’w
wineries,” brandy, g1, Zimbabweans in an-opti- zambique is now having ol
and locally made wine mistjc newyear message  a serious effect on Zim. 3
may be the next victims. that the "country was babwe’s balance of pay- ¥ ;’L-'
Insufficient + brandy headed for a promising ments. kot
and essence is available R317 million current ac: L
for blending with local count surplus in 1987 — It is believed to cost 2.7
spirits and not enough the first since indepen- more than R1 million a e
corkis being imported.  dence in 1980. day. 1
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dpartheid He deplores the System, but . be
| Says that while SA undoubtedly has ge-

vere racial problems tq overcome, ig For S
must be allowed to solve them withoy

plorted, Federated Hotel, Liquor and Ca-
tering Association (Fedhasa) o
ey €Xxecutive president Freg erm
said, p
¥ “Only a small percentage of total
4 tail sales m SA are through franchis
Compared with 35% 1n the US, which

' sald to be g roughly comparable mar-
| ket,” he said

W IS among

2

s franchisers in SA.

~# _"SA franchises can expect a returnpl ing the i

Y 357 a year and a break-evep point with
i 2.9 in seven months,” ke said. Y i

succeed, comp

“The big gro

e 1ssue by or
franchising trends
on Monday, Febru

blac

jﬁ th their greater disp
y d among specialit
's . Weight-watchers and

- d systems can be fatal t
A with 1 379 franchises of a]j kinds ang 7 husmysss "
Thermann said Fed

ared with the 859
Ures among untried businesses ]

anagement skills and proven s
wth area in the

D the eyes of many expatriates at |
' 'l - i Not that Bjelke-Petersen €spouses  least, Bjelke-Petersep
i

'S march to Cap-
to test Labour at
come quickly enough
AA, it may just come in the nick of

of fail-
acking
ystems

market
k clientele generally,

osable incomes,

groups such gas
itness enthusiasts,

1s that a popular
ecome a spent fad
morrow, while too rapid expansion
management skills
0 a franchise

hasa was address-
8anismg a seminar on
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By Ruth_Golemio Chatn et AWl 1
{3 % 1 Preyies

aimed abthe, blnc'r. cofisurner,
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by outletinthe
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guisitions ﬁat'mﬂsﬁal- “ 9{ )
bear f I‘Illt.‘# *1 ,;m'
Ini'thessix miantHo ™ to* 3y
vember 1986, Nirdylucy Ilft-*
ed taxed 'income by 35% to
R264 000 and Increased earn-

mgs*a share by 40% frum 2¢
} tD 23 3}; ‘.':] ' *L‘l

vl

f Managmg dlrectar‘“Geuf-
frey . Tupul says 'the “Milky.
Lane ranchlse taken. over

August, has’ made a sig-

m mant cuntrxhutmn \gn pro-
ﬂts

Smce**fihe 10 Milky Lane
stures eﬁ_x;g;taken over, four
outlets haye een operied and
hree more* are .1n the pipe-
' line, mcludmg one on the re-
'vamped Durb kan beachfront
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THE .FUTURE of the Ovenstone
group hinges on whether the Pre-
mier group can prevent foreign
creditors calling in a R60m debt in-
curred by its Chilean fishing oper-
ations.

Premter’s financial director Gordon
Utian said yesterday that Premier had
interposed 1itself between the foreign
banks, mainly in Chile g_nd the UK, and

. Ovenstone

Utian said that for all intents and pur-
pn*ges “Premier 18 guaranteeing that.:
debt”. ) ’

This was despite the fact that Premier * f
'~ had no moral or legal obligation to do so,

. '
.+ GERALD PROSALENDIS . g
Economics Editar '

to be paid from SA in financia] rands,
which would have the effect of doubling
the remaining debt in rand terms

Meanwhile, Premier has remained g
tight-lipped about its plans for Oven- !
stone in which it holds a 43% share.

Utian said. “We have to consider care-
fully all the options O}i»en to us, However,
it igtuighkely we will leave the company
as it is,”

Besides wauun%gwa from the prob-
lem, at a cost of about R16m to Premier
rom its investment in Ovenstone, Pre-

mier has few other options, This course '

“but it has our han writing on it. Some of ' of action is unlikely because of the poten.'
v.these banks are not very sympathetic”,

Utian said if the loans were called up,

f_ff Ovenstone’s assets in Chile — including

-

I

vessels, butlldings and plant — could be “ra"s
11q£udated to cover a major portion of the
de

t. The balance, however, would have

tial damage to Premier's standing, " -
" The first, and least pamnful option
v E.*g"ll’ld bg; H.Em_mimgp%d restore the .

,;,.é—w """" #1 » 1
oo ' ®To P-gl 2 © Hf.ltﬂigga?iﬁ

e ahg]
Ovenstone debifis BRl?)«\l m

Chilean enterprise to rofitability to en
able it to service the Flﬁﬂm foreign por
tion of Ovenstone’s debt.

Utian said- “We hope to earn our way
out of the problems E Chile. The com-
pany has a fine facility, competent man-
agement, but is sitting on a mountain of

e

“With the acquisition of Southern Seas
Fishing Enterprises comes further good
local management and an excellent fac-
tory in Saldanha Ray. This, together with
the existing SA and SWA fishing oper-
ations, should substantially improve the
group’s prospects ” r

A rights issue would seem out of the

?uestjnn given that Premier would be
orced to underwrite the 1ssye — there
would be no other takers — and it would
then be left holding the baby. This would
mean Premier ending up with an even
bigger holding in Ovenstone, diluting its
capital with non-earning assets,

Another option would be for Premier
to take out the minority shareholders

%

ol

% <: ® From Page 1 :

|
ither by means of a cash underpin or~by
Swopping Ovenstone shares for Premier
shares. This, however, would be a quixot-
ic gesture, 1

b

It 15 estimated that Ovenstone shares

will hive a 6¢ to 7c net asset value at the

end of March, This compares with a net
worth of 69,8¢ a share a vear ago. |

At a shareholders’ meeting Jast Friday

ture of the Chilean company and the
extent of its debt exposure,
Ovenstone’s total debt now stands at
about R101m after Friday’s meeting‘at
which disgruntled minority shareholders
ratified a scheme wherehy Ovdeto,
Ovenstone’s roperty interests, was sold
(£for R23m to Ovbel, a new company head-
by the former chairman Andrew
Ovenstone, at a price 17% below gross
book value 1
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for Cadbury
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LLONDON — The 1987 gold market | helped Cadbury Schweppes hift taxed
will be more mdecisive than last | frnﬂt 799 from R5,5m to R9,9m for \ ‘
year. p . rally in bond prices. \ he year ending January 3, 1987.
But the gold price should average : "O A% world bond markets are bigger The final dividend of 60c (49¢c)

$425, metal brokers Shearson Lehman than stock markets, the review says it boosts the total payout for the year
| Brothers say in their annual review of wouldtakeas it of only 0,3% of global from 64c to 75¢ a share.

the gold industry. fixed interest funds into gold to goak up | Harmngs 2 share based on the
The review was conducted by the the entire 1975/85 surplus, estimated at ?FEIBhtEd average number of shares
etals research unit of Shearson Lel 1 800 tons. |in_1SSue mereased from 1072c to
man and the minmng team of L. Messel It Sounding a negative note, the review 79,2¢. This takes into account the
predicts a deterioration in the funda-  says there is 10 doubi that any rise 1n 115-mmllion shares issued in settle-

mental supply/ demand balance with an 1987 gold prices will have to he demand- ment of the R22,3m purchase of Bro-
inorease in mine production for the ull- rather than cost-qush—generated. mor Foods Without Brortio?, earn-
seventh consecutive year and a tall in  Investment buying, or ack of it, will [IRES would bave been 144,4c a share.

consumption, reflecting a reduction in determine price levels rather than the ihe directors say the group ended
Ja anes% offtake. shortage ﬂtp SIIP%HE& the yet;u:‘ 01:1 a Strongl tlsluj‘.e Wt;th 1m-
- ut the strength of the dollar, the rate «On balance then, it is more likely to rovet "ad mng 1’35“8 n 1 : lmam
i | of inflation, the level of unease it —orld  be the ‘uncertainty factor rather than Ea 1{'3 t“’&s“’:‘s' “c‘ﬁls bt “E“_’_
| polities and the attractiveness of alter-  the (nflationary factor’ which will de- roduct Introductions and tight COB
|

l

g : : " 3 trol of costs and working capital con-
, native investments are factors which  termine gold prices In 1087 it 88yS.  fauted to improved earnings by

can easily outweigh the hearish funda- While gold recently shpped through ,

mentals, it 1says. the $400 level, there was no reason why g;h?eur%s?s :;%gﬁg:elg I;ﬁ{tydrﬂcg
Predicting further dollar weakness,  bursts of dollar strength should not see erat?gns

the review says if the dollar fell to  prices dip towards the $360-$375 band, PThe Srectors expect further im- | :
DM1,60 or 135 yen, the outlook for gold “However as the year unfolds we €X- _.svements 1n thesg oore d1V1S10DS.
should be constructive, sugpesting a ect the market to spend most of its P -

testing of the $450- and possibly $500- ime between $400 and $450. |
\ level during the year. o1t would need substantial invest- .

However, the most pullish argument  ment buying or a sharply weaker dollar

E is based on hopes of a flow of funds from  for prices, evel temporarily, to ap- |

alternative investments. proach or exceed $500 and, on balance,
The review says: “Should the USstock  we would discount the likelihood of any
markets start to top out, then we would sustained period at these higher levels

expect to see large gcale diversification “We do, though, look to some switch-

of assets as investment managérs at-  ing of funds from other sectors and pre-
' tempt to preserve the value of their  dict an average price for the year of
 funds. ! ¢425/0z,” it adds.
. «Gold would be the beneficiary of at The review predicts a surplus of 249
. least a portion of these funds To put the  tons for the year. Supply should rise to
relative sizes of the two markets mto 1676 tons (1 607 tons last year) whie
perspective, a shift of only 0,45% of the demand will drop to 1427 tons (1 553
ca&itilization of the world stock mar- tons last year).
kets (basis mid-year 19352 would have Official coins will show the largest
been enough to soak up the entire in- drop 1o demand — down to 250 tons
vestment purchases of gold I:fr the Pri— from 350 tons last l5](;:;31:,
vate sector between 1975 an 1985.” Main reason for this s the decision by
Although investment managers are  the Japanese authorities to postpone the
content to stay with Wall Street and  second mnting of Hirohito cons.
other stock markets, the higher these The review predicts that net official
markets went, the greater the desireto  purchases will fall 1n 1987, but remain
| diwversify into gold. positive with South Africans rebuilding
Citing the limited potential of further their stocks as the rand strengthens and
- cuts in US interest rates and hgh infla-  Latin American producers building re-
‘ tion in the ndustrialised world as rea-  serves for strategic reasons when possi-
1 sons, the review predicts an end to the  Dble.




OVENSTONE/PREMIER

| The different reports which appeared in the
press following the Ovenstone Investments
(O1) shareholders’ meeting last Friday
must leave investors who were not present
thoroughly confused How did the company
get into this mess and could 1t have been
prevented? What 1s O1l worth, what 15 its
debt and what 1s the impact on Premier?
Torecap key facts, a resolution was passed
overwhelmingly 1n favour of selling the prop-
erty interests of O1l to Ovbel, as announced
in December. Total borrowings of Oil, whose
sharcholders’ funds were R38m at end-
| March 1986, were R121m before the sale of
the properties and after the sale amounted to

; - 1

- I g
}% ; §
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\55; SR AN Sy
Ovbel's Ovenstone ... accepting

responsibility

-
']

R88m, of which R60m 1s foreign debt For-
mer Oil chairman, Andrew Ovenstone, is
running Ovbel, 1n which Oil has no interest
and whose only assets are the property,
homebmiding and construction interests

Premier chairman and present Q1] chair-
man, Tony Bloom, pulls no punches. “Qil
{ cannot possibly survive without Premier’s
support.” He points out that banks do not
find a combmation of South African and
Chilean debtors very satisfactory, but Pre-
muer has seen the banks and they will not call
In their debts

Bloom says the full extent of the borrow-
mgs only became known last December A
crucial point was that the borrowings of the
offshore structure had not been consolidated
in the O1l accounts This 1s because there was
a 50% shareholder of the foreign interests in
Jersey, wholl lawhed by a party 1n England,
though Oil h«d an option to purchase the
shares at a nominal price.

What changed the picture was the discov-
ery that there was also a *put” option (for a

nominal amount), which meant that the ind-
‘ vidual in England could force Qil to take the
shares in the Jersey company at any time
| Neither Oil’s board nor its local or overseas
auditors knew of this put, which was not

V\V"\ @q\q/\iﬂ

Troubled waters &>

came known, Bloom insisted that the ac-
counts of the forergn holdings be consolidat-
ed, as “the company which technically

exercises control is in substance a2 nominee
for 1l

At the December board meeting where 1t
was decided to consolidate overseas com-
panies, Bloom and the two other Premier
representatives on the Ou board also mnsisted
that a wnite-off totalling R29,Im be made
This included a barge, *“pre-incorporation
expenses,” goodwill and a reduction 1n the
book value of Chilean mvestment, Pesquera
Iquique, to underlying tangible asset value
This write-off, combined with the sale of the
property interests, is expected to reduce net
asset value from 69,8¢ a share at end-March
to less than 10c¢ by the year-end

Ovenstone contends, and Bloom agrees,
that the fall in the rand substantially aggra-
vated the borrowings positton, as the foreign
loans were raised mainly 1n the early Eight-
1es But this 18 a problem that many South
African companies have had to face — it

begs the question of how the board could be
kept in the dark, even if the accounts were
not consolidated Had the accounts been con-
sohdated, forex losses could have been pro-
vided The loans were apparently raised on
Ovenstone’s authority and serviced from the
earnings of Pesquera Playa Blanca (PPB).

Ovenstone admuts that “as chairman, 1
must be responsible for the position in which
the company finds itself,” but he disagrees
about the put option He states that ““there
was no legal or written agreement against
the company,” but he also states that “I had
given an undertaking to find another investor
to invest 1n the company should that investor
want out;” and 1t was made clear to the
board that O1l could not abandon the Jersey
company

Thus raises the question should O1] be held
ltable for a verbal undertaking given by its
chairman, even if 1n his personal capacity?
Most of the parties mvolved seem to think so

For Ovenstone, failure to consolidate the
overseas loans 15 a techmical point “The

degree of responsibility for the loans and the |

way 1n which they were financed might 1ndi-
cate they should be consolidated,” he agrees,
but argues that “we did not do so because of
SA’s international posttion and because we
felt the company should stand on its own two
feet.”

Another intriguing question is why the
group had as many as 25 overseas com-
pames Ovenstone maintains some are boat-
owning, some are dormant, some were estab-
lished for tax reasons, and two are holding

structure even for a multinational

| debt always falls at year end “Premier’s

Premier has been condemned for not tak-
Ing action sooner But 1t must have cost
Premier heavily, taking a year of nvestiga-
tion, including considerable time spent by
Bloom himself, who had to visit Chile, the
UK and Europe to unearth the facts As he
pomnts out “Premuer 1s 2 minority sharehold-
er and could have walked away ** Its investi- |
gations revealed the depth of the problems
and, as Bloom says, if approval for the dis- |
posal of the property mterests had not been
obtained at last week’s shareholders’ meet-
ing, “I belheve we could be faced with a
creditors meeting *

Bloom considers PPB an excellent trading
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Premier's Bloom .
prohlems

company. Assets amount to $30m and the
toans should be reduced in five or six years.
In SA, the management of recently acquired
Southern Seas Fishing Enterprises (SSFE)
has been installed in Oil. Says Bloom:
“SSFE has always been profitable and a
cash generator The Ol fishing interests will
also be profitable, as the trading operations
are quite healthy >

As far as Premier 18 concerned, the Oil
debt will probably lift Premier’s borrowings
by R35m or 6,7% of the September 30
figure, but Bloom points out that Premier’s

1987 carmings are looking very good and |
should be a record,” he adds

FPat Kenney

3
d
e e T
_

W=

Lrecurded in writing; when its existence be- |

companies 1n Bermuda This seems a large l
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Newly listed M1 's taxed

profits FJ& ‘more { 0
g %ﬂ ss Day Roporig

MILLY’S, the newly nusted Cape-based-fast fo d

-convenience store chamn, more than dubled taxed
profits o R202 000 from R94 000 1n the six months to

EDecember.
‘Rarmngs were up at 3.44c agamst the previous

year’s 1,79¢, with the number of shares In 13Sue at
December 31, 1989 restated to allow proper evalua-

tion of the results.
A divnidend of 10c & share was declared

though previous experience indicates the results for

| the first half of the year arc generally better than .
those for the second hali, additional 1ncome from the

1 Carousel as well as from the Claremont store — untg“ )

il October last year a franchise outlet — would offset
I 1
1 ths trend. 4 Ll o - ¥
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Whatever Andrew
Ovenstone might say,
the floundering of his
BB faruly company —
B and the hardships that
some minority share-
holders mught feel as a
result — 15 hardly to
: his credit His obser-
vation that he himself has the skin of a
crocodile 1s perhaps a rare insight after the
mess he’s made of the family business
For years to come, we guess, the rise and
fall of Ovenstone Investments Limited (Oal)
will feature as a case
ﬂ study at business
schools A family
"%~ company, founded at
gar" the turn of the cen-
4B tury, has in the hands
¢ of the younger genera-
tion seen profits dwin-
dle and debt increase
After two periods of
brief good fortune, the
new owner realises
something 15 amiss
{ and its chairman jets
abroad to discover the
truth, finally stepping
in to protect the m-
nority sharcholder —
and what little 15 left
of 1ts original nvest-
ment
These are essentially the facts of the
Premier/Ovenstone saga. Premier made a
business decision to mvest 1n O1l, a decision
which proved unwise It was to protect this
investment that Premer chairman Tony

Bloom recently spent much of his own

3
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Ovenstons

t

Premier’s stake in Ovenstone seems to
have been taken for strategic reasons
involving competition with rival Tiger.
But the sorry tale of mounting debt was
only uncovered much later by Tony
Bloom. The intricacies of what occurred
have yet to be finally sorted out — and
many questions remain.

vayw \Bg]

the state of the South African and Namibian
fishing industries Fishmeal factory ships
were mtroduced 1n 1968 1n Nanmubia and by
1972 had to be withdrawn since the fish
resource had “collapsed,” as stockbrokers
Mathison and Hollidge put 1t 1n a report on
the fishing industry “Explatation pressure
was 1ntense during the years 1974-1977
pilchard quotas were curtailed substantially
in 1978 and 1979  but by the close of the
1980 season it was clear that the SWA
piichard stock was under extreme threat ™
From 1982 until 1985 catches of pilchards
were subject to strict control The pattern in
South African waters was similar, but with
an mexphcable record catch in 1976

In an effort to reduce vulnerablity to the
vagaries of the local fishing catch, a number
of fishing compames invested in Chile With
international fishmeal prices peaking at
US$800/t and falling to $280/t, profits
earned on these investments dechined and
almost all South African compames pulied
out of Chile, but Oil, which had 1nvested m

1979, remamed
O1l’s attempts to diversify continued with

investments 1n property and construction,
and by 1981 these non-fishing interests con-

@

he tail

tributed more than half group profit Income
from property and construction operations
peaked in 1984, 1n 1985 taxed profit fell
from R5,6m to R1,2m and, for the first half
of 1986, amounted to only R238 000

The market did go against O1l — but other
listed fishing companies succeeded in coping
with difficult periods What 1s interesting 18
the timing of the Ovenstone family’s sellout
to Premier Soon after the 56% collapse of
carmings 1n 1979, Premier acquired 50% of
Onl’s unhsted holding company, Ovenstone
Consolidated Investments {OCI) EPS -
proved between 1981 and 1984, when they
reached 12,3c, and the
Ovenstones then sold |
the remaiming 50% of § 4IRS
OCI to Premier be- BEEF»
fore EPS dropped in 8’
1985t09,7c Inreturn g
for relinquishing their ¢
stake, the Ovenstones %
were paid R8,2m, or | |
an effective 73can O1l |
share This week the §
market price stood at fuemsese
27c gor -

Throughout this
period the Ovenstones
continued fo manage
1l According to Pre-
mier financial direc-
tor Gordon Utian “It
was their business ori-
ginally and one we
were not completely au fait with There was
obviously an element of trust there, as we
bought the remaimng half of the holding
company SA was 1 a very bad period and
most companies were having a difficult

time

time and that of his top management
Other truths are that.
The Ovenstone family sold their
shares to Premier when profits started
fading,
The way former O1] chairman An-
drew Ovenstone handled the foreign
investments leaves questions unan-
swered, even after Bloom’s investiga-
tion, and
The amount actually lost by the
Ovenstone family, after their manage-
ment of O1] axed net worth a share
from a high of 86,9¢ to less than an
anticipated 10c 1n two years, was
minimal

1l 1s based on an operation started
in 1901 by John Ovenstone, a pioneer
of SA’s rock lobster and pelagic fish-
ing industry Earmings reached a peak
of 31,7¢ per share in 1974, but col-
lapsed to 9,4¢ by 1979, during which
time 1ssued shares increased only 1,3m
(9,6%)

Part of the reason for the shide was

Cents Fia
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Bloom did start querying the level
of debt and msisted that assets be sold
to reduce borrowings In 1975 debt
equity had reached 107%, but had only
fallen below 70% once since then — to
68% 1n 1980 — after R9m was raised
via a rights 1ssue This mcreased i1s-
sued shares 3,3 times and was sup-
posed to finance the Chilean opera-
tion Yet the debt shown in the Oi]
balance sheet mounted from R26m 1n
1979 to R53m in 1986, when debt:
equity hit 90% What 1s more fright-
ening was that this did not include the
total overseas debt — we now know
that inclusion of this figure would
have raised borrowings to R121,3m.

According to Bloom, when 1t was
suggested that loans be raised overseas
to finance the Chilean interests, the
board insisted that assets be sold in SA
to offset the loans, but this was not
done The fact that foreign interests

shareholders did not know the full

J0

-

were not consolidated meant that J
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extent of the company’s borrowings
Meanwhile, the South African operation
was having its own problems Another non-
fishing subsidiary, Premier Wire, which con-
tributed R1,Im before interest in 1985, 1n
March 1986 had to wnite off R600 000 from
s previous year's stock figure By August,
Its contribution before interest was reported-
ly down to R600 000. After further invest:-
gation, an amount of R3,8m had to be writ-
ten off relating to the previous year
Small wonder that Bloom became wor-
ried. He states that from 1984 (when Pre-
mier became controlling shareholder),
various assets, including several properties,
were sold to alleviate debt Budgeted borrow-
ings were forecast to be reduced to R27m by
February 1986, instead they reached R52m
This was not all — there were also the
offshore loans. Says Bloom “I had been
distinctly unhappy with the fact that the
overseas interests were not consolidated ” As
the FM noted last week, the 1ssue revolved
around a verbal put on Andrew Ovenstone
The foreign assets were held 50% by Oil and
50% by a company 1n Jersey The company
was owned by an individual 1n England and
Oil had an option to buy his shares This was
not considered sufficient to make the com-
pany a subsidiary; but the existence of a put,
which meant that the owner could at any
time force Oil to buy all the shares of the
Jersey company, changed the picture If Pre-
mier bought the Jersey shares 1t would
wholly own all the foreign assets. The put
meant — n Premier’s view — that the
ostensible owner was only a nominee and the
company was indeed an effective subsidiary,
whose accounts should be consolidated
Ovenstone contests this, “There was no
written or legal put option against the com-
pany I had given an undertaking to find
another investor to mvest in the company
should that investor want out ” But Oven-
stone, despite his assumption of personal
responsibility, was surely acting as chairman
of Onl, which had financed the overscas in-
terests. As the Jersey company has only
nominal capital, 1t was Oil’s funds which
were on the line. In these circumstances, 1t 1s
a moot pomnt whether or not a chairman of a
company can exercise such a put option in
his own name and not be caught in a conflict
of mnterests.
|  Why did Ovenstone not reveal the exist-
ence of the put until late last year, iIf 1t were
of no importance? It seems, to say the least, a
complcated way of doing things For that
matter, the Ovenstone method
frequently seems complicated
The group has no less than 25
overseas companies, which
Utian says will be reduced to
10 Some of the boats operating
tn Chile are owned by separate
companies, each of which has a
holding company, and there are
| also two holding companies 1n
Bermuda Even given SA's
present international
problems, were 25 com-

Former Qil chairman, Andrew Oven-
stone, replied to our article 1n the follow-
ing terms

“As I am no longer chairman of Oil, 1
have no intention of responding to yet
another provocative article on that com-
pany Were I to respond to the bias and
correct certain facts it would, 1n my opin-
ion, damage 1ts international business,
and as one of the largest non-institutional
sharcholders 1n O1l/Ovgroup (Ovenstone
owns 450 200 Ovgroup shares, or 0,6%), I
look forward to 1ts recovery.

“For the record, I made the following
points at the meeting on February 20.
My sincere regret at the course of
events,

My emphatic belief that management
had acted 1n good faith, and 1n the per-
cetved best interests of the company,

My summary of events beyond man-

agement’s control the collapse in the fish
meal and fish o1l prices, the new plant and
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the debt moratorium, the decliming rand,
a ligh percentage of the writedowns and
the effect 1n rands of USS writeoffs, the
state of the domestic property market 1n
1985-1986,
[0 That as chairman 1 refused to blame
anyone else,
That, in my opinion, no written or
verbal put existed against the company;
That all ine management 1n the resid-
ual O1l Group remained 1n place, and that
I consider the fishing companies to be
well run, and
That I was imitially opposed to the sale
of property, homebumilding and construc-
tion interests — a position which 1
changed when the Southern Sea Fishing
Enterprises investment opportunity
arose

“The above statement, together with
your not tainting Ovbel with what has
happened, just may bring a little balance
to the article ”

panies necessary — and why?

Ovenstone maintains that there 1s no ques-
tion of “wilful non-disclosure” and says that
“l had drawn attention to the loans many
times, but the international division 15 1n two
compartments so the loans were 1n different
compartments of the accounts The directors
did not add the compartments up In the
annual accounts our policy was to disclose
the habilities guaranteed 1n SA The figure
was low because the foreign assets would
have covered the balance of the loans

Deducting assets from loans 1s certarnly an
unusual accounting procedure, and gives no
indication of the overseas gearing It seems
to us that total habilitzes must exceed assets
if there were still habilities to bring into the
Onl accounts after assets had been deducted

But why did 1t take Premier’s representa-

R
Debt burden 120-
BDI’I‘DWII‘IQS 100-

tives so long to rouse? Premier became the
controlling shareholder 1n 1984, but the 1n-
vestigation was only launched 1n 1986 Utian
says that “1t 1s not easy to get a company
chairman to leave ” But there was no strict
management contract which made the Oven-
stones’ removal impossible Quite simply, 1t
seems that Premier’s top management just
took a long time to wake up

One must also wonder why Premier sad-
dled itself with Oil 1n the first place Accord-
ing to Utian, 1t seemed at the tme that a
major portion of the local fishing resources
would be tied up by arch-rival Tiger Qats
The O1l acquisition was seen as a strategic
ivestment *‘Then the resource decreased
sharply and all the fishing companies went
overseas,”’ says Utian

Premuer has probably stayed with Qil for

strategic reasons, so as to keep an

\\

Investment in the fishing industry.
Doubtless 1t could eventually find a
us¢ for some overseas companies,
especially with $31m in foreign assets
The Chilean debt should be halved
within five years and will be financed
by the overseas operations, so 1t will |
not act as a drag on Otl Says Bloom
“Profitability will depend upon world
fishmeal prices, but dividends from
Chile will probably not
flow for five or s1x years "

With the local oper-
ations, there 1s a problem
of funding Onl has taken
tremendous write-offs
and the building and con-
struction 1nterests have
been sold to Ovbel for
R23m, but this only re-
duces debt After write-
downs and property sales,
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shareholders’ funds had shrunk to R18,3m

year Next year 1s more promusing from an

: . .
agamst total borrowmngs of R88,2m, of | e O earnings viewpolnt, but a sigmficant portion
;'-'hlch Rﬁfﬂm ($26m now Cﬂﬂﬂﬂgdﬂﬁﬂd)ffﬂ' x % e o, B of anticipated earnings (in Chile) are not
ates to foreign compames and therefore Bl S R available for dividend purposes,” he says
must be sensitive to currency fluctuations ‘hﬂ}ﬂ,;} i*fjﬁiﬁ?}ri The fact remains tEatpPremmr hac:{ to
E:cd;:;?;’?nt;l; ::Ed;?lléli I?;dﬂH;I;?lUil?;ufgﬂ; “ :* fagd %LF %#I i .w'*' sEeakl to O1l’s bankers to stop them calling 1n
’ o ™ ,:I- ~ e S— '
these loans are covered by stocks and debtors | ¢ E oA o +f.".§: L) e therr loans and, as Bloom put it, ; 1l cannu,s
hj y Fag “ RN m possibly survive without Premier’s support
to the tune of $5m And there 15 still the | » ih %o e | As for the Ovenstones, they sold out to
recent acqusition of Su};.xtl}ern SEE Fishing | 3 ooy N ﬁj’ Premier for R8,2m Ovbel, to be managed by
Enterprises (SSFE) to Ef lﬂsﬂﬂﬂ | % : iA <" | the Ovenstones (see Property) has been
Premier’s acquisition of SSFE 35; gﬂgf . ) T w b -*4 S5 | formed and has bought O1l’s property inter-
was partly to buy management described by N - . ests for R23m

Bloom as *“very expertenced” 1n the fishing
industry and, as may have been intended
from the start, SSFE management has been
mmstalled in O1l 1t 1s ghly probable that
Onl’s other non-fishing interests will be sold
and other financing packages are being -
vestigated A nights 1ssue 18 not expected, as
Premier would effectively be converting

Pramier's Utian ...
‘an eloment of trust’

In addition the funds are really needed over-
seas Prospects are gloomy for at least two

The public supplied 70% of the capital and
management (the Ovenstones and managers
of the subsidiary companies) supplied only
the other 30% The net worth of O1l, mean-
while, has collapsed from R38,4m a year ago
to an antictpated level of less than R4,9m,
with borrowings of R88m Ovenstone plans
to list Ovbel in 1988, when shareholders will

Joans owed to 1t or 1ts bankers 1nto equity, as
virtually no one would take up thetr rights

years, according to Bloom “A significant

have another opportunity to enjoy the benefit
loss will be posted for the current financial (3

of his management "T O Pat Kenney

extent of the company’s borrowings.

Meanwhile, the South African operation
was having its own problems Another non- j
fishing subsidiary, Premier Wire, which con-
tributed R1,Im before interest in 19835, n
March 1986 had to write off R600 000 from
its previous year’s stock figure By August, |
its contribution before interest was reported-
ly down to R600 000 After further investi-
gation, an amount of R3,8m had to be writ-
ten off relating to the previous year

Small wonder that Bloom became wor-
ried He states that from 1984 (when Pre-
mier became controlling sharcholder),
various assets, mcluding several properties,
were sold to allenmate debt Budgeted borrow-
mngs were forecast to be reduced to R27m by
February 1986, mstead they reached R52m

This was not all — there were also the
offshore loans Says Bloom. *“I had been
distinctly unhappy with the fact that the

OVENSTONE ANSWERS

the debt moratorium; the declining rand;
a high percentage of the writedowns and
the effect 1n rands of US$ writeoffs; the |
state of the domestic property market 1n
1985-1986;

1 That as chairman I refused to blame
anyone e¢lse,

That, 1n my opinion, no written or
verbal put existed agaimnst the company,
That all line management in the resid-
ual Oil Group remained in place, and that
I consider the fishing companies to be
well run; and

That 1 was initiafly opposed to the sale
of property, homebuilding and construc-
tion interests — a position which I
changed when the Southern Sea Fishing
Enterprises investment opportunity

Former Oil chairman, Andrew Oven-
stone, replied to our article 1n the follow-
mg terms’

*As I am no longer chairman of Qil, 1
have no intention of responding to yet
another provocative article on that com-
pany. Were 1 to respond to the bias and
correct certain facts it would, in my optn-
on, damage 1ts international business,
and as one of the largest non-mstitutional
shareholders in O1l/Ovgroup (Ovenstone
owns 450 200 Ovgroup shares, or 0,6%), I
look forward to its recovery.

“For the record, | made the following
points at the meeting on February 20.
1 My sincere regret at the course of
events;

My emphatic behef that management

overseas 1nterests were not consolidated ™ As had acted in good faith, and in the per- arose.
the FM noted last week, the 1ssue revolved ceived best interests of the company; “The above statement, together with
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Walsh

By AUDREY D'ANGELO
Financial Editor

A SHAREHOLDERS meeting 1n a
city hotel yesterday left everyone
sull warting for the final chapter
of the Ovenstone group (Ovgroup)
story, which has taken on some of
the characteristics of a soap
opera

The end will be known 1n seven
working days Minority share-
holders led by Jack Walsh, ehair-
man of sea diamond company
Mervest and a former Ovgroup
skipper, have until then to put
together a R125m package which
will include paymng R28m 1n cash
for the Ovgroup fishing com-
panies

They will have to release the
Premier group from all liabilities
In respect of the fishing com-
panies by convincing creditor
banks overseas that they can
guarantee multi-million dollar
debts which might have to be
paid 1n financial rands .

And they wall have to repay a
loan of R34m which Premier has
made to the fishing companies

Meanwhile, the meeting agreed
to an offer which has given civil
engineermng firm Basil Starke
control of Ovgroup and Oven-
stone Investments (O1l) from
April 1 for a consideration of
R17.8m

The names of the companies
will be changed to Basil Starke
group and Basil Starke Invest-
ments and shareholders can

~ Soap _opera_cliff hangeras ..
ygroup/Oil,
1~ deadline

either retain their shares, sell
them or accept Premier shares —
or choose a combination of all
three

If Premier, which has bought
the fishing companies back from
Basil Starke for R215m, sells
them to Walsh and his associates
the difference 1n price — about
10¢ a share — will be distributed
to all shareholders including 1t-
self

This compromise was reached
after a Iively and lengthy meeting
in which Walsh pointed out that
Premier was 1n “a dual-hatted po-
sition” in asking shareholders to
dispose of Ovgroup’s main assets
o itself at a price described by 1ts
financial director, Gordon Utian,
as “hypothetical”

Premier chairman Tony Bloom
warned that it was not easy to
deal with overseas banks who re-
garded Chilean debts guaranteed
by an SA company as “the worst
possible combination”

Bloom said Ovgroup's Chilean
operation owed $15,5m 1n short-
term loans from different banks
in Chile who were “extremely
nervous about it and particularly
about guarantees from SA 1n view
of the debt standstill” and could
“pull the rug out at any minute

He and Premier financial di-
rector Gordon Utian had found
negotiations with these banks
“difficult and torrid”

In addition to this, Ovgroup
owed $9,5m to other overseas

1

creditors

Bloom said he thought 1t un-
likely that the Chilean operation
would catch the 160000 tons of
fish budgeted for this season, and
any profits made would have to
be used to pay off creditors

Walsh said he considered the
Chilean operation “the joker In
the pack”

Fish meal prices had risen and
he thought that 1f 150 000 tons of
fish were caught 1t would finance
the 1nterest burden and allow
certain debts to be paid

In answer to questions from
Walsh, Bloom said a decision to
replace the factory ship 1n Chile
with a land-based factory had
been taken before the 1ntroduc-
tion of a two-tier financial system
mak:ing overseas debts payable 1n
financial rands And the factory
hgd cost $8,5m more than expect-
e

In addition to this, a further
$1,5m or $2m would have to be
spent on making the factory more
efficient

He said some of the fish meal
produced at the factory was sold
to Premier

BEarly 1n the meeting, Walsh
sald his offer was subject to the
consent of Mercabank — men-
tioned 1n a Supreme Court hear-
Ing as providing bridging finance

But after an adjournment he
sard he was “confident” that a
firm offer could be made within
seven working days
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Clover

By S'BU MNGADI

\

NINE months have passed since 168 Marnizburg Clover
workers went on
two shop stewards

strike agamnst the summary disnussal of
for allegedly threatcning 2 “scab”, but
they are still united — 1N
trying to get thewr jobs back
Their dismussal saw 2
national campaign for their
reinstatement being
taunched by the Food and
Allied Workers’ Umon

Fawu and other Congress
of SA Trade Unions mem-
bers vowed to bring pres-
sure on Clover manage-
ment

Commercial, Catenng
and Alhed Workers’ Union
members refused to handle

- 1
!

stores countrywider Same
Natal factories went on
strike — demanding the re-
moval of Clover products i
their canteens

But still Clover manage-
ment would not budge

Instead, 1t started a long
court battle agamnst Fawu,
Cosatu and support com-
mittees to prevent support
of a national boycott of Clo-
ver/ National Co-operative

Dairtes products (Clover
controls 174 000nshares, 1n
NCD) \

The company, lost’ the
case N

Fawu charged that the
company relied on the state
of emergency to smash their
campaigns '

Last month, the Clover
Workers’ Support Commit-
tee 1n Durban placed adver-
{isements 1n several newspa-
pers to highhght the dis-
missed workers’ plight

In the ads, five old men
whose experience with Clo-
ver exceeded 30 years each,
told of therr strurgle to get
their jobs back They also
claimed that with a meagre
R300 wage they supported
10 people each

This had an apparent ef-

kers fighton
’ @ lover products 1n several

fect on the company’s im-

age — because 1t came oul

I

with a “final offer”

It would remnstate the five
old men 1 Mantzburg,
remnstate 48 workers with 10
years’ eXperience in Durban
plants and the remaming
115 would get four months’
wages — but no jobs

In a major attempt to
compromise, Fawu pro-
posed that eight workers
with 17 years’ experience be
reinstated 1 Mantzburg,
71 workers with over five |
years’ service be remnstated |
in Durban and the remain-
g 89 be gwven eight
months’ pay and be guaran-
teed jobs as they arise

“Though this proposal
showed workers were, pre--
pared” to compromise to’
reach 2 settlement, 'the:
bosses rejected an offer not',
far from thewr own offer,
said Fawu orgamser Reve’
Roux | | puy Pl

* kT

So the dispute continues.s
 The umon claimed that
at the height of the dispute};
it managed to orgamse 10
new plants — apart from 234
it had orgamsed before: |}

but the company still re!-q"ﬁ

fused to fofmally recogmse’ |}
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? SATBELé:as purchased Mike's Kitchen & ..

g‘nf- steakhouse chaln for R4m,ina cash deal =

i announced last night, . Pl v

e In the deal effective from January ) K

Nﬂk ear, Sathel paid 62¢ a share for 65% ; - ;

- of e'’s Kltchen Franchising Limited. .

Former Mike’s Kitchen chairman David. - <
wis retains.a 5%- shareholding. “The -

¢ per share offer will also.be made to "S =

minority shareholders.:v . Mot

i M.}cse E? Ig:ch?n sharets, gvhi_ril;ltrade nél S

- the velopment Capi ard, <,

T at T3¢

were suspen S jer. -
this week. r o)
Kersaf In¥estme depu an.

Heron said the deal would provide diver-

sification for Satbel in a “good growth

. 8sector” and provide impetus for a thrust

o] . into the restaurant business. -

#* Heron described Mike’s Kitchen as an

g_ “ideal vehicle” to put into the company .
: to make for “one’stop entertainment -

a centres”. Satbel has investments in cme--——-z A
'ma chains and fast food outlets. o

‘Mike’s Kitchen, with .47 outlets-<7

» throughout -the country, ~has~expanded. *‘”i

¥rapidly over the pastt-four’years, —a* -
growt Satbel mtends»to mamtam‘“'wlth
~Seyen new units ngemng ’flus year. ..,

& egl,;s held
ey

: o he:-a a lllSltlDll 13 nnt" éxpected to
Emakewan impact-on Kersaf’s:earnin “,
* per share for the year endmg June 198 g75

A S EEe 1anh xS 4 ﬁ'ﬁ s LAY P -
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Vulnerable at Bokomo

A TWO-HOUR strke at the Bokomo Weetbix plant in
Atlantis in February highlighted how vulnerable casual
workers are

Thirty six casual workers were threatened with
retrenchment and told they would be replaced by workers
from the company's Epping plant

A spokesperson for the Food and Allied Workers Unuon
(FAWU) said the Atlantis workers were employed as
casual labour, and every two months had to sign
contracts with the company renewing their employment.

It appeared that-their continued employment was
conditional on their agreeing to sign the two-monthly
contracts, the union orgarser said

"Some have been sigming these contracts for up to a
year and even longer Between 50 and 60 workers out of
a total of 86 have been told that they are casual workers,
though they work a full working day and a six-day
week.,”

He descnbed employment practices at Atlantis Bokomo
as "a complete farce”.

v ST Tal N L L e i i Sl L B bl o | . il Femper

FI o

N el e B | - iy — R m— e MR A - LTy — v ogr My kg

"These are not casual workers They should have the
full nghts of permanent workers "

According to the FAWU orgamser, any person who
works for more than three days in a week cannot be
employed as a casual labourer in terms of Department of
Manpower regulations

"This is an unfair labour practice,” he said

The chairman of the Bokomo shop stewards, Mr Abe

Hare, said management had agreed to employ the 34
facing retrenchment on “short time" after the cntre shuft
went on sinke

He said 26 workers had been offered permanent jobs
"We see this as an attempt by management to divide the
workers."

Mr Hare claimed that the two workers who did not
participate n the strike were also given permanent posts

The general manager of Bokomo, Mr F Fouche, said he
did not want to comment while negotiatons with the K

union were under way.
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“ THHE Com tition Board says it cannot object to the

~:-R100m merger between SA’s:two television rental gl- |
ants, _w&.._aw and Visionhire, as it will benefit consum-

~ers. +-

>, A weekend statement said its chairman Sef Naude

'had stated that Visionhire and Teljoy consulted the
* board inJuly. ,

1. It added. _“o_.,lﬁwm; evidence supplied, there 1s reason
¥ to believe that substantial cost savings can be
v achieved by the merger, particularly 1n respect of

3& maintenance of the applhiances, and that such savings
w qﬂ_n_uu?mﬁn_ﬁnﬂmﬁmnnmm. benefit the consumer.”

% ' Fresh mformation indicated that, since the middle
1

e,
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&

-

RS WP i
PR |

BT
-+ 4 o g

B T i i L

1

-of 1986, almost no growth took place 1 Visionhire and
“Teljoy’s rental business.

Wm ) Ahe hght of the information available {0 1t, the |

e

board 1s not aware of circumnstances which do not jus- |

L™ - 5

tify h?.m merger of the campames concerned 1n the ,
y publicinterest.” - ) ]

L1

]
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mpetition Board happy with TV merger
Oo ﬁ@ # roo- - - . ) es € d in a varety of activities ” _
. . the mer companies, 1t saud, businesses engage 1
Answering questions raised G4 1 ﬂ%mﬂﬁwmw..wmﬂ% 10 groups ﬂm_%mﬁn from 15 to 200 out- Regarding thé markets concerned, the board said H.w J_
about the validity of the merger, f __ b ., dent stores — more -mificant that the supply of television sets an
d of a total of 2,20- { . letsandan estimated 800 indepencer W o ders took place n several ways.
the mﬁﬁmﬁmﬁ Sal am_w and _Sa.aao 3 than 2 000 outlets altogether. . ) ble and video cassette recorders LOOK Pl el
ﬁwﬁ% ﬂ.wﬂ%ﬂ%ﬁu M:ﬁﬁumn to the I . * - 4 N ..ﬂmﬂa_._m forms of mﬂ_ﬁmﬁﬂ.ﬁuﬁmﬁ mm.wmmﬂ“wwmmﬁmm nM_E. Retail through discount outlets for cash or hire pur-
P Lt . mmany businesses carry out refitc = : 2
Emﬂw t, 219 ﬁ@mﬂ%ﬁﬂmﬁ%ﬁﬂ% ﬁww_w m ﬁmﬂmwm do not represent a significant portiion of ﬁw ,nwwﬂw mw mm.wmm mwn_..%m finance coMpany; < /
ere 1s re 8% of “market ﬁﬂawmﬁw defined ~ G 0oL sse Y Retail through furniture-siores, appliance dealers,
rental has achieved a mere 67 Ol gy - “Hpeedom of entry 18 an mmportant n@amwnmumgu in _CIRe _“ m__,.m | Stores for cash or on _n.%m purchase
Emsﬁmﬂ Emawm_n uﬂwﬂmmm than . competition -polcy, ‘including acquisition mﬁowow. | nmbun wmm ﬂw mﬁ%s 5 10T Ca e
Of w_ﬁ_manm mﬂzarmﬂ by . Vision- - There are no barriers to entry into the market con- ' OF mnm ateard, e
5% (125 000) 1S supp O > @ NAUDE  cerned. Entry 1s,1n fact, articularly easy.. 4a * [JThe direct supply by manufacturers to the business
hure and fe 1% ¢ smd that, according”to another ‘ % No significant capital outlay was necessary an ._.w Em, ?H..Ew_..mwnﬁ hotels, by sale, rental or lease; and |
ma__“.h_nmm wﬂmﬁwﬂ. Ewﬂumu ‘of umts supplied up-to 1985 ", lessor __mun umﬁm&mﬂ gould commence business Wit :mmewﬁ_ companies such as dﬁﬁnuwwm‘ﬁﬁmfmﬂwwm
; y it I T - ) _.r eLs. - ¢ , K - » v e a .—H ﬁmm..._._m.n-m ﬁum&.ﬂum O ,.H-,.WHH L
was 3,86-million. . . - o S o i I : ot that these goods are 7’ niimerdus.other sma A AN
s 386On, s rotnote supplied biP i pergngy g (TS I bOTReiOl I s taree gumber'of " over thecountry * C e o

compames would be approximately G, e % ¥ offered for rental throughout SA by a

e Ld— - = -
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JOHANNESBURG — South Af-
rica’s censorship regulations
could hamper fair trading on the
country’s stock exchange, busi-
nessmen said yesterday following
a widespread strike at major com-

panies that went unreported by
local media.

On Tuesday, several thousand work-
ers staged a one-day strike at food
companies 1n the Transvaal to protest
against the detention of eight union
officials, according to Mr Peter
Wrighton, deputy chairman of Pre-
mier Group Holdings Ltd,

But the strike, which was organized
by the Food and Allied Workers’
Union, was not announced by the com-
panies and news of 1t leaked out only
yesterday

Vital interest

Business Day did not report the
strike, saying instead 1n a front-page
article that 1t had been “prevented by
government censorship from publish-
ing information of vital interest to in-
vestors and shareholders”

Officials of the Johannesburg Stock
Exchange (JSE) said yesterday that
they were worried at delays 1n report-

. 1ng such 1ncidents as Tuesday's strike,

because 1t meant that some people
were privy to information that could
move the price of shares, and others
were not

“I am very concerned,” Mr David
Ferguson, vice-chairman of the JSE,
told Reuters “It means that certain
Henple know and some do not.”

. Business:Day said 1t had been ad-
vised by its lawyers that reporting the
strike would violate censorship rules

Other lawyers, however, said the
regulations do not prevent reporting

L

the strike, but 1t 1s not permitted to say
how successful the strike was

Censorship has prevented full re-
porting of a five-week-old strike by
some 15000 public-sector transport
workers which has been linked -by
police to a wave of firebomb attacks

on trains in and around Johannesburg
this week

Mr Ferguson said there had been
other occasions when potentially mar-
ket-moving 1information had not been
reported, but he did not know how
often

“It could become more and more
serious,” he said, adding that while he
did not believe that censorship had
hampered stock market trading so far,
it could do so

He added “It actually encourages
insider trading "

Premier group’s Mr Wrighton said
“A lot more of this sort of thing (indus-
trial action) takes place all the time
than 1s reported 1n the press”™

Critics’ concern

The JSE, which includes histings of a
handful of foreign companies, has
been booming 1n recent weeks, mainly
due to a surge 1n the price of gold

Critics of the censorship reguiations
have expressed concern that report-
ing restrictions could erode confi-
dence 1n the exchange at a time when
the country desperately needs new 1n-
vestment, particularly from abroad

Legal experts were divided on,

whether the strike could be reported,
highhighting the uncertainty and con-
fusion that prevails over the censor-
ship regulations

On several occasions, Sapa has re-
tracted reports 1t has 1ssued on the
strike, saying it had been told 1t was
not lawful to publish them — Reuter

Ir-
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MORE than 700 workers
have been dismissed from

f'--ll-l‘l"'l-'\i-ir"—-'.l-ﬂ'-"
ey

locked out and dismissed
on Apnl 7 and the com-
pany has been accused of
usmg “coloured” labour to
replace them

The general secretary of
the National Union of

Food Workers (NUFW),
Mr Lulamile Mati, said
wage negotiations between
NUFW and management
broke down on March 28.
NUFW 1s a breakaway

union from the South

; a major fruit canning fac-
; tory in East London fol-
E lowing a wage dispute

: Workers at Langeberg
[ fruit canning factory were
i r .
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| HILLI BITE
RECIPE

Vegetohles fovoured for Hot
Spice Chilli Bite Mixture

B Thinly shiced Polataar Omons
el Sweel Potatoes Pumplun, EgQ Fiant
Eaey  (8rinol)

S3W  Choppad Fine Green Chillics,
Ho  Green Peppers Lettuce Spinach

48 Recipe for Chilli Bite Mixture

3 Use one full cup Chillh Bite Mix
Add sullicent water to obrain shif
botter Use botter seporately with
obave vegetables Heat ol in deep
frying pan Drop | teaspoon batter
into pon Leove o Iry wntd golden
Brown ond crap Baber con oo ba
vsed lor frying fuh chops and

il " COR REEN AND CARRICK AVE, ATHLONE
B Do IND 1
_ TELEPHONE 638 3132
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African Allied Workers
Umion (SAAWU) and not

afihated to Cosatu
Mat1 said workers were

not satisfied with the wage
they were offered by the

company, which was R69
for 46 hours.

"The workers were de-
manding a hving wage
plus a shift allowance of
16 percent from the com-
pany The workers' de-
mand was for R73 for 45
hours,” he said

On Apnl 7 the manage-
ment imposed a "lock
out” and dismissed the
workers

On Apnl 9, the NUFW
gave management 24
hours to reconsider its
decision However, there
was no response from
management

"As the workers were
"locked out', the
remaining  workers
demanded that the
dismissed workers be
reinstated and for the

wage negotiations to pro-
ceed,” Mat: said

He sad the mangement
"lock out" action was
conlrary to the provisions
of the Labour Relations

Act — ELNEWS
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\pwsn2 174 CP Correspondent’’’ 2b
MORErthan 700 workers have beem2dis

majorifrwiicannng factory n East ‘London-Talfowing’a
wage; dispute,, v fradd- bt
The,workers, who were locked out of Langehergtfac-2
tory and dismissed on Aprnil 7, have-accused the company:
of using woloureds to replace them ]
Langeberg management said certain differences had
arisen between themselves and the National Umon of
Food Workers over wages and conditions of employment,
but accused workers of disrupting production »
- - — “Although cunsiéé“rable
' progress was being made
towards«an amicable settle-
ment, -the workforce re-
pediidly disturbedroduc-
t16nzby various means, in;
cladifig,go-slow agtion and
mtentlonal*negl’ecﬁﬁﬂgduty.
“Management " on 2
| number of occasions point- |
ed out to the. NUFEW and
- the workforce that such ac-
tions were illegal &% <+
“Unfortunately,” man-
agement’s efforts fmethis di-
rection were largely 1g-
nored —'particularly:by the
day shift This resulted in
| the dismissal of fhisishaft
»on April 7,” the statement |
| said P
The NUFW has,acesed’
the Western Capetbranch
of the Food andyAlhed
Workers' Unipng»asrival
union — .of' sendinggscab
| labour to replace the>dis-
missed workers , i
| . Fawu general:gecretary
Jan Theron saidithgse alle-
gations were ,“‘completely
untru&’:} ‘o A, |
. “Our.imon 15 complete-
ly agamnst; workers scab-
\ bing agapnst others,” he |
Ly A '
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Financial Stafr

| OVENSTONE GROUP (Ovgroup) 18
selling 1ts fishing interests to Premier
{ Group and acquiring the construction
and engineering interests of the Cape
Town-based civil engineering firm,
Basil Starke, 1n a major move to re-
store the troubled group to profitabil-
1ty

Premier’s Tony Bloom has already
taken concerted action to satisfy Qil
jand Ovenstone Group (Ovgroup)
shareholders
| Faced with debt in excess of R100m
— reduced to about R70m after the
sale of Ovdeco’s property and con-
struction interest to a consortium of
former Ovenstone directors — the bur-
den was too heavy for a group that
s1ze

interest on the reduced debt wall
jamount to R10m alone and the group
15 operating at heavy losses and wil]
continue to do so
' Today’'s announcement says Bloom’s
solution 1s for Premier to buy Ovy-
group’s fishing interests ag Premier
has the size, financial strength angd
diversity of operations to provide the
necessary time needed to restructure
the fishing imterests, reduce the debt
and restore them to profitability, with-
out having to take short-term pres-
sures 1nto consideration

Ovgroup will acquire the construc-

by - = —

tion and general engineering interests
from Basil Starke, which will acquire
Premier’s shareholdung 1n O1] Control
of 011 will therefore pass to Basil
Starke

O11 and Ovgroup shareholders have
a cholice of three alternatives, with
Rand Merchant Bank being retained
to act as advisers on the fairness and

Ordinary shareholders can. either
femain invested in 01! and/or
Ovgroup, which are propsed to change
their names to Basi] Starke Invest-
ments and Basi! Starke Group to re-
flect the new activities, exchange all
or any of their shares for shares 1n
Premier or accept a cash offer for gll
or any of their shares

Onl preference shareholders will re-
Ceive a cash offer for their shares

The notice reminds shareholders
that the board of directors of 011 and
Ovgroup had advised that there would
be signifiacnt losses for the year end-
ed March 31, 1987, results of which are
to be published on or about May 22,
and this should influence shareholqd-
ers on the course of action to be fol-
lowed

O1l shares, suspended at 30e, and of
Ovgroup, suspended at 38c, will be
reinstated in the industrial holding
sector today

[ Hlieio seaq )

T Cd =} pvpn]

uj
V¢
v

ki
pi
gi

dl
51
CI

o




Rrdidug -
HA h Sy bl m:ﬁ, whaith
a1t 5O E’“ﬁ’h lqi'rn&!m&tu %M?Jﬂ

con-
&

TSR .
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ietrl:sef . Own Correspondent
DURBAN. — A Clover ice-cream boycott has erupt-
ed into a cold war between some black and Indian

iding
aster| students at the University of Durban-Westville
ieter| where slogans, including death threats against stu-
|voes | dents, were found on residence walls.

ignal! On Friday after Clover ice-cream was served to |
radi-| students at lunchtime, black students boycotting the
thich | company because of the alleged unfair dismissal of
ville. | workers in Maritzburg last year refused to eat it but
i some Indian students tucked in. |

One student said black students then “went on a |
mini-riot”, taking ice-cream from those who were |
eating it.

No one was injured, but late on Saturday slogans,
including some threatening ones, appeared on the
walls of a men’s residence.

Professor Mike Smout, UDW’s acting rector, said
yesterday he could not comment as he would only be |

able to look into the matter today. :
Mr Nefan Naidoo, chairman of the house commit- |

tee of the residence involved, said the conflict was
not a racial one.

In response to the Clover boycott, students had
decided unanimously at a house committee meeting

also to boycott the products, he said.
“But this weekend a handful of students who were |

less informed than others accepted the Clover ice- ‘

fillery
ﬁwgre
jries,

Tgan i-

¥

cream. That’s when the incident occurred.

“] must emphasize that the problems were not
racial. There were Indian and African students who
ate the ice-cream and Indian and African students

who opposed the eating of the ice-cream,”

He said most of the students’ insults were hurled
at the house committee
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yomen workers — the
entire staff of Mr, Roost-
er’s Crispy Chicken 1n
Wright Road, Sidwel]
were fired on Sunday

' The workers, who have
asked the Black Alled
Workers’, Umon of SaA
(Bawusa) to take up the

| matter, elaim they were
'} unfairly dismissed.

' The owner of the shop,
“MrS A Petrou, confirmed
- he had fired the workers

and , dectded to replace

Bawusa, sard the womer's
troubles started s1a%t
Thursday — pay day They
wanted to know fromiMr | -
Petrou, who recently took |

them with coloured staff
“They left at 12 30pm on
. | Sunday of their own after
s« | they refused to work and
_tried to be funny I had not
yet fired them The shop
« | was full at the time
¥ 1 T expected them ‘to
| come back on Monday, but
they, did not,” he sard He
n | was not prepared to re-
A1 hire them,
Mr Mbulelo Nzwanana,
general secretary for
e - - - by i h
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over the business, aboyt /
promises of-pay Increases
Mr Petrou told them the /
Increases would hg:‘gffeg- .
tive from May 1 '~
Mr Nzwanana said Mr *
Petrou employed two new -
workers at the weekend
and made ehangei which
his old staff did:'not_wel- ]
come,
Shifts were altered and
the new time-table was
not clear on lunch times,
days-off and the next day’s
work schedule
Mr Nzwanana said Alr
Petrou was asked to ex-
plam the new trme-taple
‘and became angry
“They clamm he immed;-
ately ordered all six off his
premuses, saying he'had a
new _Ent;kifurce.” ‘
Bawusa 1s to follow up |
the matter, T
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JOHANNES-
BURG. — Accept-
able results saw
both earnings and
dividends a share
from the Tiger
Oats grou p a
shade more than
18% up for the s1x

months to end March 1987 com-
pPared with the same period last
year. ’

Earnings rose from 371e a share to
439c and dividends from 105¢ to 124¢

The main contributors to attribut-
able earnings were Tiger Foods with
R50,3m (previous year R43,2m),
Adcock Ingram with R5,4m (R3,2m)

and the Qceana Fishing Group with
R3,1m (R4,9m)

‘1~ The directors said. “Group turnover

] Tose by 13.9% to R2,1 billion and oper-

i

L
-
\{

1'sales of basie food commodities re-

ating profit by 20,29 to R105,3m

“Attributable earnings chmbed
18,5% to*R60.8m » - -

Discussing the subsidiaries, the
board said- “Although the 1nerease in

mained below the level of inflation,

Tiger Foods Produced a further sat;s.
factory improvement in results

“Margins have been improved while
close attention continued to be direct.-
ed to asset management

“All divisions 1n the Adcock-Ingram
have performed strongly and the ae-
quisition of the réemaining 40% in Sa-

bax Limited has had a beneficial 1m-
Pact on the results

“Improved pelagie fishing condy-
tions enabled the Oceana Group to

achieve creditable results in spite of
trade sanctions

“The group has maintained its
strong balance sheet and the recent
announcements covering the price of
commercral maize will help the group

contain inecreases 1n working-capital
requirements ”

Looking at prospects “Jt 1St antici-
Pated that the rate of increase In earn-
Ings for the full year will at qust bq
maintained at the level achievad m’
the first six months ” |

&

Capex was cut by*more than 50%
from R74,8m to R345m and capital ,
commitments from R39,1m to R18,7m.
- Sapa S
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SQUIRES Foods will become a R300m W_E:...

. dtvisions operating’ in film-and TV produc- mgher at 43c a share , ‘. ' | “
with estumated attributable earnmngs of - tion and distribution, einemds and video dis- .. . Kerzner, said that in. the, medium: term
R154m a year, m the wake of a reverse . Squires shares will be 1ssued for ' Satbel’s tribution and restaurants . .. - . there should be sigmficant benefits from'the
takeover of Satbel Investment Holdmgs . 65% in Mike’s, " - S “The company will have a ne name-But * °’ growth, opportunities resulting from the
Kersaf anmma_ﬂmnﬁ MD Sol Kerzner last .. *The mmnority shareholders m Mike’s will we do not have 1t yet, The name will'be oné , ' amalgamation’ R
mght announced’terms of an agreement be-  be offered 120 new ma__:umm shares for every Suitable for a broad-based SA lersure group,” . . The various bustnesses ‘will -continue tfo
tween Satbel — held equally by Kersaf and - 100- _Ewm_m shares held. The acquisition of Kerzner said. T e, owm_..mﬁm under. their current names:’ Squires
Federale Volksheleggings — Squires -Foods Sdtbel will not be conditional on.the imple- The deal will have only a:minor effect on «« Loft,- Mike’s Kitchen, Longhorn, RJ’s. and
and Mike’s Kitchen to amalgamate thecom-  mentation of the prosposal to Mike’s minor- the earnings of Squires, which, 1t is estimat- . - Captain Dorego., , . .- TR
pames from .HE_w -1, . Jides L Lo T ed, will increase from 9¢'3 sharé:to<9,3c' . * Satbel- controls. the Ster Kinekor, ,grou
The deal wll! be consummated by the . After the transaction, the 1ssued share Their net asset value 2. share, * however, and Toron.International,” which  owns T

2

15sue of 135 086 100 new Squires shares Of capital of Squires will nerease to 166-mil- should rise sharply by'71% to. 36¢ from 2lc.’ " studios, Irene Film Laboratories and Com-

Business Day Reporters

these, 127.286100 w1l be 1ssued at a valye of lion shares from the current 26713 900 For the minorifies 1n Mike’s, 'the; deal:is . * putickef. el TR S
R210m for Satbel, excluding its interests-in . Shares, | * SR S A beneficial, with earnings rising 23% to.111¢ - *'The histings of Squires.and Mike’s’shares.
Mike’s Kitcheti'iThe balance of 7.8-million. ¢ 3;<The new company will'have three major 5 share from 9¢ and'with net gsse Value'79%. *-'an’the JSE.will fesume today? - Faie
R Sy et e IR, L T T e T e R Y N T S TR L e P Dyl I L L g A D
o i : e e R )




“JOHANNESBURG. —

Better margins and a
lower effective tax rate
resulted in Imperial
Cold Storage (ICS) in-
creasing profit after tax
by 102% on a 12% better
turnover for the six

' months ended March 31

:

compared with the same

. period last year.

The interim report

» Shows after tax profit of
' R16,6m (R8,2m) on turn-

over of R788,4m
(R702,1m).

Profits from associat-

ed companies were also

higher and attributable
earnings improved by
122% to R17,8m (R8,0m).

Earnings per share
were 66,2c¢ (29.8¢). The
interim div was in-
creased by 30%s to 13c
(10c). — Sapa

m
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By DICK USHEK,
Labour Reporter

RADE unions are concerned

about the lengthy delay mn an-
nouncing the new owners of Robert-
sons.

The sale, which was “quite precip-
1tate” according to a management
spokesman, has also left the compa-
ny i a difficult position because 1t
15 under pressure from two unions
for information it either does not
have or cannot divulge until the new
owners are disclosed

The company was South African-
owned until bought by the US multi-
national Corn Products Corporation
(CPC) 1n 1964,

Its sale to unnamed South Alrican
buyers, acting through Rand Mer-
chant Bank, was announced from
the US on Apnil 1

Robertsons has two plants, one 1n
Alrode, Transvaal, orgamsed by the
Chemcal Workers’ Industrial Union
(CWIU) and the other in Durban i1s
organised by the Food and Alled
Workers’ Union (Fawu)

Workers at Alrode stopped work
the day after the announcement

EY tage

X the following day
when management agreed to a joint
meeting with the umons, to give a
written undertaking that pension
monies were safe, to give each
worker a statement of monies being

held on their behalf plus interest,
and to report back as soon as pos-

sible on if and how pension monies
could be withdrawn

These were followed by a further
hist of demands relating to the sale,
including one that CPC pay all
workers a bonus of one months’ pay
for every completed year of service

At a joint meefing company re-
sponses to the demands were tabled
The unions found these
unacceptable

A press release from the Congress
of South African Trade Umons, to

which CWIU and Fawu are afliliat-
ed, said “From the meeting 1t was
clear that company representatives
either did not know who the new
owners are or were for some reason
refusing to divulge this information

“We can only speculate that there
IS a conspiracy mvolved

company ?-

“We get the impression the sell

out was a case of ‘take the money
and run’”

Mr Charles Henzi, human re-
sources manager for Robertsons,
sald they were not able to divulge
most of the information requested
by the umons because this was the
prerogative of the buyers

“All we know 1s that a group of
buyers acting through Rand Mer-
chant Bank has bought 100 percent
of SPC’S South African holdings,” he
sal

“But the basic position 1s that the
legal persona of Robertsons has not
been changed by the sale, therefore
nothing else has changed and all
agreements and contracts entered
into by Robertsons are still vahd
and binding

“This covers all aspects of our op-
eration from pensions to union
recognition

“Nothing will be changed without
negotiation with the unions”




ed 1t would do well (see Current affairs)
There 1s hittle doubt that white parhamen-
tary politics will be a whole new ball game
when MPs get back to work on May 18. It 1s
unlikely that the swing to the right will slow

down whatever new “reform™ plans govern-

ment may have had iy mind before the elec-
tion, S |

Apart from the 15 Transvaal seats the Cp~
won from the NP, there are another 20 seats
where the NP majorities over the CP or the
combined CP-HNP total was less than
1 000, and seven seats where the NP’s win-
ning total was actually less than the com- |
bined total of the two rightwing parties This
effectively means that the majority of white
voters 1n those seven seats are to the right of
the NP

Among the NP losses to the CP w
seats of Agriculture Minister
Wentzel (Bethal), Deputy Land Affairs
Mimster Ben Wilkens (Ventersdorp), and
Deputy Development Aid Mimster Hendrik

Tempel (Ermelo) Wentzel 1s the first Cabi-
net mimster to lose his seat since the NP won
power 1n 1948 Deputy Foreign Minister
Ron Miller lost hus seat to the PFP, but 1t was
a seat he won as a member of the NRP
before crossing the floor and was never re-
garded as a safe NP seat

It was hardly consoling for the NP that it
regained 10 seats from the CP The seats
were all held by NP members before the CP
split frorirthe NP in 1982 afid were regarded
as fairly solid NP corstituencies
It 15 also no_eonsolation that the NP re-

It seems certain, therefore, that if the CP
and HNP had been able to patch up therr
policy feud before the election the rightwing
groups could have won more than 30 seats
and possibly as many as 40

Cape leader Chris Heunis, 2 shaken man

after being humiliated by Worrall, must now
} have hittle hope of taking over from Botha
Transvaal Nat leader F W de Klerk, 1n spite
of his own tough fight in Vereemging (ma-
jority down from 4 202 1n 1981 to 1 524) and
yeparty’s setbacks 1n s province, takes
over as the only leading contender for the NP
throne
On the left of the government, the PFP
seems set to take a back seat It lost at least
15 seats 1t was sure of winmng and has
| effectively been told by white voters for the
second time that they are not interested 1n 1ts
anti-apartheid policies unless it has a con-
vincing alternative to offer
One way for Botha to show he 1s serious
about reform would be to approach Worrali
and Wynand Malan to join the Cabinet. It
| would also be an intelligent way of protect-
g his left flank
| But we don’t believe he 1s up to 1t That s
why he should go now before triumph once
again turns to mertia |

FEDFOOD

Asking for

Among the changes that have been sweeping |

through the Federale Volksbeleggings group
is a shake-up 1n the R1 billion food subsid-
iary Fedfood. The share price cracked sharp-
ly after the sudden departure of top manage-
ment last October (see graph), but has been
recovering steacily ahead of improved earn-
ings expected to be announced 1n a few
weeks |

When MD Johan Louw and senior execu-
tive director Francois Rossouw left, Louw
was replaced by the lower profile Sias du
Tout, formerly chairman of subsidiary Nola
Industries, who was appomted executive
vice-chasrman of the group. There have so
far been few really overt signs of the effects
of the management changes Nor have re-
sults released recently giver sharcholders
much cause for excitement Interim figures
for the s1x months to end-September showed
earnings a share down by 3% to 34c and the
dividend cut by 17% to 10c

There are, however, indications of better
prospects for the second
half, given developments 1n
the group and in the market
These include improved lev- &
els of profitabiity in the A,
group’s companies, better

consumer demand in
some market sectors and,

of course, lower interest
rates,

“For the past two
quarters all Fedfood
companies have been
making profits,” says
Du Toit “That 1n-
cludes even our fish-
ing operation in South
America Twelve and

‘#h

550

580

600

more

Fedfood’s share price plunged after sen-
ior management suddenly left last Octo-
ber. It is recovering ahead of expected
improved 1987 results — but manage-
ment is focusing attention on the long-
term.

six months 2go we had several loss-makers
Riviera was a big drain, Fedbisco was losing
money, and six months ago Table Top was
too ”

Food markets are showing a more positive
undertone, particularly in areas that are
directly responsive to retail food demand,
although demand has only recently started to
improve Most of the manufacturing oper-
ations are still well below capacity

Important as sales volumes are in the
capital-intensive food industry, thin trading
margins have become probably the biggest

agoing

Fedfond vs Fo

Index

2o
) @

single profi essant for any food manu-
facturer Administered prices help to re-
strain margins of some high-volume and cap-
ital-intensive products, particularly in the
milling operations And a wide range of the
food groups’ products are under pressure
from powerful chains 1in the wholesale and
retail sectors.

Until there 18 a sustained rise 1n consumer
demand, the best prospect food groups have

for boosting profits 18 to concentrate on mar-
gins That largely means getting efficiencies

and productivity up, carefully assessing
product ranges, and avoiding destructive
competition 1n food manufacturing and dis-
tribution operations

Du Toit, an accountant by traiming, has
focused attention on these problems More
emphasis has been placed on systems 1n the
group, and he believes this has enabled more
{ decentrahsation of management responsibil-
ity and more scope for motivation and nitia-
tive at divisional level

Despite pressure from infla-
tion, stocks and debtors have
been reduced This should help
the results for the current six
months, but may not be visi-
ble for too long n the ac-
counts, as Du Toit notes that
demand for working capital
1s rising The fishing opera-

tion, for example, has
had good catches

Moves to rationalise
operations and 1mprove
margins in Fedfood —
and elsewhere in the
industry — occurred
several months ago 1n
the frozen {¢ods divi-

T

Jan ﬁﬁr Jun  Aug WNov Jan :Mar




store n Johannes
Two more stores 1n the PW

V will be Opened. this
' year and MD Geoffrey Topo] says the |

ong-term goai
1S to develop Jack

pot into g large chain, possibly even
bigger than Juiey Lucy itself
Ny m
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From MERVYN HARRIS

C G SMITH shares advanced 75¢ to a
new peak of R41 yesterday, ahead of
glowing results for the half-year to
March
Earnings a share climbed 439,
121,8¢ to 174.4¢ ind
:;b ggtsa 25% rﬂséﬂ 1
62,6¢ (50c).
. Q}I‘h $
t

from
shareholders are
1nterim dividends

| .
| Y

' € results are significantly better
han expectationg at the beginning of
the year when chairman Warren Clew-
low forecast g reasonable improve-

ment 1n earnings

base in lagt year's second-half apd
that growth 1n the same perjod this
year will therefore not match the 43%
first-half Improvement,

Tiger Qats

| The fine interim performance came
in the wake of g sharp mcrease 1n the
contribution to earnings by all major
subsidiaries, Improved operating
margins and a lower interest bjlj
The 48% growth to R45,4m (30,7m) 1n

CG Smith
Sugar, Tiger Oats and its subsidaires,

f*\_“_ﬂu{ﬁi;dg_‘u__

Adcock Ingram angd Oceana Fishing,
again turned i1 creditable results

Nampak increased its contribution
to earmings by 34% to R30,5m (R22,8m),
while Romatex boosted 1ts contribu.
tion by 167% to R5,6m (R2,1m)

The improvement In margins en-
abled operating profit to rise 33% to
R3086,6m (R230,3m) on a 159 INcrease
in turnover to R4,16 hillion from R3,6
billion 1n the same period last year

R290,9m profit

The 27% reduction 1n the interest
bill to R45,9m (R63,1m) reflected
lower borrowings and
But th
Investment 1mcome to
R30,2m (R35,3m)

This left pre-tax profit 44% higher at
R290,9m (R202,5m) This was partly di-
Iuted by an Increase m the average
rate of tax from 40,3% to 44% Taxed
profit was consequently 34% up to
R161,5m (R120,9m)

A relatively lower sitce to outside
shareholders Improved growth to 43%
at the attributable level from R57,1m
to R81,7m

Strengthened with gearing down and
current ratios stronger

The performance augurs well for
Barlows when it reports on Monday

—_— - _ﬁ_n_nltl _ ,§ “nnt]n
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FEDFOOD has
. bouriced back from 1n-
terim constipation
with earmings a share
up 12% to 103c from
92¢ for the year to
March

However, the earn-
ings recovery, which
falls short of real
growth by 6%, may
fa1l to satisfy nves-
tors who have bid the

share up 58% to 780c from 495¢ 1n the last | DAVID COHEN |

six months for the yéar, all substdiaries, including a

" Despite 12% earnings growth, the total
* rationalised Table Top, had traded prof-
dividend has been mamntamed at 32¢ & jiapjy in the last siX months

_share, with the final dividend up 2¢ at 22¢ The group's balance sheet remains

.a share Dividend cover 1s up 3,2 times sound, with gearing down 4% to 28%

-from 2,9 Fedfood CEO Sias du Tout says
he would like to see cover increased o 4 gi:“g‘f%lﬁl :;‘d current ratios maintamed

times i the next o years A change n accourting poucy [ G
dad y & P treatment of foreign exchange gains and
id not contribute towards group profits  yocces — whereby gains and losses are
included 1n the income statement in the
year mncurred — reduced the net worth of
the group by R4,4m, but had no effect on
current earnings Exchange differences
were previously amortised over the term
of the loan.

- The 8% mcrease 1n turnover 0 R973m
(R902m) was achieved despite the dispos-
_. -. | 2l of two subsidiaries mn the latter half of
g X 1986, as well as strong competition and
e jow prices In the frozen food sector.

; ) Looking ahead, Du Toit says group
‘ p _ profitability depend to a large extent on

LFEL e

Dally —losn

s e - “
¥ , ; beprpent=  the fortunes of Table Top and economic
. recovery
]
¢ o oaf L
)
i
!
W
]
¢ .
P
I
L Ty
I
¢ ;|'||I| -
b -
Lot
l# ¥ Hk_, *
PR
o
t 4|
1
¥
* 'If..i!|r LA
"'I‘-‘ﬂ'hﬁ “—
4
. ov ot A
1,
L - a
,..*:r 1. :
i L -
ad e
'.]1.4 LR i
" o A
AR
t .I'-...,':"'"nﬁ.-f
e
"i"'-l-ﬁ:-""“
A o T
':;"-..f:'_“',;.,"
4 ::hi ..-l"'_ _:_
bt =
g .
Fl __I ~
Fi= B
] 'F:."P: ___
AL AR
T oupth T
1 __Lf- - —
A -
I i‘T
ol DT
.|-|-l ‘.h":'r —_
T4 b -
T } Y Tdn —
Ir "
l‘ —
— ,,Hlif‘!h'ﬁ’ -
'* "# Jj!.n!'ﬂ-ﬂ-
\ . e o
| 3 r1r_:~'|rj M‘f -
r - - —
- a
"‘3 . v mumm
{r :Pt; P -
", ‘I -
t : I‘||{;-- il:ﬁ" '-‘_. -
* ” I;“’}‘Lﬂ. - —
v - +"’" 1 .
'I;{f'l.-ll -
] e —
. T
' L S
H*#?-E-Fj [
11 L 1,",“1 . s vV . el L
{ I -
B ]rr-r.',_ -{:"* r Pt f S .
# v ) ML i M ——
,l'}‘*rtﬂ:, X F‘-‘Er )
g, k k| , " ':['Jlm ﬂ.lr .-'-'ri"

[ & 1 1 o

L { I_-I- - T 1
“‘;"ﬁ;ﬁ. i’fﬁ‘mﬂ‘i"“—p t‘z..]' ¢ h"f:l i~ } %1 w y T -
= - Fpfiml AP
£ Lo fﬂ - -

L - J—
) e o -



—_r—r

Business Report

Earnings a share up- 12%y

"
»

Fedfood

e = -

but no real growth

Own Correspondent

JOHANNESBURG — Fedfood have
bounced back with earnings a share
up 12% to 103c from 92¢ for the year to
March

However, the earnings recovery,
which falls short of real growth by 6%,
may fail to satisfy investors who have
bid the share up 58% to 780¢ from 495¢
1 the last six months

In spite of the 12% earnings growth,
total dividend distribution was main-
tained at 32¢ a share, with final divi-
dends up 2¢ to 22c a share According-
ly, dividend cover rose to 3,2 times
from 2,9 times Fedfood CE Sias du
Toit said he would like to see cover
Increased to four times within the
next twuéyears

Y s wT:sabquTop

Du Tnpitjfgﬁgf‘lgx . tHat: although _some
companies.did;
group profits for the year, all subsid-
lariessincluding:a rationalized Table

Top, hdd!traded: profitably in the’ldst"

siXx months' s, sior 7
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A change in the group’s accounting
policy regarding the tireatment of
foreign exchange gains and losses —
whereby gains and losses are 1nelud-
ed in the income statement 1n the year
incurred — reduced the net worth of
the group by R4,4m but had no effect
Oon current earnings Exchange differ-
ences were previously amortized over
the term of the loan

R973m turnover

The 8% increase in turnover to
R973m (R902m) was achieved 1n spite
of the disposal of two subsidiaries 1n
the latter half of 1986, as well as strong
competition and low prices 1n the fro-
zen food sector

Looking ahead, Du Toit said group
profitability depended to a large ex-
tent on the fortunes of Table Top.and
the recovery of the economy.~”- -+~

*Fedfood, last year.ranked.46th.on
the JSE 1n terms of total assets, and
which employs 14 600 people, created,
few employment opportumities 1n the
last year 1Y
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COM lJ:'ANIES

closed today by

Tony Bloom, 1n
report for the year

They amounted t
for Ovenstone Gro

the chalrman, Mr
the Prelimnary

to March 31

0 R46-million
up, the main

company, including R37,7-million

write-offs and R4
holding company,

-miliion for the
Ovenstone p-

luding R32,7-million

Ovenstone’s losses, peakeg at
Eroup’s fishing interests but the R133-million during the year and
prelimmnary réport still gives no have been trimmed from this
clue to what Premier wij} pay “dangernusly high figure” 1o R43-

million — “4g477 Unacceptably
Shareholders will have tq wait high”, says Mr Bloom

untll after Premjer publishes its

results before they learp how Interest absorbed more than
much they will pe offered for Rs-mj]hﬂn of eaeh cumpan}r’s

their shares profits, though ths was about

The more than 8000 sharengig. RL5-million Tess than mn 1986
€rs have beep told they may elect Earnmgs neluded only six

to erther hold op to their shares )

. months’ profits from the hived-off
SWap tthem fgr Iﬂ::r eruer shares or construction, property and home.
CCEPL a cash offer building compan;es which made

The year was undGUhtEdI}’ the prﬂﬁts of 61.110,5'1111111011 bEfﬂI’E thx

worst m the group’s history, says in the 193 year.
Mr Bloom, who blames losses by
overseas fishing Companies and  After allowing for this, Ov-

t group’s Carnings a share plunged
Premier wir ¢ and high nteres from 64c to a loss of 11,8¢, while

O1l’s €arnings fell from 71c to a
Borrowings, a major cause of 15,1c loss,

— —_—
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ecord payout

JOHANNESBURG — Premier Group
chairman Tony Bloom said yesterday
at a press conference that “by any
standards Premier has enjoyed an ex-

cellent year in the 12 months to end-
March”

Profits before tax increased by 74%,
and profits after tax attributable to
ordinary shareholders by 55% to
R148m Both were record figures

Earnings per share rose a little less
by 43%, because of the dilution
effected by the preferred ordinary
shares which were 1n 1ssue for 2 full 12
months In the previous financial
year, only 3'/z months were taken into
account.

The increase 1n sales was 17% on a
strictly comparable basis after elima-
nating the turnover of operations dis-
posed of or closed down This 1s rough-
Iy 1t Iine with inflation

Volume drops were experienced 1n
maize (6%) and vegetable o1l (4%),
which Bloom found worrymng as they
are both basic staples and indicate
that SA still has serious unemploy-
ment, poverty and malnutrition.

Competitors’ results show that this
can be taken as an industry trend

With one exception (Ovenstones)
every division and every investment
mmproved 1its performance,

Premuer Food Industries was the
star, turning in profits way 1n excess of
last year In its portfolio, all the major

,divisions did well to better previous

figures

Said Bloom “I am delighted with
Premier Food- Industries’ perform-
ance It vindicates the statement I
have often made that we have excel-

I
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lent management, in most-Cases the
best in the industries concerned ”

Working caprtal increased by only
R2,6m, some R42m ahead of budget
Also, capital expenditure was well
within budget

Premier’s major investment 1n SA
Breweries (SAB) again proved 1ts
worth. SAB 1tself posted a 36% in-
Crease 1n earnings per share, and 1n-
creased the dividend from 37e¢ to 50c.

Edgars group, Amrel and OK Ba-
Zaars were ahead of expectations

Southern Suns 1s still struggling —
but some light 1s appearmng as occu-
pancy rates are hmgher

CNA Gallo had an excellent vear
Earnings 1nereased by 62% and the
company 1s poised for further growth
Doug Band has heen appointed group
Mmanaging director in suceession fo
James Mackness, who wil] retire at the
annual general meeting Mackness,
however, will remain on as g2 non-
executive director

Gresham, the group’s listed whole-
saling arm, also performed ahead of
expectations.

“From a company heading towards
liquidation, we have transformed it
into a healthy group of companies pro-
duemng a profit of R62m after fax,”
says Bloom

Frayedps T

“Prospects for the group for next 1'

year are encouraging

“The group is budgeting for further
satisfactory earnings Income, but this
wHI depend to a great extent on rela-

tive political stability and reasonable
Industrial relations » — Sapa_~
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Squires-Spur

SQUIRES Foods and Spur Steak
Ranches have walked away from dis-
cussions over a possible rationalisation
of interests in the wake of the Spur
decision to proceed as planned with the
listing of Spur Holdings on June 4.

However, Spur directors have ad-
vised shareholders to continue to exer-
cise caution because the group 1s still
involved in other discussions which
could affect the share price.

Kersaf, prompted the recent
Mike’s Kitchen deal, hoped to absorb

L - -y T e W R A o
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Sspur and the four Spurhold restaurants
(Spur and Hardrock) mto its leisure gi-
ant by am}mrmg 1t through Squires on
similarly favourable terms.

Spur MD Allen Ambor said yester-
day: “The main stumbling block was
that they wanted to proceed with the
acqusition of the Spur group right
away, whereas we could only proceed
after Spurhold’s listing on June 4.7
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Kersaf deputy MD Ian Heron said:
“Talks were very amiable, but the
Spurhold listing proved too much of a
complicating factor.”

Spur’s share price, which had risen
sharply from 160c on the back of ru-
mour, yesterday fell 15%, shedding 30c
to 170¢ to record the day’s second- big-

gest fall ahead of the announcement.,

Brokers attributed the drop to market

sentiment that the deal would not be as

:.‘;vo:drable to Spur as originally pre-
icted.




CP Reporter

[ EBAKA Bakeries, 4 wholly black-
owned bakery group servicing the v hole
ol Lecbowa and surrounding Northern
I ransvaal, 15 to seck a listing on the
Johannesbure Stock Lxchange, the com-
pany’s chairman, Prof Pothinus Mokgo-
kong, has announced

Hili Samucl, merchant bankers 10 the
1ssue, said the histing would be by public
and prefercntial offers for the sale of

H_ﬂ

Jhares 1n 1 ebaka, the trnover ol which
had reached a record R32-nuliton in the
year ended March 1987

Subject to approval by the JSE, the
public offer 15 expected to open in mid-
June and the hsting 1o bean mid-July

Mokgokong saud | ebaka used up-to-
date baking equipment and that two of 1ts
bakeries were equipped with large 510
jor Tlour storage

The combined output amounted to
- wome 200 000 loaves daily,

requirning 120 tons of flour

[ chaka serves the whoic
of Lebowa from five bak-
cries stategically situated
a1 1 cbowakgoma, Moko-
panc, Scshego, Sekhuk-
hume and Bushbuckridge

A sixth bakery 15 cur-
rently under construction
at Bochum and a seventh is
being planned for Tubatsc

When these two bakeries
are completed, total capac-
1y 1 expected to ncreasc
by about 15 percent

The history of Lebaka
gocs back 10 November
1975 when the company
was founded as Gurdara
Investments In November
1978 1t wasy converied into
a pubhc company,undcer a
new name — Seshego Bak-
erics .

This name, in turn, was
changed to Lebowa Bak-

eries in October 1979
1  As at March 31, more
than 600 Lebowa nationals
held about 44 percent of
(he tssued share capital of
the company

ebaka's producls are
distribnuted by its flect of
107 trucks, which make
danly deliverics on a cash
basts to rural arcas of
l.cbowa

I"urther information will
be available once the pro-
spectus 18 pubhshed. bul
l Mokgokong said that at-

i11butable carmings had ri-
| ven about 92 pereent Over
the past five years to R2,4-
million

Mokgokong said  “Be-
cause we cater for the sta-
ple tood needs of the entire
population of Lcbowa, our
profits have shown 4 hgh
depree of resilience 10 ad-
verse  cconomic  condi-
tions
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Workers fired
R . . i

for singing . :
ABOUT 400 workers had been fired from ;
Delmas Chickens 1n the Eastern Trapg--

, vaal after workers began “singing, dan:;
' cing and shouting”:last week Instead of ’
doing their work; Food and Allied Work-:
ers’ Union spokesman George Nene said !
yesterday * g
But Delmas ' Chickens MD Tommy
Bosman said 91 workers were fired from
the evisceration section of the factory
. and the remaining members of the 400-
strong workforce were fired after walk-
Ing out 1n protest , A1
Bosman said “My birds must'be pro-
cessed under hygienic conditions gnd
'you cannot have behaviour like that -
He said the company had agreed yes-
« terday to take the workers back on con-
dition disruptive beliaviour stopped —
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has con- MERVYN HARRIS
55¢ a share,

t venture

. up 1ts 1M a join La Ba- The acquisifion W
= buy1ng Bakoved following the purchass of La the 1ssue of 4850
. Bakeries from %v:gn 8 Ires al 45c 2

(Transvaal) from  guette by Metro
epresents a multip

Desm ﬂﬂd F IShEr Prmler erlmg
urchased\Ogymes projected earmngs and 18

e Family Holdng Metro Bakeries was
with effect irom Venture (pjapltal, a equal to net asset value.
b eary o Life Tnsur-\ b%];tkugen “hawman Desmond

idiary of Southern : ]
Sub . i1l hold 34% of the joint * ycher said yesterday We are

addfltlmfl v gl; ng:g; ance, a0C ¥ il have a h tion an
consists Of 2 1€W ' ro while Bakoven will Bave jeased, with the acquistt
Jwere not mecluded 10 the EEE,}:“E P rolling 1nterest-1n the gxpe % fo expind La Pagqptte and

Bakoven OBETELIC” cli:éed un-

original flotation of ‘Bakoven  coniure ven Ope hares
n will mcrease Bakov 4 age after X1s-

These stores have now iheen
of L The acqusitio ) es,
ings a changed esterday a
Cebpuar t% a{‘:eak of 60c . May.

Il.':’.atwﬁ};g’m with o0 £ Bakoven's forecast
B .n and La Ba uette shops share for the year to Febr
B * - ® E/_-—J =t

terests by  have been put {0
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& wrkers Stnk

Own Currespnndent

3o
JpHANNESﬁURG —_
About 1000 Cadbury
workers 1n three’ prov-
1inces went on strike yes-
, terday, prutestlng
against the icompany ’s
decision to sell its fleet
. to, outside cartage con-
) tractors as a cost-cutting
| ¢ measure g 4
-A statement released
/by the Foodsand Allied
‘ Workers’ Unmn (Fawu)
yesterday .said ¢the sale
! of the veh1qles would
: render 52 drvers and
. van assistants fredun-
, dant from July 10 |
l:"‘Cae:ll:uullc'z,r s‘“*general
. *mana ger, MriJohn.Per-
| [ L ,rot#said from?P ort Ehza-
; beth “We had negofiat- .
| f ed that no pepple would
| r .10§E118bs as. th”'* cartage
| € coTipanies Wwo % d? take
| over the wor “f%“
) | whe problem Wasthat °
. Cadbury was paymg a
| , higher rate.” --

|
|
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CP Correspondent

CONFUSION has arisen over the retrenchment of 26
Food and Allied Workers’ Union employees at Johan-
nesburg’s Nutritional Foods on March 13,

The company has allegedly proposed to re-employ
some of the employees by sending letters to their
homes asking them to return to work.

According to a Fawu spokesman, Nutritional
Foods was delaying the recognition of their union

despite the fact that they commenced correspondence
-with the company in August last year.

" *They told us that we were not 2 registered union
but, after acknowledging that we were, they engaged
delaying tactics. We even sent our stop-order forms to

prove that we possessed a majority affiliation at the
- company., .. * .

| - “Instead of negotiating with us, they decided to

carry out the retrenchments withoug consulting us,
We have written a letter to them for a meeting which
had been scheduled for Tuesday, but they never
responded,” said the spokesman.

So far two of the employees have gone back to
work. The two are alleged to have been those who
were retrenched in April because they had reached
pensionable age.

* 'They were taken back on the understanding that
they were only being employed on a temporary basis,
- One employee, who arrived back on Monday from

1 _the rural areas, said he got a message that he was

wanted back at work.

When City Press contacted K Morris, the manag-
ing director of Nutritional Foods, he said: “We have
taken the matter before the Industrial Court for a

settlement. They have not yet informed us of the date
of a hearing,”

*
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Juicy Lucy to buy Cape Town proper

T 1 ™

JUICf LUCY SA 1s to acquire The Car- ease net asset value by about 13c a

ousel, situated on the Sea Point Pavilion are Future contributions to profits

in: Cape Town, for R1,4m. hould be significant, according to Jona-
The fransaction will be settled in cash than Bader & Associates

LY ¥4

| and;by meéans of Jwicy Lucy shares, 1n a w Negotiations, announced on June 4,

proportion to be agreed are still i progress and shareholders
The acqusition will add at least 2¢ t should contmmue to exercise cautjon
earnings in the current year and in- trading of their shares
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- Milly’s

L o

Caro

sold to Juicy Lucy

MILLY’S STORES LTD, the Cape-

expanding wholesale division.”

based bakery and convenience-foods ’ Bruchhausen said trading from the
store chain, has sold the Carousel com- - company’s existing stores in Clare-

plex in Sea Point to Juicy Lucy for
approximately R1,4m,

The company has also disclosed that
it is to open two new stores within the

next six months. e !
Commenting on the new develop-.

ments, Milly’s MD Michael Bruchhau-
sen said the disposal of the Carousel,
subject to certain conditions, would
enable the company to focus on its

traditional business of food manufac-

turing and food retailing through its
convenience-store chain.

“This is in line with our overall op-
erating strategy, which has now been

focused on organic growth through the
opening and acquisition of new
stores,” he said.

“The funds raised from the sale of
the Carousel will not only enable us to
accelerate our planned expansion pro-
gramme, but will also enable us to
boost production to meet the demands
of the new stores and of our rapidly

mont; Mill Street, Sea Point and CIif-
ton continued to be highly satisfactory
and mgore than justified the board’s
decision to concentrate on developing
the branch network. -

* *“Qur immediate plans include the
opening, on August 3, of a new store on
the KForeshore, with a further store
trading in the northern suburbs by QOc-
tober. Both outlets should make a ma-
terial contribution to profits during
the current financial year,” he said.

Bruchhausen said he was extremely
confident of the group’s prospects.

“Further, the acquisition earlier
this year of the Deli’s food factory gave
us the additional manufacturing capac-
ity to eliminate the need to buy out
during peak periods.

“This, coupled with the cash injec-
tion from the Carousel sale, means we
are now ideally positioned to achieve
our target of 10 stores in the group
within the next 12 months,” he said.




THE Supreme Court will rile this mortitng
on whether shareholders’ meetings called
today’to approve a Premier Group offer of
a possible R153 mallion for the Ovenstone
Group fishing interests may go ahead
An urgent.application for an order ad-

journing Em.mﬁEMm called for shareholders
of Ovenstone’' Investments-(OIL) and Oven-
stone Group (Ovgroup) was brought yester-

. RN

panies _ 1) ,
- - The applicants also seek an order 1nter-
dicting the Premier Group, OIL and Ov-
group from voting on resolutions approv-
1ing the deal — which includes the
acquisition *hy Basil Starke Holdings of
Premier’s “shareholding 1n OIL (for pur-
poses am,mm_“ﬂw to a stock,exchange listing)
and the ‘acquisition by Premier -of Basil
Starke’s construction and general eng:-
neering assets ‘

An order 1s also sought amn_mumﬂm 1nvalid
and 1nsufficient a ewrcular about the deal

sent to shareholders, and compelling Ov-
group S“ supply to the applicants full de-
tails about thejr fishing interests within a
week, i m.ﬁﬂr.w ..wm.

The appl cants — Mr Jack Walsh and Mr
Pieter van Rhyn of Somerset West, and
Rabbel Invesiments Closed Corporation —
argue that, as counsel put it, “there 1is

- 13
.day by minority shareholders 1ff both com-s *

ﬂl

T

,and the inference 1s that Pre

skullduggery” in Premier’s reluctance to
disclose what motivates 1t to expose itself
to an enormous level of debt and at the
same fime pay R17,5-million in cash for
something with a negative value of R5,8-
million on the latest available figures

They argue that a mooted offer that
bests the Premier offer by R5-million ean’t
be made-firm because Premier won’t sup-
ply the necgssary EmcH.Emﬁcm .This 15 =
<highly-.suspigiqus¥, “the- mﬁﬂﬁ%mbﬁ&mm%%

1er is not %

il

offering a fair price

L
- &

h Still solvent *

-

LY

In a nutshell, they say, minority share-
holders will be asked today to approve a
price for the Ovgroup fishing interests
without any idea of how the price was
determined

Premier, OIL and Ovgroup argue on the
other hand that OIL and Ovgroup are still
solvent only because Premier mounted a
rescue operation of which the sale of the
Ovgroup fishing interests 1s.an essentia
element T L

u.n 1
They say hesitation and reservation has
and continues to surround the ‘“better

offer” mooted by a company *“whose cre-
ditworthiness and capitalization ,are a
matter of total obscurity” e

The applicants’ mooted offer was
“brought 1n a cloud of dust at the last
moment” and backed only by an undertak-
ing for bridging finance up to R40-million
conditionally given by “a flirtatiously-
minded merchant bank” |

They argue that the circular gent “to

u.-.

shareholders, particularlyawhen reid with
I ContpleX set Of roportst .alsh sent to

.Sharehofders,
shareholders to exercise
informed basis

* They cite “a formidable array of men of
the first repute” — 1neluding the execu-
tive president of the Johannesburg Stock |
Exchange and the general manager of Hill
Samuel merchant bank — as sharing this
view,

The 1ssue has been posed by counsel for
the applicants during argument as “Is Pre-
mier stealing a bargain®” and by the pre-
siding judge, Mr Justice R Marais, as “How
far must a company go 1n indicating- to “
wrﬂ.mrcwamum what 1t sees 1h the crystal | |

3 3 “ . |

!

: 4
Mr G D van‘Schalkwyk SC, with Mr L, S Kusehke and
instructed by Sonnenberg Hoffmann and Galombik, ap-
peared for the applicants Mr M D Kuper 8C, with Mr J J
Gauntlett and Mr B Doctor and 1nstrueted by Routledge-
MacCallums, appeared for the respondents _

1s sufficient to enable
their votes on an

———



Ovgrou
stall meeting fails

Supreme Court Reporter

AN ATTEMPT by minority
shareholders to delay share-
holders’ meetings called to
approve a Premier Group
offer of a possible R153 mil-
lion for the Ovenstone
Group’s fishing interests
fatled in the Supreme Court
yesterday.

Mr Justice R Marais ruled that
Mr Jack Walsh and Mr Gert van
Rhyn of Somerset West and Rab-
bel Investments Closed Corpora-
tion had failed to make out a case
of either minority oppression or
fatlure to furnish necessary in-
formation

The judge said he could not
agree with the applicant’s sug-
gestion that they were entitled to
information sufficient to enable
them to make a counter-offer for
the Ovgroup fishing interests

‘““Applicants have rights as

shareholders They have no
rights as potential purchasers,

he said, adding that the informa-
tion supplied to shareholders
about the position and prospects

e~
af71/8 F

P-

of the company concerned was
“extensive”

Mr Justice Marais also said
there was no real evidence to

suggest that the Premier offer
was 1mmadequate or unfair

One was dealing not with tang-
ble assets but with expectations
and “the refusal of the parties
ctoncerned to say precisely how
they foresaw the future and
quantified 1t 1 terms of profit-
ability does not seem to me to be
sinister’”, the judge said

Nor did there seem to be any-
thing sinister 1n the lack of en-
thusiasm shown towards Mr
Walsh's somewhat tentative over-
tures

“1.est what I have said be mis-
understood, I should add this,”
Mr Justice Marais said “I have
not found that Premier’s offer for
the fishing interests 1s indeed a
fair offer What I have found 1s
that 1t has not been shown to be
unfair

“I should also perhaps add
what may be obvious The fact
that Premier has given comfort to
these troubled companies and
their creditors 1n the past does

m

Bic

¥ 4

@

not, of course, give Premier any
pre-emptive right to acguire the
Ovgroup fishing 1nterests for a
consideration which 1s less than
fair

“I'm sure that Premier and the
companies concerned apprectate
this But because of Premier’s
dominant position i1n the com-
panies concerned 1t would be
wise to deal with questions 1n a
way which will enable possibly
cynical and suspicious share-
holders to see that they are being
treated fairly ”

Mr Justice Marais ordered Mr
Walsh and his fellow applicants
to pay the costs of the suit, but
said it was not a case that war-
ranted three counsel Although 1t
was conducted in circumstances
of urgency the “factual ambit of
the case was not extensive and
neither was the documentation”

Premter, Ovgroup and OIL will
thus have to foot the bill for one

of their three counsel

Mr G D van Schalkwyk SC, with Mr L 8§
Kuschke and instrueted by Sonnenberg
Hoffmann and Galombik, appeared for the
apphicants Mr M D Kuper SC, with Mr J J
Gauntlett and Mr B Doctor and instructed by
Routledge MacCallums, appeared for the re-

spondents Pn .

-.--..i’I




Financial Editor

A MYSTERY backer — believed to be

a major Afrikaans institution — may
‘ provide the finance for minority

shareholders in the Ovenstone group
' (Ovgroup) to buy back the fishing in-
| terests from Premier group, which has
' gequired them for R21,5 million.
| +In a unique agreement, city busi-
' nessman - Mr Jack Walsh has been
' given seven working days to put to-
.gether a financial package totalling
+R125 million, '

" He told a shareholders’ meeting at
the Cape Sun yesterday that he was
confident he and his associates could
not only pay R28 million for the fish-
ing companies in South Africa and
Chile and repay a R34-million loan to
,them from Premier, but also provide
guarantees which would satisfy credi-
+tor banks overseas. .,
- Premier group chairman Mr Tony
tBloom, who is also chairman of Ov-
‘group and of Ovenstone Investments

M

-
Y

(Oil), gave an assurance that 1f Mr
Walsh and his associates could do this

within seven working days, Premier
would accept his offer and distribute
the extra R6,5 million paid for the
fishing interests between all share-
holders, including itself.

Meanwhile, the shareholders have
agreed to accept an offer which will
give civil engineers Basil Starke con-
trol of the company.

Under the offer, Basil Starke, which
wants Ovgroup only as a vehicle for a
listing on the Johannesburg Stock Ex-
change and for its subsidiary Premier
Wire, will sell the fishing companies
to Premier for R21,5 million.

The meeting at the Cape Sun was
held immediately after a'dramatic
11th-hour application to the Supreme
Court by Mr Walsh and his associates
to have it posiponed had been dis-

. missed with costs.

L1 Starke gets Ovgroup/Qil — Page 5
U Bid,to stall mgsting fails — Page 9
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Big Four dairies
to wait and see

Staff Reporter

PENINSULA milk producers
are adopting a “wait and see”
attitude towards the price war
promised by new competitors,
Homestead Independent Dairy

The new dairy was pubhcly
launched yesterday with prom-
15es of a competitive price poli-
cy 1n a free market

Mr Jan Kotze, general man-
ager of Dalryhalla i the West-

ern Cape, said his company
was not really worried by the

emergence of Homestead

“We are a big company, have
been established for a long
time and have survived compe-
tition n the past,” he said

“If they come into the mar-
ket at a significantly lower
price than us we might have to
react But I honestly believe
that a steep drop in prices 1s
not really possible and would
be to the detriment of the In-
dustry

"“HERE TO STAY”

“We know at what prices you
must operate to survive and
are not going to act on every
threat

"We are here to stay and
don't do things on the spur of
the moment

“Also, we don't serve just the
high-volume outlets, but con-
sumers such as hospitals and
old people to whom we deliv-
Er "

The general manager of an-
other large producer, Mr L S
du Plessis of Kaap-Sumiwel (for-

merly Van Riebeeck), said
there was always room for an-
other producer

“We will wait and see what

happens, but cannot do any-

thing until they are on the mar-
ket,” he said

“It 1s a free world and every-
one can do what they want™

“HARASSMENT”

The four Western Cape dairy
farmers behind the new dairy
claim they have been harassed
and threatened following their
breakaway from the ‘‘Big
Four” — Dairybelle, Kaap-
{ Smiwel, Union Dairies and
Joyce’s Dalry

They are Mr J P Melek, Mr

Chiis Starcke, Mr Andrew Mel-
hsh and Mr Pieter Nelson, who

farm i Durbanville, Milnerton
and Malmesbury Their part-
ners are three former execu-
fives from Kaap-Suiwel,

Mt Jacobs said that Home-

stead milk would be cheaper
than other milk but declined to
give the price

The company expects to dis-
tribute almost 10 percent of the
daily dairy product require-
ments of the Pemnsula It In-
tends to process 40 000 litres a

day from a new plant 1n Parow
Industria
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By JANE ARBOUS

AMID threats of legal
action and allegations

of intimidation, a
group’ of seven local
milk farmers and for-

mer executives of the
big producers yester-
day broke the West-
ern Cape’s dairy stran-
glehold to form the

Homesiead inugpen:

dent Dajry.’,

This 15 #ood news for con-
sumers, who will, have more
product choice at lower prices

Managing director Mr John
Jacobs, who declined to give
any more details of marketing
strategy at this stage because
of security, said at a press con-
ference yesterday “We have
beenh working to maintain our
suppliers’ anonymity because
of the aitempts to block our
entry 1nto the market”™

Thé new venture 1s the first
real ehink in the local process-
ing-distribution monopoly
which has quartered the Pen-
1insula into one-brand areas for

p .
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PRICE RISES
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.. The graph, of milk-price increases over the

past few years, shows the dispanty between payments io
farmers (groen) and the price. paid by cansumers (red)

the past 20 years and held con-
sumers to ransom with re-
stricted choices and repeated
price rises totalling 58,5% 1n
the past five years

Over the same period, farm-
ers received only 41,9% more
for their milk — 1n real terms,
10 cents a litre less than five
years ago

In July 1982 the difference
between the consumer and
producer price was 43% In
February this year the differ-
ence rose to 78%

The group also believes that
the consumer price rises — up
to three a year — have led to an

alarming drop 1n milk con-

—

llele——

sumption 1n the Peninsula

One of the farmers, Home-
stead chairman Mr J P Melck,
said “For us farmers, this 1s
one of the biggest days 1n our
lives We're going to turn the
bad 1mage of milk marketing
inte a royal one We want to
make the consumer our best
partner”

On the allegations of harass-
ment, Mr Jacobs said that
though the response from re-
tailers had been “quite phe-
nomenal”, some of the suppli-
ers were being pressurized not
to enter 1Into any agreements
with Homestead

Security had to be 1ncreased

week by week, particularly to
safeguard the farmers who
would have suffered severe fi-
nancial losses 1if the estab-
lished milk buyvers closed thelr
doors, as Mr Jacobs alleged
they threatened to do afler
news of the new company
leaked

Describing the reports of in-
timidation as “nonsense”, Mr
Louis du Plessis, chief general
manager for Kaap Suivel —
known commercially as Bon-
nita (formerly Van Riebeeck),
told the Cape Times that he
believed the market was big
enough for an independent

However, he confirmed that.

there was a possibility of legal
action against the farmers in
terms of the supply agreement
he said they had with the co-
operatfive

The move was welcomed by’

the Housewives' League and
the Consumer Council, which
have been concerned about
the lack of competition

The new products — to hit
cafe and supermarket shelves
by mid-August — range from
several types of milk to
cheeses, fruit juices and a
variety of yoghurts

O Dairy’s aims are quality,
low cost, see page 4
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‘Dairy Foundation made

an appeal last night to
sCape Town’s exsting
-.i;dairy Processors and the
‘newly-formed Home-
tStead Independent
Fairy not to fight 1ssues
(0n the basis of personal-
[ ity clashes, ;o

-4 Responding to yester-
day’s Cape Times report
+Of threats of legal action
and allegations of In-
timidation surrounding
the formation of Home-
stead, Mr Marius Krii-

we are talking free en.
terprise, the proof of the

bPudding js jn the eat-
ing.”

At Thursday’s press
conference announcing
the formation of the new
dairy managing director
Mr John Jacobs said the
names of suppliers were

not being released be-

‘cause of attempts to
block the new dairy’s en-
try into the market,

Mr Kritzinger said he
hoped Homestead would
service the home deliv-
€ry market and the
coloured and black mar-
kets .

L1l Milk: Challenge to
‘cartels, page 15
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Staff Reporter

THE cartel-busting mdepen-
dent Homestead Dairy will
offer milk at 88c a htre — a
10 percent cut on the ruling
price — for 1its launch on
Western Cape supermarket
shelves tomorrow. :

Pick 'n Pay has exclusive lo-
cal supermarket rights for the

tirst month, after which other
chains will be able to stock

Homestead products
But cafés and other small

suppliers will be able to stock
Homestead products from the
start

Prices include R1,15 for
950m] of fresh cream (normally
R156 to R1.62) and 38c for a
175ml fruit yoghurt (normally
from 54c to Hbe)

Price promise

The cream price has been
cut by 30 percent and yoghurt
by about 25 percent

' Prices are expected to rise

| after the launch but the dairy

has promised they will stay
well below present opposition
prices

Pick 'n Pay chief Mr Ray-
mond Ackerman yesterday
predicted “‘a hell of a price
war’

In opposition to the indepen-
dent are the established pro-
ducers — Kaap Swwel (for-
merly Van Riebeeck), Union
Dary, Joyce's, and Dairybelle

Broke away

The new company was
formed by four Western Cape
farmers who broke away from
the existing supply chain

“We want to do away with

the middleman system,” said
founder Mr J P Melck

A major competitor, Kaap
Suiwel, 1s not taking this lying
down

General manager Mr Lous

. du Plessis said “It 1s under-

standable that if we have lost
market share we must get 1t

back

- m IIIt I‘ H Hr“ “

-yl &

“Without knowing what
Homestead's cost structure 1s 1
can’t really comment on their
pricing

“Our own organisation views
price as Just one part of our
overall strategy

“We also have to consider the
quality of the product, service
and availability

“We will have to wait and
see 1f the new company meets
the necessary requirements in
these other areas”™

Mr du Plessis said Kaap
guiwel was iself a fairly new
company — having been estab-
lished 1 October 1986 and not
20 years ago as had been re-
ported

“We are restructuring, but of
course 1 cannot reveal at this
stage what our plans are "

- —r—— —— = - e — -
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By JANE ARBOUS
THE next shot in the challenge
to the great milk cartel will be
fired tomorrow when new
Homestead Independent Dairy
products land on Pick ‘n Pay
supermarket shelves — at
prices about 10% less than
those of the “Big Four™ local

producers.

42 T e

After securing an agreement to supply Lﬁmﬂi

the group, the breakaway dairy brought
forward its launeh date by several weeks
1n an atteript *¢ catrh the opposition dair-
ies off-balance 1n any planned tounter-
attaql, .
+  For “strategic” marketing reasons, how-
ever, details of the cost differences on the
range of products — from cheese to jogh-
urts and fruif Juices — are only expected
to be released today The Cape Times un-
derstands that they will average about 10%
cheaper
The agreement means that Homestead
producis will get equal facing on the
shelves and will continue to be scld by
Pick 'n Pay even if the long-established
producers react by undercutiing the new
entry into the market

‘Red-letter day’

Pick ’'n Pay chairman Mr Raymond
Ackerman predicted “a hell of a price
war”, adding that i1t was “a red-letter day”
in consumer history.

L

Preparing to move cf ~aper milk on to the
supermarket shéaves o.e '2it) Mi Ray
Murray, a semior, buyer for Pick 'n Pay,
and Homestead's managing director, Mr
John Jacobs (middie}, with two of the
new dairy’s deliverymen, Mr Livingstone
Tshambu and Mr Stanford Dadlana.

His company, he said, had always be-
hheved 1n, and fought for, freedom of
choice 1n its stores

“Until now, this has been 1mpossible

The Homestead 1s the first independent
dairy in 20 years to offer supplies to the
entire Western Cape market, effectively
breaking the dairy industry stranglehold
1n the area

According to Homestead managing di-
rector Mr John Jacobs, production at the
new factory in Parow was going well “afier
having our fair share of problems”

Mr Ackerman said the refusal of certain
of the opposition dairies to supply all his |
stores had always been a problem,

Fighting monopolies

The agreement with Homestead was
reached ‘“because of our continued fight
for the consumer against cartels and mo-
nopolies” ‘

Homestead will supply most Pick 'n Pay
stores as far away as Stellenbosch, Strand
and Somerset West

Commenting on the recent milk price -
rise at these stores, national perishables ¢
buyer for Pick 'n Pay Mr Ray Murray said’ &
“Why, we ask? Homestead Dairies are,
charging one price throughout the whole#
region W t

“Most of the dairies appioached by Piek "
'n Pay to supply all their stores stated that
if they supplied dairy products to the
whole region, costs would go up and there-
fore the price of milk would go up Why
can Homestead supply the whole region
and actually sell their products consider-
ably cheaper than the existing dairies?

“We will continue to carry our existing
dairy suppliers in all our stores and ask
our customers to make their decision”

Mr Ackerman added *“By offering differ-
ent products from all our dairies, we will
be 1n a free competitive marketing system
which will create a bigger awareness of
dairy products and an 1ncrease 1n con-
sumption of this basic nutritious product.”

The big drop 1n loecal milk consumption
was attributed to bad marketing and "“un-
restrained’ consumer price increases of
up to three a year
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By JANE ARBOUS !

CONSUMERS yesterday snapped up heawvily dis-
counted dairy products released mn the city by an |
independent dairy challenging the milk cartel, but !
the Dairy Board maintains distribution 15 illegal

The new development came after a frantic day of |
sales, and the Homestead Independent Dairy says it |
is unable to meet the huge demand

Meanwhile, small-store owners are complamning
that their requirements are taking a back seat to
those of Pick 'n Pay

A Dairy Board spokeswoman said from Pretoria
that 1t would only consider an apphication by the
new dairy for a licence —
stbmitted on June 24 —
at 1its next meeting 1n the
last week of August

But according to the
Homestead chairman, Mr
J P Melck, late yesterday,
the company has been 1n-
formed by the area repre-
sentative that 1t can carry
on trading till the board
meets and that no action
will be taken

In terms of the board’s
control measures, 1t can
take Homestead to court
which in turn could fine
the company for market-
ing 1ts products without a
licence Industiry sources
believe that 15 unlhikely

Meanwhile, the new
dairy products — up to

-———-

30% cheape1r than riling BN
prices — are already selling at an “unbelievable”
rate

Pick 'n Pay’'s national perishables buyer, Mr Ray
Murray, said stocks 1n most stores were 50% sold out
within the first two hours of delivery and that he
had had to organize more deliveries later in the day

“Homestead’s entire daily milk production of
40 000 htres has had to be diverted entirely to Pick !
'n Pay from the cafes and smaller retailers who
were supposed to sell from today "

Homestead has secured an agreement with Pick 'n
Pay for exclusive supermarket rights to the pro-
ducts for the first month, whereafter they will be
sold by other chains as well

The new datry 1s the first large-scale independent
venture 1n the Western Cape 1n 20 years It was
formed by four local farmers and three top produec-

I
er executives 1 the industry because of unhappi- |
ness over prices, lack of product choice and a poor ;
marketing strategy

di— Y
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. Staff Reporter =~ * "

MAJOR milk companies to-
day vowed to get back their
share’ of 'the dairy market
after- the new independent’
Homestead Dairy’s eut-
price products were snap-
ped up “as soon as they hit
the shelves” in supermar-
kets yesterday.

Dairybelle general manager
Mr Jan Kotze said his company

would react if Homestead’s
prices were “significantly low-

er”! !

Kaap Suiwel spokesman Mr
Louss du Plessis said that 1f his
company leost 1ts share of the
rarket it would have to try to
Jregam 1t

The response to Homestead’s
products was “absolutely unbe-
lievable”, said Pick'n Pay buy-
er Mr Raymond Murray

Sold quickly
The chain has exclusive local
supermarket rights to the milk
uniil next month, but cafés will
also be stocking the dairy’s
produce

" The mulk was grabbed as
soon as it ht the shelves, Mr
Murray said He repnrted “a
defimte shight fall-off” in sales
of epposition mitk

The new company was
formed by four Western Cape
dairy farmers who pullied out
of the major rmlk-distribution
network controlled by Dairy-
belle, Kaap Suiwel, Umon and
Joyce’s Damries, -

The farmers said this “mo-
nopoly” had artificially forced
up prices while not benefiting

farmers r

Mr Kotze said Dairybelle
was watching the situation “but
I believe these are introductory

.prices”, S PRS

He added that his company
did not serve enly “high-volume
supermarkets” - .
= If the new company’s prices

rematned low, however, he
would have to consider' react-
i

{ g !

"The Dary Board has given
the new dairy its blessmg —
but says 1t 1s breaking the law
by operating without a licence,

Dairy Board general manag-
er Mr Edu Roux sanrl1 from
!

Pretoria today that efforts
were being made to reach a de-
cision on Homestead’s applica-
tion

“Homestead put 1n 1ts appli-
cation only a week ago,” he
said, and added that there was
“no question” that the board
was irymg to delay matters

“In fact, 1t 18 our policy to
encourage new dairies We
have certain regulations and
Homestead has complied with
them

“Unfortunately, it 1s an of-
fence to operate without a li-
cence and we will have to act
if we recetwve a complaint ”

Said Homestead managing
director Mr John Jacobs “In
terms of the rules and regula-
tions we have been approved ”

e e
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PREMIER GROUP

Activitios: Diversified group in broad spec-

trum of consumer industries ~— food, fishing,
pharmaceuticals and leisure Investments mn-

clude 36% of SA Breweries and 18.9% of Hi-
Score Holdings

Capital structure: 56,8m ords of 50c each,
6.8m pref ords of 50¢c, 184 220 A’ share
purchase prefs of 50c, and 25 400 'B’’ share
purchase prefs of 50¢c, Market capitalisation:
R2,6 bilhon

Share market: Price R40,24 Yields 2,7%
on dividend, 5,8% on earmngs, PE ratio, 17.3,

cover, 2,2 12-month high, 4 325c, low,
2 235¢ Trading volume last quarter, 244 000
shares
Financial. Year to March 31
‘84 '8b ‘86 ‘87

Debt

Shart-term {(Rm) 77,8 1186 67,1 1054

Long-term (Rm) 275,9 300,2 3085 2954
Debt equity ratio 028 029 024 0,18
Shareholders’ interest 0,66 0,66 0,69 0,74
Int & leasing cover 2,6 1.7 1.8 2,3
Debt cover 0,38 024 0,31 0,41
Porformance:

‘84 ‘85 ‘86 ‘87

Return on cap (%) 9,3 8.0 1.7 67
Turnover {(Rm) 2049 2311 2445 2890
Pre-int profit {Rm) 177.2 1747 1759 209.8
Pre-int margin {%) 67 58 b5 5,8
Earnmngs (c} 214,4 146,2 162,2 2325
Dividends (o) 86 86 86 105
Net worth {c) 2082 2217 2219 3406

As chairman Tony Bloom notes 1n his review,
the Premier Group’s turnover correlates
closely .with personal consumption expendi-
ture (PCE) Continued real growth in PCE
of more than, say, 2%, this year must bode
well for further earmings growth As was the
case in the 1987 year, indications are that
the substantial boost that would be derived
from growth in consumer spending should
again be accompamed by favourable internal
developments 1n Premier’s trading divisions

Premier’s share price strengthened in the
weeks before the release of the prelimmnary
year-end results, as investors took heart from

More to co

Lo

el tppitay a5 _f-hl""-i'-- I

icaaind LN YD ol re kit 2 . = pighii
™ g el -.ll-|.
|
= 4 _,|I"'
—dd -

-

. - %ﬂ,‘.u

~ -

oo -

-

|
Fdfé‘ *M'ﬁ'ﬁa‘lﬁ L L mi-ﬁ!'gr “ 1r

r
i . s -
.
L4
4
[

P
Premier's Bloom ... upturn in food

uﬂtﬂdwhm ;.3

inclusion of the offshore habihties of Oven-
stone (47m), previously off the balance
sheet, group borrowings rose only R24m to
R40lm Cash and bank balances rose to
R24,6m (R14,5m), and net interest paid
dropped by R19,4m to R55,7m

A further boost was derived from the deci-
sion at the previous year end to write off all
remaining foreign exchange losses, which in
1986 totalled R11,8m All told, net financing
costs dechned by R31,2m, wath a bottom line
impact of some 35¢ per ordinary share and
accounting for nearly half of the EPS ad-

vance The bottom line was restrained by an
increase 1n the effective tax rate, which rose
to 29,4% (18,4%) Financial director Gordon
Utian expects the tax rate will remain rough-
ly at current levels this year

Unless sigmificant debt is repaid, earnings

will be more rehant on trading profits this
year And, market conditions aside, there are
encouraging indicattons of recovery in the
group’s mam problem division agribusiness,
ammal feeds, farming and processing The
division’s trading profit jumped to R13,9m
from the nadir of only R2m 1n the 1986 year.

booming profits announced by companies 1n
the SA Brewernies group, held 35,6% by Pre-
mier Infact, while SAB's EPS rose by 36%,
Premier’s EPS were a record 233c¢ and, at
43,8%, the rate of increase was the best the
group has achieved for many years

Reasons for the faster pace set by Premier
lay in the group’s balance sheet and in strong
trading performances Notable mprove-
ments were achieved 1n Prermer Food indus-
tries (PFI}, with some operations rising off a
very low base Group trading profit (exclud-
ing discontinued operations) rose 21,6% to
R152,8m Of this, PFI accounted for 66,3%
(60,8%) With all the PFI divisions perform-
ing better, the food operations’ total trading
profit jumped by 32,6% to R101,3m
(R76,4m)

Interest-bearing debt stood at some
R377m at end-March 1986, so the bottom
line was bound to be sensitive to falling
mterest rates A stringent working capital
programme instituted two years ago enabled
a 2% dip 1n net working capital, despite 17%
turnover growth Even with the first-time

PREMIER'S

Millirg, baking, distribution and industnial feeding
Agribusiness, ammal feeds, farming and processing
Edible als and denvatives

Music, books and consumer goods
Pharmaceuticals and wholesaling

Fishing and manufacturing '

Other actvities including the company

Discontinued operations .

But this still represents a poor return from
DIVISIONS turnover of R593m, so there must be consid-

erable potential for further improvement
Tum"ugiﬁr Tm[d“in“‘g] T“r:uguﬁ Tm‘gn“‘; Utian says management is firmly against
profit profit closing the troublesome broilet operations
832.3 61.5 1066, 1 73.2 To ensure that the problems are resolved,
512,7 20 592.7 13,3 Premier deputy chairman Peter Wrighton s
;;gg Eg gg%g ;gg currently runming the broilers on a virtual
170 4 12’9 *268.7 21.0 full-time basis, and only the Transvaal
52.8 3,3 63 4 {0,5) branch 1s now performimng below standard
80,7 14,6 56,1 7.2 Utian says the division’s profits should rise

2 236,1 125,7 26226 162 8 by about 22%-25% this year

208,5 9,4 67.6 3,7 In the milling division, major improve-
2 444.6 136.1 26902 156.5 ments 1n margins are not expected, but there
1s some prospect of better volumes, thanks

* Includes results of Gresham Industrtes for a mne month period
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partly to the maintained maize price Also,
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the industry was required last year to con-
tribute R6m to the bread subsidy, this may
not happen this year. Competitive pressurcs
have depressed margins i the edible oils and
derivatives divisions, but here, too, there 1s
hope of volume growth

Among consohdated, non-food 1nterests,
CNA Gallo 1s doing well, and the pharma-
ceutical nterests, Utian says, are “gomg like
a train ” Group profits should also be helped
by the remaimng Ovenstone imterests Last
year these lost R8m, if they merely break
even — and Bloom expects they will do
better — that means an additional R8m for
group trading profits All of the downside of
Ovenstone 1s through Premer’s accounts

Talk 1n the market 15 that a restructuring
may soon be announced for Premier’s phar-
maceuntical interests, which are held with a
partner New wholesaling vehicle Gresham,
with 1ts strengthened balance sheet, 15 well
placed to make new investments Premuer
now has a substantial investment in consuim-
er electronics via 50%-held Teltron, which 1s
budgeting for sales of more than R100m 1n
the 1988 year Teltron must be a candidate
for a listing later

Both Premier and SA Brews have lots of
potential to substantially boost profits, But
much depends on the pace and sustainability
of growth 1n consumer spending Utian says
that spending so far appears patchy, and the
outlook uncertain Unless the economy does
hft off, profits could lose steam sooner than
was expected a couple of months ago How-
ever, I understand that the group exceeded
its budgets 1n the first quarter of the current
year

At R40,50, the chare has retreated from
the peak of R42,45 but still offers a thmn
dividend yield of only 2,7% The stock mar-
ket 15 clearly anticipating powerful future
earnings growth Notably, SA Brews, at its
price of R21,75, currently has a market
capitahsation of some R35,7 billion Premier’s
35,59% stake is therefore worth over R2
tallion, or abont R32 per Premier share
That leaves the remainder of Premier’s share
price — no more than R8 — to cover all the
rest of the group’s investments. If one ac-
cepts SA Brews’ price 15 realistic, that im-
plies Premier’s share 1s undervalued

Andrew McNulity
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