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The Group made some good progress in the year under 
review, despite various challenges. The brand distribution 
businesses, with a few notable exceptions, struggled with 
a softer retail environment and saw both turnover and 
margins under pressure. The manufacturing businesses 
were negatively impacted by the poor economic conditions 
which saw demand soften. This is particularly true for the 
manufacturing businesses interfacing into the construction 
and mining sectors. The advent of load shedding towards 
the end of the financial year also put the manufacturing 
businesses under strain.
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Turnover from continuing operations was up R409 million 
(16%) to just shy of R3 billion. This growth is attributable 
in part to acquisitions made in the prior year being held 
for a full 12-month period in the current reporting period. 
However, certain of the businesses did manage to achieve 
good growth despite the difficult environment, most 
notably Formex, our automotive component manufacturing 
business.

Gross margins as reported reflect a decline of 110 basis 
points. However, profits and losses on foreign exchange 
are recorded in the other income and expenses line, below 
gross profit. The other side of the foreign exchange profit 
and loss will, to a large extent, reflect in the landed cost 
of products sold and thus needs to be considered in any 
analysis of gross margins. In the current year the Group 
recorded a foreign exchange profit of R15 million as 
opposed to a foreign exchange loss of R26 million in the 
prior period. Adjusting for this, gross margins increased 
by 50 basis points year-on-year, which is more reflective 
of the operating reality.

The Group’s toy distribution businesses Prima Toys 
and New Just Fun Group were affected by one of their 
significant customers, Ensolor (Pty) Ltd t/a Hamleys, being 
placed into business rescue. The Group’s exposure to 
Hamleys was some R18 million although this was mitigated 
by insurance cover which recouped some R15 million. 
However, for reporting purposes, the R18 million bad 
debt write-off is included in selling expenses whilst the 
insurance recoupment is recorded in other income. This, 
together with the large swing in foreign exchange profit and 
loss, mentioned above, accounts for most of the variance 
in the other income and expense line. The other increases 
in the cost lines are largely explained by the fact that, as 
mentioned, the acquisitions are reported for 12 months in 
the current year and only for a portion of the corresponding 
period.

Operating profit before fair value adjustments from 
continuing operations was up R40 million (37%). The 

weaker property market meant that investment properties 
were revalued up by just R13 million in the current 
period as opposed to R44 million in the prior period. 
However, owner-occupied properties were revalued up by  
R31 million in the current year as compared to R29 million 
in the prior period. The revaluation of the owner-occupied 
properties is recorded in the other comprehensive income 
section of the report.

In the prior year, we recognised a deferred tax asset which 
resulted in taxation income of R63 million being reported. 
In the current year we have reported a taxation expense 
of R20 million. The swing in the taxation number results 
in the Group reporting a profit after tax from continuing 
operations of R31 million, down R83 million (73%) on the 
prior period.

The Group has started a process to divest from 
certain businesses, namely Winelands Textiles, Frame 
Knitting Manufacturers, Brand ID and First Factory 
Shops. The businesses have been put on the market 
for sale and we will update shareholders of the 
progress as and when appropriate. The results for 
these businesses are disclosed under discontinuing 
operations and reflect a loss in the current period of  
R78 million as compared to a loss of R108 million in the prior 
period. These losses can be broken down into operating 
loss of R35 million (2018: R87 million), impairments and 
restructuring costs of R40 million (2018: R30 million), 
interest charges of R8 million (2018: R1 million) and tax 
credits of R5 million (2018: R10 million).
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