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Five key themes since listing

The values that underpin
our success are respect,
responsibility,
accountability, integrity,
quality, diversity and
relationships based on
our respect for each
other and for the
environment in which we
operate.

1. Our first steps

Listed on 23 September 1998
on the JSE, Steinhoff was
introduced to the South
African economy as a low-cost

producer of household goods.

2. Integrated litestyle
supplier

As an integrated lifestyle
supplier that manufactures,
warehouses and distributes
household goods, our
improved sourcing, cost
management, and supply
chain integration drive
costs down.
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Executive directorate

Bruno Ewald Steinhoff (65)*

Bruno, founder of the group, currently serves as
executive chairman, with specific responsibility for
strategic development.

After studying industrial business, Bruno started his
furniture trade and distribution business in June
1964 in Westerstede, Germany. In 1971, he
expanded into manufacturing with the first
upholstery factory in Remels. During the 1980s and
1990s, Bruno acquired interests in central and
eastern Europe and also ventured into South Africa
in a joint venture with Claas Daun involving
Gommagomma Holdings.

He has 39 years of experience in the furniture trade
business and more than 30 years’ manufacturing
experience. Bruno also serves on the regional
board of Commerzbank for Northern Germany.

* German

# Member of audit and risk management committee

@ Member of human resources and remuneration
committee

Q Member of group risk advisory committee

¢ Member of nominations committee

Markus Johannes Jooste (42)#gze
BAcc, CA(SA)

fn 2000, Markus was appointed group managing
director of Steinhoff International and chairman of
Steinhoff Africa. He serves on several boards in the
Steinhoff group’s operations in Europe, the UK and
Australia.

In 1988, Markus joined Gommagomma Holdings as
financial director and became involved in merging
the southern African operation with the extensive
interests of Bruno Steinhoff.

Markus was appointed as executive director and
took responsibility for the European operations of
Steinhoff International and also for directing the
group’s international marketing and financial
disciplines.

Currently, Markus serves as chief executive officer
and is also on the boards of the following listed
companies: Unitrans (member of the remuneration
committee), PSG Group Limited (member of the
remuneration committee), and Freedom Group
Limited (listed in Australia). He is a non-executive
director of PG Bison Limited and The Racing
Association.

Johannes Henoch Neethling van
der Merwe (44)

BAcc, CA(SA)

Jan was appointed chief financial officer on

6 November 2003.

Jan previously led the Steinhoff International
Group Services team and is a director of various
companies within the group. He has wide
experience in most of the operational aspects of
the group’s business.

Jan also headed the team which successfully
concluded the loan syndicated facility for the
European division.

A qualified chartered accountant, Jan entered the
industry as a buyer for Gommagomma Holdings in
1989. Since then, he has held several positions,
including financial director and managing director
of Steinhoff Furniture, Cape Town. He was
appointed managing director of Steinhoff Africa
Group Services in 1999 and International Group
Services in 2001. He currently serves as member of
the audit committee of PG Bison Limited.
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Non-executive directorate

Dirk Emil Ackerman

(68) L)

Dirk is a director of companies and
the chairman of the human resources
& remuneration committee, a position
he has occupied since joining the
group on listing in September 1998.
He has more than 33 years of
management experience.

He joined Chubb and Sons Lock &
Safe group in 1961 and acted in
various positions, which culminated in
being appointed managing director
of Chubb Holdings Limited in 1981.
He became chairman and chief
executive in 1986 and, since
retirement in June 1994, acted as
non-executive chairman until 1996.
Dirk completed several management
courses with the University of Cape
Town Graduate School of Business
and Henley Management College in
the United Kingdom.

* German

# Member of audit and risk management
committee

@ Member of human resources and
remuneration committee

Q Member of group risk advisory
committee

¢ Member of nominations committee

Claas Edmund Daun (60)*
BAcc, CA

Claas joined Steinhoff Germany as
director in 1992 and has acted as a
non-executive director of Steinhoff
since listing in 1998. Claas has
extensive experience of management
and investments worldwide and is a
corporate investor in several
industries.

He is currently a member of the
boards of Kolosus Holdings Limited,
Feltex Limited, Courthiel Holdings
(Pty) Limited, Daun et Cie AG and
BCM Holdings (Pty) Limited, Glodina
Holdings Limited, Stéhr GmBH and
Mech Baumwoll-Spinnerei & Weberei
AG, and holds several other
directorships. He is also a member of
the board and one of the presidents
of The South African German
Chamber of Commerce and Industry.

Claas holds a bachelor's degree in
business commerce from the
University of Cologne and qualified
as chartered accountant in 1975,

Johannes Nicolaas
Stephanus du Plessis (54)aQ
BComm, LLB, SC

Johann has been a practising senior
counsel since 1989 and was admitted
to the bar in 1974. Johann joined us
as non-executive director in 2002.

Johann practises as a trial advocate
with extensive experience and
exposure to a wide range of
commercial matters, which include
those relating to exchange control,
stock exchange rules and corporate
law. He also acted as Judge of the
High Court in both the Witwatersrand
Local and Cape Provincial Divisions.

Karel Johan Grové (54)

Jo is the chief executive officer of
Unitrans Limited and joined Steinhoff
as a non-executive director in
September 2000.

He has more than 33 years of
experience in the accounting and
banking industries. Prior to joining
Unitrans in 1998, he established and
acted as managing director of
Medical Leasing Services (Pty) Limited
(in 1976} and Imperial Bank Limited
(in 1995). He started his career as cost
and works accountant with Shaft
Sinkers (Pty) Limited in 1969.

Jo completed the Advanced
Management Programme with the
University of Oxford in 1983.
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Joint report by chairman and chief executive officer

Dear Shareholder

2003 was another year of growth and
development for the group. Although market
conditions remained very competitive, the
group continued to make excellent progress
and substantially increased both revenue and
profits. Revenue has increased in real terms
which is an achievement in itself.

The group continues to pursue profitable
diversification, expansion and extension of
our product range while growing our exports,
improving intragroup supplies, working
practices and relationships with our customers
and suppliers around the globe and building
an integrated management team operating
on a globally competitive basis.

During this year of consolidation, following
the intense and busy acquisition phase in
previous years, we continue to produce
and/or source predominantly in low-cost
economies with traditionally softer currencies,
and sell our products in developed
economies, predominantly in harder
currencies.

Our results bear testimony to our ability to
achieve sustainable growth from our stated
strategies and strengths amidst a depressed
and volatile global trading environment.

The market

The European market has been in decline and
highly fragmented over the past few years.
Although there are signs indicating recovery,
the German economy, in particular, has yet to
show evidence of this. We have established a
new distribution centre at Leinefelde situated
in the centre of Germany, through additional

investment in infrastructure and facilities, the
benefits of which are becoming apparent
already. Our new business strategies in
Germany gave us the opportunity to connect
with the German consumer in fresh and
relevant ways. Despite depressed retail sales
in the eurozone, we still managed to grow
sales over last year.

Our UK acquisition in 2001, Relyon, has
performed well. The recent acquisition after
year-end of Sprung Slumber from Airsprung
Furniture group plc, will further extend the
product range and market coverage of our
UK business.

Our production in Poland has been
substantially increased through commissioning
the expanded, technologically-driven mail
order facility in Rzepin. Our Australian
businesses are expected to deliver strong
results following the Freedom group’s
privatisation by increasing the product offering
and in assisting management in raising the
funding required for the privatisation. Our
long-term and continuing investment in
Europe is yielding results and underscoring
the growth potential of this region.

Sales in the southern African business are
growing, albeit at margins that have been
under pressure particularly due to the impact
of the strong rand on exports. Though the
rand appreciation had a negative impact on
exports from South Africa, persistent
improvements in efficiencies contributed to
an increase in the turnover of products
exported. All indications are that the South
African retail market should improve as a
result of the ongoing sector consolidation as
well as the recent reduction in interest rates

and tax cuts which are benefiting consumer
spending on durables.

The performance of our major associates,
Unitrans and PG Bison, has been pleasing
and is expected to continue to deliver solid
results in future.

The operational review on page 22 to 39
deals in greater detail with our operations in
the different regions.

The economy

Regrettably, the global econemic slowdown
in the latter half of 2002 precluded South
Africa from achieving its targeted economic
growth rate. The country’s economic
fundamentals, however, remain sound.

The National Treasury and the Reserve Bank
continue to manage the macro-economic
policy well, with the balance of payments
remaining positive, inflation contained to
record low levels and the national debt at

a healthy percentage of gross domestic
product.

Traditional rand weakness led to extremely
high interest rates during the period under
review relative to our trading partners. These
high interest rates had a serious negative
impact on the growth of the economy.
Continued decisive action from the monetary
authorities has brought interest rates down
and is expected to generate new momentum
in the economy.

Once the global economy enters its inevitable
recovery phase, South Africa will, undoubtedly,
be back on track to achieve the government’s
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Joint report by chairman and chief executive officer continued

approximately 142 million shares with
American and European fund managers.

We intend to use the proceeds for the
continued growth and development of our
group, including strategic acquisitions and
investments, general capital expenditure and
general corporate purposes.

We are able to respond rapidly to growth
opportunities through our strong cash flows
and access to external funding sources.

The weighted average number of shares

in issue increased from 865 million to

940 million. Basic earnings per share
increased 22%, from 76 cents to 93 cents.
Share price performance and total
shareholder return were affected by general
market conditions.

Triple bottom line

The group’s commitment to sustainable
operations, sound labour relations, skills
training and development and support of
HIV/Aids interventions, aimed at creating
an environment where all our employees
worldwide can develop to their fullest
potential, continues. You are also referred
to our report on integrated sustainability on
page 51 for more information.

Steinhoff formally adopted an HIV/Aids policy
in 2002 for the southern African operations
which aims to, through a high-profile
HIV/Aids awareness programme in the
workplace, create a complete and sustained
employee awareness of the nature of the
pandemic and the elementary procedures
that can be followed to reduce, if not
eliminate, the risks of contracting HIV.

10

The group remains committed to develop
and maintain competent, well-motivated and
entrepreneurial employees in each of its
business units. Besides encouraging staff to
enhance and optimise their own functional
skills and qualifications, comprehensive
initiatives are in place to upgrade employees
individual skills to continue to provide clients
and all stakeholders with the best possible
levels of service.

.

Steinhoff is committed to the principle of
employment equity. The group has to date
met its targets for recruiting, developing and
promoting people from designated groups in
terms of the Employment Equity Act. While
targets for 2004 are even more demanding,
we are optimistic that the group will achieve
them.

Empowerment

Our commitment to black economic
empowerment (BEE) in South Africa continues.
Steinhoff supports the concept of providing
greater access to South Africa’s resources to
previously disadvantaged communities, and
we have long tried to accelerate this process
through various initiatives.

The BEE of enterprises within our southern
Africa communities is an integral part of the
group’s growth strategy.

Economic growth and growth in
opportunities for people are paramount.
The first step to creating wealth is by
creating jobs. Steinhoff has contracted out
many activities to small businesses,
supporting jobs in this way. We are
encouraged to see that a significant part of
our shares are held by or on behalf of
designated groups in South Africa.

Our core values

The values that underpin our success are
respect, responsibility, accountability,
integrity, quality, diversity and relationships
based on our respect for each other and for
the communities where we do business and
for the environment. In today’s globally
charged, challenging and transparent
markets, these values and our commitment
to exemplary corporate governance are
essential for our sustainable, long-term
business success.

Corporate governance and new
board structure

Steinhoff places considerable emphasis on
sound corporate governance. The group’s
corporate governance principles and
structures are constantly refined and
adapted to comply with the principles and
requirements of the second King Code on
Corporate Governance.

During the year, Franklin Sonn,

Johann du Plessis and Jannie Mouton

have joined our board as independent
non-executive directors, as well as all our
board sub-committees, to align our
corporate governance with both South
African and international best practice.
These appointees have brought new energy
and insight to Steinhoff's deliberations, and
enhanced the quality of our decision-making
in the group.

The annual general meeting of shareholders
is scheduled to take place on 1 December at
the company’s registered office at 6th Street,
Wynberg, at 08:00 to conduct business as
contained in the notice on page 111.
Shareholders are encouraged to attend.
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Five years of consistent achievement

Our business shows 1. Shareholder reward 2. Market capitalisation
consistent ©ﬁ0<<14 and is The group has rewarded its Despite challenging conditions
based on a business shareholders for the period in both the trading
) . since listing with a return on environment and volatile
model which will ensure equity consistently in excess of global financial markets,
mcmﬁmsmvz\d\ over the 20% and a compound growth Steinhoff has grown its market
in headline earnings and capitalisation from R2,6 billion
\ODQ term. headline earnings per share of at listing to the current
45,6% and 33,4% respectively. Ré6 billion.
,, Revenue
m (R'000)
|

Headline earnings per share
(cents)

}5‘?‘573 532

* 1999 annualised

12 M
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Financial officers’ report

The group’s financial results for the year
ended 30 June 2003 reflected revenue

from ongoing operations of R9,95 billion,
compared with revenue in the previous year
of R8,2 billion, an increase of 21%. Headline
earnings for the year under review increased
by 25% to R985 million (2002: R785 million).
The salient features of our five-year review

are shown in table 1.
The table reflects that the group has

rewarded its shareholders for the five-year
period since listing with a return on equity

Table 1

30 June 2003

consistently in excess of 20%. The compound
growth in headline earnings over the period
since listing amounts to 45,6%.

The group achieved real growth in revenue
notwithstanding the continued challenging
and volatile trading conditions globally.
Operating margin improved further to 12,1%
(2002: 11,4%). The improved margin was
achieved mainly as a result of the relative
strength of the euro against the US dollar and
the depreciation of the Polish zloty against the
euro, a more effective and higher throughput

2002 2001 2000 1999*

Revenue {(R'000)

9 948 595 8207 936 5773532 4594086 2757 491

Net asset value (cents) 522 484 349 264 216
Headline earnings (R'000) 984 865 785 021 528 584 406 125 182 615
Headline earnings per share (cents) 105 91 64 48 28
Dividend per share (cents) 18 15 12 9 6,2
* 1999 financial year included only ten months.
Table 2

2003 2003 2002 2002
Revenue R'000 % R'000 %
Southern Africa 2 668 211 27 2 502 161 30
Western Europe 4 397 709 44 3589038 44
Eastern Europe 2 381 148 24 1820556 22
Australia 501 527 5 296 181 4
Total 9 948 595 100 8 207 936 100

14

of products, using the same cost base, and
improved sourcing of third-party products.

Segmental analysis
Revenue from ongoing operations per region

is shown in table 2.

The average exchange rate used to
translate foreign currency income and
expenditure into South African rand was
R9.415 = €1 (2002: R9,00 = €1).

R?62 million (2002: R936 million) of
southern Africa‘’s revenue of R2 668,2 million
{2002: R2 502,2 million) represents exports
to the USA and western Europe, amounting
to approximately 36% (2002: 37%) of its
activities. It is the stated intention of the
group to continue to grow exports,
notwithstanding the stronger rand; it has
the production capacity available to
achieve economies of scale and grow
critical mass. The group’s revenue exposure
to the local South African furniture market
amounted to 17% (2002: 19%).

Including exports from South Africa, the
group generated 83% (2002: 81%) of its total

revenues in foreign currencies during the year.

Revenue from ongoing operations per
operating activity is as follows:
Contributions from the group’s main activity
as an integrated global lifestyle supplier are
focused on manufacturing and wholesale &

distribution, split as follows (table 3):
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Financial officers’ report continued

published accounting policies which comply
with South African Statements of Generally
Accepted Accounting Practice, and are
consistent with those of the previous
accounting period, other than the first-time
adoption of the following South African
Statements of Generally Accepted

Accounting Practice:

AC133 - Financial Instruments:
Recognition and Measurement
AC133 has introduced a comprehensive
framework for accounting for financial
instruments. In accordance with the
requirements of AC133, we now carry our
financial instruments at fair value or amortised
costs as appropriate. Derivative financial
instruments are, consistent with prior years,
carried on our balance sheet at fair value.
While our adoption of AC133 has not had a
material effect on our financial results to date,
any future variation in the fair value of our
financial instruments and derivative financial
instruments will be reflected in our income

statement.

AC137 - Agriculture

Under the terms of AC137, a biological asset
must be measured on initial recognition and
each subsequent balance sheet date at its
fair value lessen estimated point-of-sale
costs. The plantations owned by the group
are considered biological assets under
AC137 and are therefore now carried at fair
value. In prior years, the plantations were

carried at cost.

16

Other accounting developments
In addition to the issuing of South African
Statements of Generally Accepted
Accounting Practice, the South African
Institute of Chartered Accountants issues
circulars and guidelines addressing certain

aspects relating to financial reporting.

In December 2002, Circular 7/2002 was
issued addressing specific definitions and
interpretations relating to the calculation of
headline earings per share. The group
adopted this circular during the financial year
ended 30 June 2003. The only impact this
adoption had on the group is the minor
restatement of the headline earmings per
share calculated for 2002. The effect is

not considered to be material.

The impact of these changes is reflected in

the notes to the financial statements.

Currency

The principal currencies in which Steinhoff
and its subsidiaries conduct business are the
euro, US dollar, pound sterling, zloty, forint,
rand and Australian dollar. In Europe, United
Kingdom and North America, revenue and
expenses are denominated in euro,

US dollars and pound sterling respectively.

In southern Africa, local sales are denominated
in rands, and exports are denominated in

US dollars, pounds and euro. Most expenses
incurred are denominated in rands, with the

exception of certain raw materials, which are

sourced in US dollars or euro. The
depreciation (appreciation) of the rand tends
to increase {decrease) the rand value of
exports from South Africa and has a
corresponding effect on gross margins of
export sales. However, Steinhoff Africa’s
customers in the United Kingdom, Europe and
the United States are fully aware of the rand
exchange rate and normally require that a
portion of any increased rand realisations as
a result of rand depreciation be offset by
reduced sterling, euro or US dollar prices for
our South African products. Conversely, we
are sometimes able to negotiate for higher
sterling, euro or US dollar prices for our
South African products during periods of

rand appreciation.

The group generally borrows in currencies of
the countries in which it invests, thus securing
a natural currency hedge. As a result, finance
costs are related to the location of our

investments, and not the corporate domicile.

Financing costs

Financing costs increased during the period,
mainly due to the increase in both offshore
borrowings and in the higher average
conversion rate of R9,415 = €1 (2002:
R?,00 = €1) at which our offshore
financing costs were corrected to South

African rands.

Net finance charges increased to
R121,1 million (2002: R79,3 million) mainly
as a result of the utilisation of low interest
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Financial officers’ report continued

Funding and borrowings

Steinhoff maintains debt levels we consider
prudent based on our cash flow, interest
cover and debt to capital ratios after tax.
We use debt financing to lower our overall
cost of capital, which increases our overall

return on shareholders’ equity.

During December 2002, Steinhoff
International issued a six-year redeemable
bond of €37,5 million at a discount,
yielding an amount of €30 million, which
proceeds were advanced to Steinhoff
Europe to expand its capital base. The
bond, together with the proceeds of an
offshore placement of 20 million shares for
cash in December 2002, were concluded
preparatory to the syndicated loan. As
announced in April 2003, Steinhoff
Europe successfully concluded a syndicated
term loan and revolving credit facility of
€175 million with a number of banks. The
facility was launched in offering

€125 million but was substantially
oversubscribed pursuant to which it was
resolved to increase the facility to

€175 million. These funding initiatives
enable Steinhoff Europe to be substantially
financially self-sufficient with regard to its

foreseeable funding requirements.

The group is dependent on its bank
overdrafts, working capital lines of credit and
trade finance facilities to operate. These
facilities generally consist of either a fixed
term or fixed period and overdraft facilities

18

which are repayable on demand. The term
facilities contain covenants which include
financial covenants such as minimum liquidity,
maximum leverage and interest cover ratios.
I these covenants are breached and a waiver
is not obtained for such violation, this may,
among other things, mean that the facility
may be repayable on demand. There were no
breaches of these covenants by the group or

its subsidiaries during the financial year.

Steinhoff has no restrictions on its borrowing
powers in terms of its memorandum and

articles of association.

Cash flow

The group’s cash flow from operations
continues to be strong and amounted to
R898 million (2002: R955 million), further
benefiting from sound working capital
management. Cash generation is after a net
increase in working capital of R355 million
(2002: reduction of R60,2 million) caused
mainly by accelerated payments to suppliers
to benefit from more favourable settlement
terms. The increase in short-term cash and
cash equivalents should be viewed against
the seasonal nature of the business, with
Jure being the low ebb of the business cycle
in Europe, immediately preceding the
summer holidays.

Capital expenditure

During the year, the group invested R585 million
(2002: R406 million) in property, plant and
equipment, funding this by internally generated

cash and bank credits. The group’s distribution
business in Germany has been repositioned with
the acquired distribution facility in Leinefelde,
with benefits already being evident in sales and
margins. An expanded manufacturing facility in
Rzepin, Poland, dedicated to the fast-growing
mail order market, was also commissioned

during the year.

Share buyback

At the annual general meeting of members
held on 29 November 2002, a special
resolution granting authority to Steinhoff or
Steinhoff subsidiaries to buy back up to 20%
of the issued shares of Steinhoff International
Holdings Limited in any one fiscal year, was
approved.

Over the course of the financial year ended
30 June 2003, 5 991 292 shares were
acquired in the open market, which were
reclassified as treasury shares and netted off

against the issued share capital.

Future

The group has announced an international
equity offering to selected investors who
are not resident to the common monetary
area. It is anticipated that approximately
142 million shares (in terms of the approvals
obtained at the last annual general meeting)
will be placed in raising capital to facilitate
continued growth and development of the
offshore operations. We intend to use the
net proceeds for strategic acquisitions and

investments, capital expenditure and
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Five principal strategies

We continue to drive
efficiency throughout the
group, establishing
disciplined routines and
gaining economies of
scale in material
procurement and

manufacturing processes.

1

=]

Sueceessiul brands
and products

The strategic focus is to
manage the group’s operating
companies in such a way that
we can adapt to changing
trading conditions while
maintaining our ability to
compete and take advantage
of economic conditions when
they improve.

2

. Market leaders

Partnering with leaders in

their own domestic markets
ensures improved
competitiveness, but also helps
to understanding the various
consumer markets in which
Steinhoff operate. Adapting

to changes in consumer
spending is key to staying
ahead of the game.
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Steinhoft Europe
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at a glance

Country

United
Kingdom

The
Netherlands

Germany

Poland

Hungary &

Ukraine

France

Activities

Beds,
Distribution

Beds,
Distribution

Upholstery,
Case goods,
Bathroom

Upholstery,

Case goods

Upholstery

Distribution

Factories

15

Sourcing &
Distribution

Locations

Okehampton
(Devon),
Tewkesbury
(Gloucestershire),
Wellington
(Somerset)

Boxmeer,
Hapert,
Rotterdam

East Germany,
Hochsauerlandkreis
(Central Germany),
Niedersachen,
Northwest
Germany

Dolnoslaskie,
Kujawsko-Pomorskie,
Lubuskie,
Mazowieckie,
Pomorskie,
Zachodnio-Pomorskie

Budapest,
Southwest Hungary,
Western Ukraine

Champs sur Marne,
Paris
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Revenue

European financial highlights

Revenue
R'000

* Ten months

Earnings*
R'000

Operational review: Europe
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* Earnings = Operating profit before finance costs, taxation, discontinued

operations, amortisation and impairment write-offs, including share of

associate companies’ income
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Managing director
Markus Jooste {42), CA(SA)

Group financial officer
Jan van der Merwe (43), CA(SA)

Financial director

Siegmar Schmidt (44) (Accountant General)

Divisional management

German region

Frank Eberle (40) (MD), BBus Admin

Gerrit Venter (30) (FD), CA(SA)
Thomas Schmidt (40) (Marketing)
Thomas Méller (42) (Case Goods)
Michae! Miebach (39) (Upholstery)
Uwe Schmidt (42) (Logistics)

Hungary

Garbor Wilheim (49) (MD), BSc Eng

HDip Design Management

Eastern Europe (Poland and Ukraine)

Andreas Bogdanski {(41) (MD),
Econ (cum laude)

United Kingdom
(Incl manufacturing in The Netherlands)

MBA
David Shaw (51) (FD)

The Netherlands, Belgium and France
Paul van den Bosch (41) (MD), BEcon

Theo Prinsen (60) (FD)

Danni van den Bosch (39)

(New Development)
Bernd Niessen (38) (Logistics and HR), Eng
Frans Herman (47) (Purchasing)

Steinhoff

lan Topping (43) (MD), MA (Eng Sci, Eco),

Europe
Germany Hunaa The
Austria - gary Netherlands United
. Poland Ukraine )
Switzerland . France Kingdom
; . Russia .
Scandinavia Belgium
Bedding Upholstery Bedding Upholstery
Wholesaling Upholstery Case goods Wholesaling Retail
=| Case goods Wholesaling
4 factories Distribution 1 factory 6 factories
4 distribution 15 factories 2 distribution 1 distribution
centres 4 factories centres centres
S 3 distribution — -—
centres
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Operational review: Europe continued

Germany has the largest
furniture market in Europe
and has the highest
spending per capita on
furniture of any country in
the world.

26

Market

Against the background of the world
economy, trading conditions in the market
which this division serves remain tough.

As a result of the strengthening of the euro
and tough local conditions, business failures
are expected to continue, providing our
group with further opportunities in acquiring
market share.

The entry of Poland and Hungary to the
European Union during 2004 is expected to
provide further opportunities. The Polish zloty
will remain floating against the euro until
2007, albeit within a target range. The entry
of an additional 80 million citizens to
Euroland will create an additional market for
household goods. If the experience in
Germany on unification is anything to
consider, then it is expected that the cost
structure and status quo will remain as these
emerging markets should not change
materially in the near future.

Revenue

Revenue from our operations for the year
was R6 778,9 million, increasing 25,3% from
R5 409,6 million. In euro terms, revenue was
€720 million over the period, increasing 20%
from €601,1 million. The real growth was
principally as a result of increased sales
volumes in the German region pursuant to
market share gains, the growth in the mail
order market and the relative weakness of the
Polish zloty against the euro which resulted in
the pricing of the products produced in
Poland becoming more competitive.

Germany, Austria, Switzerland
and Scandinavia

We are one of the leading suppliers and
distributors of furniture in Germany, Austria,
Switzerland and Scandinavia. Approximately
28% of our revenues (in rand terms) in the
financial year ended 30 June 2003 was
derived from sales in these countries. Qur
primary customers in the region are large
mail order companies, discount mass market
retailers and members of independent
buying groups. Products we currently sell in
this region principally include case goods and
upholstered furniture.

Germany has the largest furniture market in

Europe, estimated by Market Direkt to be
approximately €32,0 billion at retail level for

the 2002 calendar year, and has the highest
spending per capita on furniture of any

country in the world. The German market is

highly fragmented with no manufacturer

having more than a 5% market share, and

we believe our market share to be between

3% and 5% at the manufacturing level.

Our existing retail partners in Germany are
benefiting from the associated consolidation

trend which often prevails in such a

fragmented market. We are able to benefit |
from their market share gains. Although

we estimate that the overall furniture retail
market in Germany decreased by over

15% during the 2001 calendar year and by
11% during the 2002 calendar year, our sales
in Germany, Austria, Switzerland and
Scandinavia increased by 14% in euro terms
during the financial year ended 30 June 2002
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Operational review: Europe continued

We are currently
investigating the

possibility of relocating
certain of our timber
operations in Poland to
Russia in line with our drive
to improve efficiency and
reduce transportation costs.
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goods for Germany, Austria, Switzerland,
Scandinavia and the local Polish market.

We operate two manufacturing facilities in
Hungary. One is a mid to upmarket leather
upholstered furniture producer that sells
approximately 30% of its products within
Hungary and exports the remaining 70% to
Germany, Austria, Switzerland, the Benelux
countries and the United Kingdom. Our
other Hungarian facility is a chair factory
specialising in leather dining room chairs,
most of which are exported and sold in
Germany, Austria and Switzerland. Products
are distributed and sold into the local market
through our retail operations, Quattro Mobili
and Andante. We have undertaken our own
retail operations in Hungary due to the
absence of existing independent retail
distribution channels for our products there.

We have two production facilities in Ukraine
which started production in 2001. These
facilities produce upholstered furniture
predominantly for the local Ukrainian market
as well as for export to Russia. However, the
facilities also produce components for our

Hungarian leather upholstered furniture plant.

As our Ukrainian operations develop, we
intend to export more of their products into
western Europe. Production costs in Ukraine
are the lowest among our European
operations and we are seeking to expand our
manufacturing operations in Ukraine to
further benefit from these cost savings. To
help achieve this goal, we recently increased
our interest in an associated Ukrainian
company, thereby making it a subsidiary.

We have been sourcing high-quality timber
from Russia since the early 1990s. We are
currently investigating the possibility of
relocating certain of our timber operations in
Poland to Russia in line with our drive to
improve efficiency and reduce transportation
costs.

The Netherlands, Belgium

and France

In The Netherlands, we have held a 50% interest
in Van den Bosch Beheer BV, a joint venture with
the Van Den Bosch family, since 1991. The group
sells a wide range of household goods to
retailers in The Netherlands, Belgium,
Luxembourg and Germany. The joint venture
does not conduct manufacturing operations.

We sell, among other brands, Habufa brand
products, comprising a range of rattan,
antique reproduction and upholstered
furniture. These products are sourced from a
wide range of producers globally, including
our own group companies in central and
eastern Europe and southern Africa as well as
independent third-party suppliers.

Our acquisition of UK bedding producer
Relyon in October 2001 included Norma, a
leading upmarket bedding manufacturer in
The Netherlands. We have also commenced
construction of a new distribution centre in
Holland to efficiently accommodate planned
increased activities there.

Although we currently have an insignificant
presence in France, we view the French
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Steinhoft Africa and Australia at a glance

Country

South Africa

South Africa

South Africa

South Africa

South Africa

South Africa

South Africa
& India

South Africa

Australia

30

Activities

Bedding

Case goods
foil

Case goods
solid

Upholstery

Exports

Logistics

Raw materials

Timber &
sawmilling

Case goods
Upholstery
Imports &
wholesaling

Factories

14

12

Sourcing &
Distribution

Locations

Gauteng,
KwaZulu-Natal,
Western Cape

Gauteng,
North-West

Western Cape

Gauteng,
KwaZulu-Natal,
North-West,
Western Cape

Gauteng,
KwaZulu-Natal

Gauteng,
KwaZulu-Natal,
North-West,
Western Cape

Eastern Cape, Gauteng,

Free State, Botswana,
KwaZulu-Natal, Namibia,
Mpumalanga, Western Cape,
Calcutta (India)

Gauteng,

KwaZulu-Natal,
Mpumalanga,
Western Cape

Adelaide,
Auckland,
Sydney,

Victor Harbour
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Operational review: Africa and Australia

Revenue

Net Assets Earnings*

African and Australian financial highlights

o
™~
—
o

1966
2 305
2798

Revenue
R'000

* Ten months

236

Earnings*
R'000

03

* Earnings = Operating profit before finance costs, taxation, discontinued
operations, amortisation and impairment write-offs, including share of

associate companies’ income

32

Managing director

Danie van der Merwe (45), BComm, LLB
Divisional management:

Group services

Hein Odendaal (46) (MD), CA(SA)

Local furniture

Harry van der Merwe (46) (Marketing), BComm
Bedding

Derrik Matthew (55) (MD)

Greg Boulle (47) (FD), CA(SA) Dip Tax
Case goods and office furniture

Martin Herr (54) (MD), ACH, Dip Marketing
Greg Boulle (47) (FD), CA(SA), Dip Tax
Larry Webster (52) (Nat Sales: Foil division)

Upholstery

Mike Lawrence (54) (MD), Dip Prod Man

Jan Opperman (45) (FD), CA(SA)

Campbell Peter (53) (Nat Sales: Alpine/
Graftor/Exports) Dip Marketing

Chris Dirks (36} (Nat Sales: Milano/Gomma-
gomma/Loungefurn) BComm (Hons)

Imports for Africa

Brian Fraser (57) (MD)

Australia

Rod Walker (46) (Chairman)

Logistics

Jan van der Merwe (59) (MD),
BAdmin, BA (Hons)

Raw materials

Richard Copley (55) (MD), LTH,
Dip Bus Management, PMD

Timber and sawmilling, doors

Chris van Niekerk (56) (Chairman), BA (HED)
Jed Krige (47) (MD Sawmilling), CA(SA), AEP
Tony York (54) (Marketing), IMM

Neville Kearnes (56) (MD Doors), BComm
Gary Chaplin (33) CA (SA)

Steinhoff
Africa

Australia:
Case goods and
Upholstery

Southern Africa

]

India:
Upholstery
components

Furniture % Exports

Raw materials

Timber and
Sawmilling

Logistics
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Operational review: Africa and Australia continued

The division is actively
investigating other markets
in Africa and the Middle East
to ensure full utilisation of
our production capacities.

34

Market

The division experienced tough trading
conditions both in the local market and as a
result of the strengthening of the rand in the
export markets. However, given the recent
interest rate cuts and indications that the
government's inflation targets are on track to
be met, the division shares the conservative
but optimistic views held in respect of the
sales of household goods. Pursuant to

the successful appeal by JD Group Limited

to the Competition Appeal Court in respect
of its merger with Profurn Limited, the condition
imposed by the Competition Tribunal which
would have impacted on our trading with the
merged entity, had been struck and therefore
the merger has been approved unconditionally.

As a result of the strength of the rand,
imported products have become a threat
and the relative pricing of imported electrical
and audiovisual equipment has impacted

on buying patterns. The division is actively
investigating other markets in Africa and the
Middle East to ensure full utilisation of our
production capacities. Our raw material
division has entered into negotiations to start
foam production in Mozambique and expects
to conduct a similar venture into Angela from

our existing operations in Namibia.

The division continuously investigates
opportunities in furthering black economic
empowerment and has joined forces with
Mvelaphanda Strategic Investments and

several other black economic empowerment

groups in its participation in the bid to acquire
a 75% collective interest in Komatiland
Forestry (Pty) Limited, the privatisation of
government's forestry operations in Limpopo

and Mpumalanga provinces.

Revenue

In the year ended 30 June 2003, revenues
increased by 13,3% from R2 798,3 million in
the previous year to R3 169,7 million, despite
tough trading conditions and the impact of
the strengthening rand on the exports of
products. Substantial value was added from

our investments in Unitrans and PG Bison.

Furniture

Our furniture business in southern Africa has
five primary divisions: upholstered furniture,
bedding, non-solid case goods, solid case
goods, commercial furniture, and the imports
of furniture and accessories to complement
the ranges. We produce many of the major
brands at price points ranging from the
upper to the lower ends of the market.

We produce for both the local market and
for export and intend to increase the
proportion of our products sold for export

in the medium to longer term. To the extent
we grow our export business, we expect the
proportionate contribution of the upholstered
furniture division to increase as we believe
upholstered furniture offers the best
opportunities for high-margin export growth.

Five of Steinhoff Africa’s production facilities
manufacture upholstered furniture, producing
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Operational review: Africa and Australia continued

Doors are the fastest
growing and highest volume
product exported by the
group. These exports make
up the largest component
of our export business,
constituting about a third of
Steinhoff Africa’s total
export for 2003.
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subsidiary, Steinhoff Timber Group (Pty)
Limited (formerly Megacor). This subsidiary
has two divisions, doors and household
goods, and exports its products mainly into
the United Kingdom and US markets.

In 2001, we established Steincraft, a chair
factory in Durban, which produces solid
timber chairs, garden furniture and patio
furniture for the worldwide export market.
Most of Steincraft's products are exported,
primarily to the United Kingdom and the rest
of Europe. Steincraft is our only facility which
utilises the indigenous hardwoods grown in
South Africa.

Doors are the fastest growing and highest
volume product exported by the group.

The export of doors makes up the largest
component of our export business,
constituting about a third of Steinhoff Africa’s
total export revenue in the financial year
ended 30 June 2003. We have built a new
and expanded door facility in KwaZulu-Natal
and converted a furniture manufacturing
factory in Mount Edgecombe, Durban into a
door factory to meet the high demand for
doors in the export market.

We currently have two door manufacturing
operations which own six manufacturing
plants. Moxwood, which operates five
factories and produces quality solid pine
wood doors and related products for the
export market, and Doorwise, which currently
has one dedicated factory producing hollow

core doors for the local market and a limited
number of fire doors (hollow core filted
doors) which are exported primarily to the
United States and also to the United
Kingdom. Our Rotique sawmilling operation
produces veneers and timber for our export
doors as well as veneers and timber products

for the local market.

Our House of York operation produces a
wide variety of household products and
shelving under the House of York brand for
both the local and export markets, including,
for example, wooden kitchenware and
bathware as well as storage units and
fireplace surrounds. Its products are
manufactured using smaller pieces of timber
recovered from our own sawmilling
operations and those of others, helping to
maximise our recovery and usage of wood

from our sawmills.

Raw materials

Our raw materials division produces foam
and textiles for use in our products and for
sale to third parties locally and in western
Europe and Australia. It is comprised of
Vitafoam and our textiles operations. We
also own a minority interest in Loungefoam,
a producer of foam products for use in
furniture and bedding. We believe that
sourcing and producing our own raw
materials allows us to secure a cost-effective
and reliable source of inputs for our
manufacturing operations and can also

lead to synergies in intragroup sourcing.
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Operational review: Africa and Australia continued

Portions of logs we cannot

unsuitable for use in our furniture
manufacturing operations.

use in our manufacturing
operations are made into
other wood *OWOQCQ...M such sawmill, which we expect to commence
as transmission \UO\Q@ the operations towards the end of this current
majority of which are financial year.

We have five operating sawmills, the most
recent of which is a technologically-advanced

mX\UOﬁﬂmQ~ and Um\sm.ﬁm and Our sawmiliing operations cut trees into the

cable drums sold in the timber used in our manufacturing operations

or sold to third parties. The higher quality of
local market. P gher quality

timber is provided to our furniture and door

factories. Lower quality wood is used to make
furniture frames and bedding bases. Portions
of logs we cannot use in our manufacturing
operations are made into other wood
products such as transmission poles, the
majority of which are exported, and pallets
and cable drums sold in the local market.

Logistics

Our logistics division develops strategic
logistics and distribution networks which we
use to support the efficient and reliable
distribution of our products in southern Africa.
We intend to create a single distribution
channel for our own and other manufacturers’
household products in the region, from the
factory to the end consumer. We have
invested in logistics primarily through

acquiring strategic stakes in companies which

conduct distribution activities and which serve

our logistical needs as well as those of other
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customers. We believe our investments in
logistics will enable us to source cost-effective,
efficient and reliable distribution channels for
our products.

Our logistics division is comprised of our

interests in Roadway Logistics and Unitrans.

Roadway Logistics is a 50-50 joint venture

between Unitrans and Steinhoff which deals
with the distribution of all furniture in South
Africa and provides similar services to other

clients in South Africa.

We hold a 26,1% strategic interest in
Unitrans, our partner in Roadway Logistics.
Unitrans is a JSE-listed, diversified
distribution and logistics group providing
services ranging from freight distribution
and passenger transport, warehousing,
distribution and logistics services, express
delivery and courier services to vehicle
retailing, leasing, fleet management,

financing and insurance.

We chose Unitrans as our primary strategic
partner for distribution in southern Africa
based on its strong reputation and
management team, footprint in sub-Saharan
Africa and because we believe it has the
capacity to handle our distribution needs.
We believe that Unitrans also has the

ability to grow with our operations

worldwide.
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Five areas of focus

Starting from humble 1. Western Europe 2. Eastern Europe
UQQSDSQm in 1964 Factories: 12 Factories: 19
Steinhoff now op erates Distribution centres: 8 Distribution centres: 3

worldwide from more
than 85 factories, and
25 sourcing and

distribution centres.
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Group services

To achieve operating efficiencies and provide
centralised management of activities, we
provide certain services to our operating
entities on a centralised basis from our South
African headquarters. Certain group services
are also provided to our operating entities by
Steinhoff Europe or Steinhoff Africa, as the

case may be.

Strategic development

Our strategic development is driven by our
management at regional division level who
develop proposals for possible joint ventures,
mergers and acquisitions, special projects
and potential growth areas and expansion

of current divisions.

Treasury services

Our treasury services department organises
adequate funding to enable us to explore or
realise strategic opportunities and
developments. Based on feasibility reports
and the decisions on a particular opportunity,
we decide whether and what type of funding

to procure.

Financial management

Our financial management department
implements and oversees procedures that
must be followed in preparing financial
reports and tax assessments. They also
ensure that adequate risk control measures
are in place. This includes proper insurance
cover for directors’ liability, product liability,
business interruption, credit default debts,
and the group’s assets.
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Information technology
Information technology decisions and day-
to-day management within the group are
managed at regional division levels and
overseen centrally by Group Services IT
management. Although implementation,
roll-out, and subsequent maintenance and
support are conducted at regional division
level, Group Services IT management
conducts regular on-site visits at regional
levels and evaluates system performance

and future development plans.

Given the disparate operational requirements
and the variety in infrastructure between

the different regions where we operate, we
have made the decision not to implement

a single platform or application solution.

We have instead implemented a worldwide
standard whereby all of our divisions must
comply with certain guidelines when
implementing new software, hardware or

other technologies.

Legal

We currently have four licenced legal
counsel. They are all actively involved in
internal legal issues such as the drafting of
agreements, and the oversight of the group’s
statutory and legal reporting requirements.
Matters which are country specific are

outsourced to accredited practitioners.

Human resources
Human resources is generally managed

through regional human resources divisions.

The group’s head of human resources receives
reports from each division, which, in turn,

receives reports from each operating unit.

We currently have succession planning
procedures in place for management and
senior level employees. These contingency
plans include, when required, outside
recruitment, selection and assessment
procedures and proper training for successor
employees. In accordance with South African
legislation, human resources also implements
and oversees training programmes to ensure
that historically disadvantaged employees

receive specific training and development.

Technical support

Group services provides technical support in
connection with factory layouts, plant and
equipment procurement as well as rendering
advice on production processes to enhance

efficiencies.

The team includes:
Hans-Ulrich Bussas (48) (Legal Services) BLaw
Ray Cox (61) (Technical Services)
Dip Management
Piet Ferreira (48) (Corporate Services) CA(SA)
Johan Geldenhuys (47) (Human Resources)
BA (Hons), MBA (HR)
Poen Hoffman (60) {Legal Services) BA LLB
Enrico Liebenberg (47) (IT Services) BCom
Shaun Pelser (32) {Legal Services) BLC L1B
Albert Rapp (54) (Special Projects) CA(SA)
Iwan Schelbert (41) (Financial Services) BAcc
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Corporate governance continued

At all board meetings, directors declare their
interests in contracts where applicable.
Meetings are conducted in accordance with a
formal agenda, ensuring that all substantive
matters are properly addressed. Standing
sub-committees of the board have been
appointed, details of which are set out below,
while ad hoc sub-committees are created as

and when necessary.

The whole board is involved in the process
of selection and appointment of directors,
on recommendations of the nominations
committee. Directors are appointed on the
basis of skill, acumen, experience and level of
contribution to, and impact on, the activities
of the group. Non-executive directors
contribute an unfettered and independent
view on matters considered by the board and
enjoy significant influence in deliberations at
meetings. They formally meet in committee
on a regular basis to evaluate management
performance. All directors have the requisite
knowledge and experience required to
properly execute their duties, and all
participate actively in the proceedings at
board meetings. Terms of office of non-
executive directors are subject to three-year
rotation provisions, whilé éxecutive diréctors
are appointed for terms of office not
exceeding five years, subject to the

company’s general conditions of service.

To adequately fulfil their responsibilities,
directors have unrestricted access to timeous

financial information, all company
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information, records, documents and
property. Directors are provided with
guidelines regarding their duties and
responsibilities as directors and a formal
orientation programme has been established
to familiarise incoming directors with
information about the group’s business,
competitive position and strategic plans and

objectives.

The board has the following committees to
assist it with its duties:
* Executive committee

* Audit and risk management committee

Human resources and remuneration
committee
e Nomination committee

e Group risk advisory committee

Executive committee

The committee is chaired by the executive
chairman and its membership consists of the
executive directors of the company. It meets
formally on a monthly basis, with senior
executive management, designated corporate
staff managers and divisional directors in
attendance, and informally on a weekly basis.
The committee and its members are
individually mandated, empowered and held
accountable for implementing the strategies
and key policies determined by the board;
managing and monitoring the business and
affairs of the organisation in accordance with
approved business plans and budgets;

prioritising the allocation of capital and other

resources and establishing best management
and operating practices. Structured manage-
ment succession planning, for purposes of
identifying, developing and advancement of
future leaders in the group, is an important

element in the process.

Audit and risk management
committee

The audit committee comprises four
members, three of whom are independent,
non-executive directors, under the chairman-
ship of independent non-executive director
Len Konar. The committee operates within
defined terms of reference and authority
granted to it by the board.

It meets formally at least four times per
annum to consider financial reporting
issues and to advise the board on a range
of matters, including corporate governance
practices, effectiveness of internal control
policies and procedures, assess the risks
facing the business and discuss the findings
and recommendations of the external and
internal auditors. The committee is also
responsible for ensuring compliance with
laws and other regulatory requirements
and internal and external audit
management. The external auditors attend
the formal committee meetings and also
have unrestricted informal access to the
chairman of the audit committee. Certain
major group companies also have local
audit committees which operate in a

similar fashion, and which report any
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Corporate governance continued

executive directors to ensure that their
interests are as far as possible commensurate

with the interests of the shareholders.

* Remuneration for the executive directors
consists of a basic salary, a performance-
related bonus, pension contributions,
share option schemes and other benefits,
including a company car. Full details of
the remuneration of the individual
directors are set out in the annual

financial statements.

Basic salary and benefits — salaries for the
executives are reviewed annually in July. The
committee compares current rates of pay to
those observed in similar relevant companies.
This information is then adjusted to reflect
both the group’s performance compared to
similar companies and the individual's
performance. The benefits mainly include the

provision of motor vehicles to the directors.

Annual bonus — the remuneration committee
uses an annual performance and profit-related
bonus as an incentive to executives to
achieve pre-determined financial targets
based on earnings growth and cash flow.

The remuneration committee sets the financial
targets of the executives and these targets are

reviewed on a regular basis.
Share option schemes — the company has

share O—U.EOD schemes for senior executives

which has been approved by shareholders.
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The committee grants options which reflect
the executive directors’ salary and position.
Options granted are subject to time limits

and performance criteria.

Service contracts - it is the committee’s
objective for all future executive directors’
service contracts to provide notice periods of

one year or less.

The chairman of the human resources and
remuneration committee will be available at
the annual general meeting to answer any

queries about the committee’s work.

Nomination committee

The committee comprises all the
independent non-executive directors of the
board, who, in consultation with the
executive chairman and group chief
executive officer, make recommendations to
the board regarding the appointment of new
executive and non-executive directors and
makes recommendations on the composition

of the board generally.

Group risk advisory committee
The committee consists of all the independent
non-executive directors of the board. It
operates within defined terms of reference
and authority granted to it by the board. At

least two meetings are held annually.

This committee assists the board in reviewing

the risks and management reports regarding

the risks. The committee sets the group’s risk
strategy in liaison with the executive directors
and senior management. The committee
monitors, at least semi-annually, key
performance indicators and key risks,
including operational, physical, financial,
human resources, technology, continuity,

credit, market and compliance risks.

Management is accountable to the board for
designing, implementing, monitoring and
integrating the process of risk management

into the day-to-day activities.

The board views risk management in a
positive light, as it may identify business
opportunities.

The formal strategic risk assessment that was
carried out at group level in 2002 was rolled
out to the major operating entities during the
year. Risk mitigation strategies have been
identified for all key risks, both at a group
and at operating entity level. The output of
the risk assessment process has provided the
basis for the internal audit coverage plan for

the current year.

This committee maintains a close relationship

with the audit committee.

The group risk advisory committee chairman
will be available at the annual general
meeting to respond to queries about the

work of the committee.
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Corporate governance continued

defined and understood lines of
responsibility and delegation of authority
from the board to operating units. There
are established poficies and procedures,
including a code of conduct, to foster a

strong ethical climate.

¢ Identification and evaluation of
business risks and control
objectives
The board has the primary responsibility
for identifying the major business risks
facing the group and for developing
appropriate policies to manage those
risks. The risk management approach is
used to focus the attention of directors
and management on the group’s most
significant areas of risk and to determine

key control objectives.

* Information systems
The group operates a comprehensive
annual planning and budgeting system with
an annual budget approved by the board.
There is a financial reporting system, which
compares results with plan, and the
previous year on a monthly basis, to identify
any significant deviation from approved
plans. Reports include a monthly cash flow
statement projected for 12 months, which is
used in determining that the group has
adequate funding for its future needs.

¢ Risk management
The board identifies and reviews risk
through the planning process, the close
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involvement of the executive directors in
the group’s operations and the periodic
monitoring of key issues to ensure that
the relevant risks faced by the group are
being identified, evaluated and
appropriately managed, having regard to

the balance of risk, cost and opportunity.

Main control procedures

The board has adopted a schedule of
matters which are required to be brought
to it for decision, thus ensuring that it
maintains full and effective control over
appropriate strategic, financial,
organisational and compliance issues.
The board has identified a number of key
areas which are subject to regular
reporting to the board which include
treasury, legal and other matters.
Financial controls and procedures are in
place, including procedures for seeking
and obtaining approval for major
transactions and organisational changes
as well as organisational controls
involving the segregation of incompatible
duties and controls relating to the

security of assets.

Monitoring

The board has delegated to executive
management implementation of the
system of risk management and internal
financial control. The operation of the
system is monitored and a programme of
reviews focusing on key aspects of the

business has been carried out.

The board conducts a review of the operation
and effectiveness of this system of internal
financial control annually. The board
considers that there have been no significant
weaknesses in this system that have led to
any material losses or contingencies during
the last year or the period from the balance
sheet date to the date of this report.

The executive directors accept responsibility
for maintaining appropriate internal control
systems to ensure that company assets are
safeguarded and managed, and losses arising
from fraud or other illegal acts are minimised.
Control systems are continually monitored
and improved in accordance with generally

accepted best practices.

The internal audit department is a function
established at corporate level, reporting to
the audit committee, to assist executive
management and the audit committee in
the effective discharge of their respective
responsibilities, by means of independent
financial, internal control and operational
systems reviews. The internal audit function
has been outsourced to the enterprise risk
division of the company’s external auditors,
Deloitte & Touche, locally and internationally
to other providers of such professional
services. This position is being reviewed, and

co-sourcing is under consideration.

Stakeholder communication
The board considers that balanced and
understandable communication of the
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Corporate governance continued

labour structures and has provided assistance

to employees to set up employee forums.

Insider trading
No employee may deal, directly or indirectly,
in Steinhoff shares or warrants on the basis

of unpublished, price-sensitive information

regarding the business or affairs of the group.

No director or management official who
participates in the Steinhoff share scheme
may trade in Steinhoff shares or warrants
during embargo periods determined by the
board. These include the periods between
the end of the interim and annual reporting
periods and the announcement of financial
and operating results for such reporting
periods.

Interests in contracts

One of the directors declared his interests
in a preference share investment which the
group completed during the year under
review. None of the other directors had

a significant interest in any contract or
arrangement entered into by the company
or its subsidiaries.

Ethical responsibilities and the
environment

A group ethical trading policy covering
safety, equity, legal, environmental and social
matters has been adopted, setting out
required standards for suppliers of goods
and services. It is the company’s policy
globally to work with its suppliers to achieve
the aims of this policy.
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In relation to the environment, the group
aims at all times to comply with all relevant
legal obligations and requlations concerning
the environment and to adopt an all-
encompassing approach to environmental
protection measures with the object of

achieving continuous improvements.

The company strives to keep waste materials
to a minimum and to reduce, recycle, and
where necessary, dispose of waste by the
safest and most responsible means available

to reduce environmental impact.

It is the group's aim wherever possible to
obtain goods from suppliers who operate
under established environmental policies
based on relevant legal requirements for the
countries in which they operate and to have
particular regard to sustainable operations
and sustainable products. The company will
try to use renewable resources wherever
feasible and work with its suppliers to
conserve natural resources where renewable

options are not available.

Managed health care

Access to health care is provided to all
employees either through the provision of
medical insurance schemes including hospital
plans, or through the network of group-run
primary health care clinics. The group
continues to take a proactive stance against
life-threatening epidemics such as HIV/Aids.
These diseases are being actively managed,
largely on a preventative basis, to negate

their impact on the business and the
employees themselves.

Going concern

The directors report that, after making
enquiries, they have a reasonable
expectation that the group has adequate
resources to continue in operational
existence for the foreseeable future. For this
reason, they continue to adopt the going

concern basis in preparing the accounts.

Company secretary

All directors have access to the advice and
services of the company secretary and are
entitled and authorised where appropriate to
seek independent and professional advice
about affairs of the group at the group’s
expense. The company secretary is
responsible for the duties set out in section
268G(d) of the Companies Act. The cettificate
required to be signed in terms of subsection

(d) of the act appears on page 59.
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Triple bottom line continued

regularly to ensure sufficient resources to

deal with future requirements.

Environment

The nature of our operations and the raw

materials which are produced and used serve

as a continuous reminder of man’s

dependence on a sustainable environment.

It remains of paramount importance to
comply with all environmental requirements

in ensuring a sustainable environment.

Forestry Stewardship Council (FSC)
Our timber and sawmilling division
maintains its FSC accreditation and
sources all timber from accredited forests.
This international accreditation assures
consumers and customers that the
plantations are well managed on a
sustainable basis with minimum or no
adverse effects on the environment.

This division strives to ensure that synergies
are applied in full use and recovery of
natural resources utilised in the production

of our products.

Die Klose Collektion GmbH

ISO certification
Several of the business have achieved I1SO
certification including the following in the

table below.
The operations in Hungary have
implemented a customer orientated quality

management system SO 9000:2000.

Relyon group and Norma holds 1SO 9001

certification while Pritex qualifies for QS 2000,

which is the more strict certification required

by the automobile industry.

Social investment

The group is involved in social investment
projects in each region where we operate.
To name but a few in demonstrating our
commitment to the communities where we

operate:

HIV/Aids

Steinhoff Africa in particular is committed to
action plans to fight HIV/Aids. The HIV/Aids
infection rate among our South African

workforce is currently estimated at

DIN I1SO 9001:1994

Klose Pomorska FM Sp.z o.0.

DIN 1SO 9001:2000

Klose Cosciciska FM Sp.z o.0.

DIN 1SO 9001:2000

Klose Czerska FM Sp.z o.0.

DIN ISO 9001:2000

Visita/Conforta

DIN ISO 9001:2000
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approximately 21%, a figure we believe is

slightly below the overall infection rate in the

country.

To minimise the effect of HIV/Aids on our

people and our business, we actively pursue

HIV/Aids awareness campaigns with our

South African workforce via management and

peer group educators, factory-based medical

clinic staff and health campaigns. Our

HIV/Aids policy is communicated through

management and union communication

systems to ensure awareness among

employees.

Our medical clinic staff ensure ongoing

counselling and monitoring in addition to

primary health care services.

Our objectives are:

to reduce the number of infections
among employees and consequently their

families and communities;

to ensure that the rights of employees
living with HIV/Aids are upheld and

comply with existing legislation; and

to create a conducive environment in the
workplace for dealing with the pandemic

constructively.
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Five divisional areas of operation

Owning the supply chain 1. Raw materials 2. Manufacturing

has given Steinhoff the Our raw material division Daily average production

OOBUQQ.@?Q QQQQ it produces foam and textiles for volume this year:
use in our products and for

needs to mCﬂﬁmmm*C:v\ sale to third parties locally and Upholstered furniture

compete Q\OUm:v\. in western Europe and units 6 395
Australia. Case goods units 6 500

Doors 13 000

We believe that sourcing and Chairs 4 528
producing our own raw Mattress units 5790

materials allow us to secure a
cost-effective and reliable
source of inputs for our
manufacturing operations.

B al
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Report of the independent auditors

TO THE MEMBERS OF STEINHOFF INTERNATIONAL HOLDINGS LIMITED

INTRODUCTION

We have audited the group annual financial statements of Steinhoff International Holdings Limited, set out on pages 56 to 107 for
the year ended 30 June 2003. These financial statements are the responsibility of the company’s directors. Our responsibility is
to express an opinion on these financial statements based on our audit.

SCOPE
We conducted our audit in accordance with statements of South African Auditing Standards. Those standards require that we plan
and perform the audit to obtain reasonable assurance that the financial statements are free of material misstatement.

An audit includes:

* examining, on a test basis, evidence supporting the amounts and disclosures in the financial statements;
* assessing the accounting principles used and significant estimates made by management; and

* evaluating the overall financial statement presentation.

We believe that our audit provides a reasonable basis for our opinion.

AUDIT OPINION

In our opinion, the financial statements fairly present, in all material respects, the financial position of the group at 30 June 2003
and the results of its operations and cash flows for the year then ended in accordance with South African Statements of Generally
Accepted Accounting Practice, and in the manner required by the Companies Act in South Africa.

@%& v fowids .

8 September 2003



w
+
[
£
[
+—
©
e
22
©
Q
j
©
R
Ll

AN

"SIUSWLELS [BIDURUY [ENUUE
3y} J0 g 210U ul paiuasard st Auedwod oy jo swdinbs pue jueld Apadosd Ul Juswisaaul syl 01 Bune sl UOEWIO JBaYMIN

"S}paJd yueq pue ysed pajelsusb Ajjeussiul Ag papun) sem
aunypuadxs jendes siy) wswdinba pue yueid ‘Auadoad uy ‘(uoliw 9opy (Z00Z) UOIIIW 585 Patsaaul dnoub ey seak ayy Buing
ANINDINDI ANV LNV1d ‘AL¥3d0O¥d

‘uedubis jou st dnoib oyl AQ paulelal dsu JO |9A3)

By} 1By} 2INSUD 01 USDIYNS SSWIL [(B 1B SI ISA0D SDULRINSUY [BUISIXD JO 1USIXS ayl pue swwelboid meiasl pue |esieidde ysu aanoe
ue Ag paspeq Si Siy| “esueINsUlas Jo suswae sajeiodiooul yoiym ‘Aoijod uswebeuew ysu e asn 0} penuinuod sey dnoib sy
INFWIOVNYIN HSIH IONVINSNI

€G/L L9S £V0 86L uoNexe] Jae SWOdUl }8U JO Junowe 31eba166y
A R ] T
000y 0004
¢00¢ £00¢
S1ED0Z

BUN( O PopUD Jeak BYL 104 SALIRIPISANS SH JO UOHEXE) Ja)e awooul 1au aehaibBe sy ul Auedwod ayy Jo 1sa181Ul BIEINUNE By |

QoL 06/ GED sauLeIpIsqns sy pue Hawo eyd|y sBuipjoH |90 Joyueg
001 00/ SN saueIpIsqns sy pue panw (Aejendold) sBuipjop edupy goyuies
:aue sauelpisgns [edipuud s Auedwos ay|
e B ) - I - T
(%) jeude> ,
Buipjoysauieys aleys
CYOLETTE | panss|

SIINVANOD AdVIAISans

"a1eys Jad (s3usd G| 1Z0QZ) SIUSD G| JO PUSPIAID YSED [BUlY B PRISUl BAIBDSI 0] 129]2 01 yBu sy Bulaey siapjoyaieys yum ‘€00z
JOQWIBAON / UO SSBUISNY JO 9s0)d aly e passlsibal siepjoyaieys 01 saieys uonesieyded pieme 0} PaAjosal aARY SI0AIIP 8y
SAN3AIAIG

‘sajuedwod dnoib o1 seoines Juswebeuew
pue |epueuy sapiroid Osje pue spoob pjoyasnoy seINQUISIP pue sesnoyalem ‘sainpoeinuew eyl sanddns a)fiseyl| pajesBau
Ajeqoib e sy yoyuiers “seusnpul palejal pue spoob pjoyssnoy ayl u Apueuiwopaid paisaaur Auedwod Buipjoy e sl joyuieg

SSANISNG 4O FANLVYN

‘€007 @un( g papue Jeak ayj 104 dnoib ay Jo sjuswialels [erueul [enuue syt Bunusseid ul ainses|d aney s10108.Ip By )

€002 2unr Qg pepud seaf ayl s04

yodal s10308l1(]




58

Directors’ report (ontinued

for the year ended 30 June 2003

SHARE CAPITAL
The following shares were issued during the year:

Date Number of shares Consideration

[ T oo S R
8 October 2002 58 350 Acquisition of assets

8 October 2002 1 033 506 Loan to Steinhoff Share Trust

8 October 2002 3 315 200 Cash

4 November 2002 20776 933 Capitalised dividend

31 December 2002 20 000 000 Cash
2 April 2003 246 086 Acquisition of assets

During the year a wholly-owned subsidiary repurchased 5 991 292 shares in the open market which have been disclosed as
treasury shares and netted off against issued share capital.

CONTRACTS

Mr CE Daun, one of the directors declared his interest in a preference share investment which the group concluded during the
year under review. No other contracts in which directors and officers of the company had an interest and that significantly affected
the affairs or business of the company or any of its subsidiaries were entered into during the year.

POST-BALANCE SHEET EVENTS
The directors are not aware of any material post-balance sheet events.

DIRECTORATE
The directors in office at the financial year-end and date of this report, were as follows:

Executive Date appointed Non-executive

Date appointed

e [, e R e

Bruno Ewald Steinhoff (German) (Chairman) 26 August 1998 Dirk Emil Ackerman 26 August 1998
Markus Johannes Jooste (CEQ) 26 August 1998 Claus Edmund Daun (German) 26 August 1998
Fredrik Johannes Nel 26 August 1998 Johannes Nicolaas Stephanus du Plessis 31 October 2002

Daniél Maree van der Merwe 6 December 1999 Karel Johan Grove 1 September 2000

Norbert Walter Steinhoff (German) 26 August 1998

Dr Deenadayalen Konar
Johannes Fredericus Mouton
Dr Franklin Abraham Sonn

26 August 1998
31 October 2002
31 October 2002

DIRECTORS’ SHAREHOLDING

At 30 June 2003, the present directors of the company held direct and indirect interests in 150 852 451 (2002: 160 344 915) or

15,8% (2002: 17,7%) of the company’s issued ordinary shares.
CORPORATE GOVERNANCE

The group complies in all material respects with the JSE Securities Exchange South Africa (“JSE”) Listings Requirements and the
Code of Corporate Practice and Conduct published in the King Report on Corporate Governance.
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Principal accounting policies

for the year ended 30 June 2003

The group annual financial statements are prepared on the historical cost basis except for certain financial instruments and
plantations which are carried at fair value and incorporate the following principal accounting policies which have been consistently
applied in all material respects, except where otherwise stated.

PRESENTATION OF FINANCIAL STATEMENTS
These financial statements have been prepared in accordance with South African Statements of Generally Accepted Accounting
Practice and are presented in South African rands.

The financial statements for the year cover the twelve-month period ended 30 June 2003.

Unless otherwise stated, all amounts in the annual financial statements are shown rounded off to the nearest R1 000.

ADOPTION OF SOUTH AFRICAN STATEMENTS OF GENERALLY ACCEPTED ACCOUNTING PRACTICE

During the current year, the group adopted the following South African Statements of Generally Accepted Accounting Practice
for the first time:

s AC137: Agriculture

* AC133: Financial instruments: recognition and measurement

The impact of the adoption of AC137: Agriculture is reflected in note 33.

AC133 has introduced a comprehensive framework for accounting for financial instruments. The group’s detailed accounting
policies in respect of such instruments are set out below. The principal effects of the adoption of AC133 have been that all of the
group’s financial instruments are now carried at fair value or amortised cost as appropriate. Derivative financial instruments are,
consistent with prior years, carried on balance sheet at fair value. The effects of the remeasurement of financial instruments to fair
value or amortised cost have been recognised with effect from 1 July 2002. The effects of the group’s adoption of this statement
resulted in no adjustment being made to opening retained earnings as the effect is immaterial.

CONSOLIDATION

The consolidated annual financial statements of Steinhoff International Holdings Limited incorporate the annual financial
statements of the company and enterprises controlled by the company. Control is achieved where the company has the power
to govern the financial and operating policies of an investee enterprise so as to obtain benefits from its activities.

Where the group’s interest in subsidiary undertakings is less than 100%, the share attributable to outside shareholders is reflected
in minority interests.

On acquisition, the assets and liabilities of a subsidiary are measured at their fair value at the date of acquisition.

The operating results of subsidiaries acquired or disposed of during the reporting period are included in the consolidated income
statement from the effective date of acquisition or up to the effective date of disposal, as appropriate.

All significant intercompany transactions and balances between group enterprises are eliminated on consolidation.

Premiums arising on the acquisitions of subsidiaries and any excess of net assets of a subsidiary over the cost of acquisition are
treated in terms of the group’s accounting policy for goodwill.

INTERESTS IN ASSOCIATES
An associate is an enterprise over which the group is in a position to exercise significant influence, through participation in the
financial and operating policy decisions of the investee.
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Principal accounting policies ontinued

for the year ended 30 June 2003

IMPAIRMENT OF ASSETS

The carrying amounts of assets stated in the balance sheet, other than inventories and deferred tax assets, are reviewed at each
balance sheet date to determine whether there is any indication of impairment. If such indication exists, the recoverable amount
of the asset is estimated as the higher of the net selling price and its value in use. An impairment loss is recognised in the income
statement whenever the carrying amount exceeds the recoverable amount.

In assessing value in use, the expected future cash flows are discounted to their present value that reflects current market assessments
of the time value of money and the risks specific to the asset. For an asset that does not generate cash inflows largely independent
of those from other assets, the recoverable amount is determined for the cash-generating unit to which the asset belongs.

A previously recognised impairment loss is only reversed if there has been a change in the estimates used to determine the
recoverable amount; however, not to an amount higher than the carrying amount that would have been determined (net of
depreciation and amortisation) had no impairment loss been recognised in previous years.

An impairment loss in respect of goodwill is not reversed unless the loss was caused by a specific external event of an exceptional
nature that is not expected to recur, and the increase in the recoverable amount relates clearly to the reversal of the effect of
that event.

PATENTS AND TRADEMARKS
The initial cost of acquiring a patent or trademark is capitalised and amortised on a straight-line basis over its estimated useful life,
which ordinarily does not exceed twenty years. The cost of renewing patents and trademarks is charged to the income statement.

GOODWILL

Goodwill arising on consolidation represents the excess of the cost of acquisition over the group’s interest in the fair value of
the identifiable assets and liabilities of a subsidiary, associate or jointly controlled entity at the date of acquisition. Goodwill
is capitalised and amortised on a straight-line basis over its useful economic life, a period generally not exceeding twenty years.

Goodwill arising on the acquisition of an associate is not recognised separately on the face of the balance sheet but is included
within the carrying amount of the associate.

Goodwill arising on the acquisition of subsidiaries and jointly controlled entities is presented separately in the balance sheet.

Negative goodwill represents the excess of the group’s interest in the fair value of the identifiable assets and liabilities acquired
over the cost of acquisition. Negative goodwill that relates to anticipated future losses or expenditure is recognised as income
when these losses or expenditure are incurred. Negative goodwill that relates to identifiable non-monetary assets acquired is
recognised as income on a straight-line basis over the useful economic life of the non-monetary assets, a period generally not
exceeding five years.

On disposal of a subsidiary, associate or jointly controlled entity, the attributable amount of unamortised goodwill or negative
goodwill is included in the determination of the profit or loss on disposal.

LEASED ASSETS
The group as lessor
Rental income from operating leases is recognised when the income is due. The group is not party to any finance leases as lessor.

The group as lessee
Assets held under finance leases are capitalised at their fair value at the date of acquisition. The corresponding liability to the
lessor, net of finance charges, is included in the balance sheet as a finance lease obligation. Finance costs, which represent the
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Principal accounting policies ontinued

for the year ended 30 June 2003

In order to manage its exposure to foreign exchange risks, the group enters into currency forward contracts. Unrealised gains and
losses arising on fair valuing currency forward for identified exposures are charged to income and the resultant foreign exchange
asset or liability recognised in the balance sheet.

Al foreign subsidiaries of the company are classified as foreign entities. On consolidation, the assets and liabilities of these
entities are translated at exchange rates ruling on the balance sheet date. Income and expense items are translated at the average
exchange rates for the period. Exchange differences arising, if any, are classified as equity and are recognised as income or as
expenses in the period in which the entity is disposed of.

DISCONTINUED OPERATIONS
A discontinued operation is a significant distinguishable component of the group’s business that is abandoned or terminated
pursuant to a single formal plan, and which represents a separate major line of business or geographical area of operations.

The profit or loss on sale or abandonment of a discontinued operation is determined from the formalised discontinuance date.

REVENUE RECOGNITION

Sale of goods

Revenue from sale of goods is recognised when substantially all the risks and rewards of ownership have been transferred to the
buyer and the enterprise does not retain continuing managerial control of the goods to a degree usually associated with
ownership, when the amount of revenue and costs incurred or to be incurred in respect of the sale transactions can be measured
reliably, and when the collectability of the consideration in respect of the sale is reasonably assured.

Interest
Interest revenue is recognised on a time-proportion basis by reference to the principal outstanding and at the interest rate applicable.

Rental income
Rental income is recognised when the right to receive rentals is assured.

Dividend income
Dividend income from investments is recognised when the right to receive payment has been established.

BORROWING COSTS

Borrowing costs directly attributable to the acquisition, construction or production of qualifying assets (ie assets that necessarily
take a substantial period of time to get ready for their intended use or sale) are capitalised as part of the cost of those assets.
Capitalisation of such borrowing costs ceases when the assets are substantially ready for their intended use or sale. Investment
income earned on the temporary investment of specific borrowings pending their expenditure on qualifying assets is deducted
from borrowing costs capitalised.

All other borrowing costs are expensed in the period in which they are incurred.

EXCEPTIONAL ITEMS

All items of income and expense arising in the ordinary course of business are taken into account in arriving at income before
taxation. Where items of income and expense are of such size, nature or incidence that their disclosure is relevant to explain the
performance of the group or company, they are separately disclosed and appropriate explanations are provided.

RETIREMENT BENEFIT COSTS

Payments to defined contribution plans are charged as an expense as they fall due. Payments made to state-managed retirement
benefit schemes are dealt with as payments to defined contribution plans where the group’s obligations under the schemes are
equivalent to those arising in a defined contribution retirement benefit plan.
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Principal accounting policies ontinued

for the year ended 30 June 2003

Investments in securities are recognised on a trade-date basis and are initially measured at cost. At subsequent reporting dates,
debt securities that the group has the expressed intention and ability to hold to maturity (held-to-maturity debt securities) are
measured at amortised cost, less any impairment loss recognised to reflect irrecoverable amounts. The annual amortisation of any
discount or premium on the acquisition of a held-to-maturity security is aggregated with other investment income receivable over
the term of the instrument so that the revenue recognised in each period represents a constant yield on the investment.

Investments other than held-to-maturity debt securities are classified as available-for-sale investments and trading investments
and are measured at subsequent reporting dates at fair value.

Where securities are held for trading purposes, unrealised gains and losses are included in net profit or loss for the period.

For available-for-sale investments, unrealised gains and losses are dealt with in equity, until the security is disposed of or is
determined to be impaired, at which time the net profit or loss is included in the net profit or loss for the period.

Accounts receivable

Trade and other receivables originated by the group are stated at their cost less a provision for impairment. An estimate
of doubtful debts is made based on a review of all cutstanding amounts at balance sheet date. Bad debts are written off during
the period in which they are identified. Due to the short-term nature of the group's receivables, amortised cost approximates its
fair value.

Bank and cash balances
Cash on hand is measured at its face value.

Deposits held on call, and investments in money market instruments are classified as loans originated by the group and carried
at amortised cost. Due to the short-term nature of these, the amortised cost approximates its fair value.

Financial liabilities
The group’s principal financial liabilities are interest-bearing debt, accounts payable and bank borrowings:

Interest-bearing debt
Interest-bearing debt, including finance lease obligations, is recognised at amortised cost, namely original debt less principal
payments and amortisations. The accounting policy for finance lease obligations is dealt with under leases set out above.

Bank overdraft

Bank borrowings, consisting of interest-bearing bank loans and overdrafts are recorded at the proceeds received, net of direct
issue costs. Finance costs, including premiums payable on settlement or redemption, are accounted for on an accrual basis and
are added to the carrying amount of the instrument to the extent that they are not settled in the period in which they arise.

Accounts payable
Trade and other payables are stated at cost. Due to the short-term nature of the group’s trade and other payables, the cost

approximates its fair value.

Equity instruments
Equity instruments are recorded at the proceeds received, net of direct issue costs.

Derivative financial instruments
Derivative financial instruments are initially recorded at cost and are remeasured to fair value at subsequent reporting dates.

Changes in the fair value of derivative financial instruments are recognised in the income statement as they arise.
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Income statement

for the year ended 30 June 2003

2003 2002
Notes R'000 R’000
. T ) o R T ‘ L
Revenue 9 948 595 8 207 936
Cost of sales 6 086 660 5146 897
Gross profit 3 861 935 3061 039
Sundry income 176 867 248 264
Distribution costs 614 127 590 905
Foreign exchange (losses) gains (177 195) 100 811
Salaries and wages 798 914 828 962
Operating expenses 1337 304 1113796
Goodwill amortisation and other impairment write-offs 75 663 60 552
Discontinued operations 34 37 362 83171
Operating income 1 998 237 732728
Finance costs 2 197 397 130 190
Income from investments 3 76 216 50 891
Income before taxation 877 056 653 429
Taxation 4 97 950 52 609
Net income after taxation 779 106 600 820
Share of associate companies’ retained income 91 056 55 964
Loss attributable to outside shareholders 2 881 1809
Earnings attributable to ordinary shareholders 873 043 658 593
Basic earnings per share (cents) 5 93 76
Fully diluted earnings per share (cents) 5 90 74
Headline earnings per share (cents) 5 105 91
- As previously stated - 93
- Changes to comply with circular 7/2002 - 2)
Fully diluted headline earnings per share (cents) 5 101 88
Dividend per share (cents) 6 18 15
Dividend cover (times) — based on basic earnings per share 5 5
Note: The current year change in accounting policy has no significant impact on the above earnings per share calculations.
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Statement of changes in equity

for the year ended 30 June 2003

[ ‘ S ‘

Balance at 30 June 2001 as previously stated
Change in accounting policy (note 33)

Balance at 30 June 2001 restated

Earnings attributable to ordinary shareholders
Dividends

Issue of share capital (note 17)

Increase in foreign currency translation reserve
Share of associate companies’ retained earnings

transferred to non-distributable reserves
Transfer to distributable reserves

Balance at 30 June 2002
Earnings attributable to ordinary shareholders
Dividends
Issue of share capital (note 17)
Decrease in foreign currency translation reserve
Acquisition of the remainder of shares of
an associate company
Share of associate companies’ retained earnings
transferred to non-distributable reserves
Reserves released to income

Balance at 30 June 2003

Share Non-
capital and distributable Distributable
premium reserves reserves Total
R'000 R’000 R'000 R'000
LT LT ST
1681 887 139 918 1 074 001 2 895 806
- - 1468 1468
1681 887 139 918 1 075 469 2897 274
- - 658 593 658 593
- - (26 694) (26 694)
473 538 - - 473 538
- 381 658 - 381 658
- 55 964 (55 964) -
- (95) 95 -
2 155 425 577 445 1 651 499 4 384 369
- - 873043 873 043
- - (16 955) (16 955)
98 178 - - 98 178
- (378 6996) - (378 696)
- (1 248) - (1.248)
- 66 320 (66 320) -
- (12 033) (4 472) (16 505)
2 253 603 251 788 2436795 4942 186
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Segmental information

for the year ended 30 June 2003

BUSINESS AND GEOGRAPHICAL SEGMENTS

The segment information set out below is based on the requirements of the South African Statement of Generally Accepted

Accounting Practice AC115: Segment reporting.

Business segments

For management purposes, the group is currently organised into two operating divisions — Manufacturing and Wholesale &
Distribution. These divisions are the basis on which the group reports its primary segment information.

Principal activities are as follows:
Manufacturing — manufacturing of household goods
Wholesale & Distribution — warehousing, wholesaling and distribution of household goods

Segment information about these businesses is presented below.

Wholesale &
Manufacturing Distribution Total
R'000 R'000 R'000

o - B T T e I T T
Year ended 30 June 2003
Revenue 7 260 028 2 688 567 9 948 595
Income before interest, taxation, discontinued operations and impairment
write-offs, including share of associate companies’ income 845 847 358 149 1 203 996
Net assets 3517 335 1424 851 4 942 186
Year ended 30 June 2002
Revenue 6154 814 2053122 8 207 936
Income before interest, taxation, discontinued operations and impairment
write-offs, including share of associate companies’ income 636 666 280 263 916 929
Net assets 3 288 639 1095730 4 384 369

Geographical segments

The group’s operations are located in Southern Africa, Western Europe, Eastern Europe and Australia.
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Notes to the annual financial statements

for the year ended 30 June 2003

2003 2002
R'000 R'000
1.  OPERATING INCOME
Operating income is stated after taking account of the following items
1.1 Auditors’' remuneration
* Audit fees 21 900 12 091
® Other fees 3 467 6 685
* Expenses 91 58
* Underprovision in prior year 1103 1355
26 561 20189
1.2 Directors’' emoluments
Company
contributions
Basic and expense
salaries Bonuses allowances Total
Executive directors — remuneration R'000 R'000 R'000
2003
BE Steinhoff 5178 - - 5178
NW Steinhoff 1930 - 94 2024
MJ Jooste 1 350 1500 200 3050
DM van der Merwe 909 1500 172 2 581
FJ Nel 372 1000 78 1450
9739 4 000 544 14 283
2002
BE Steinhoff 4 599 - - 4 599
NW Steinhoff 1845 - 90 1935
MJ Jooste 717 - 73 790
DM van der Merwe 440 - 62 502
FJ Nel 349 - 69 418
7 950 = 294 8 244
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Notes to the annual financial statements continued)

for the year ended 30 June 2003

Non-executive directors

— share rights

Offer date

- e e e

1.  OPERATING INCOME (continued)

1.2 Directors’ emoluments (continued)

DE Ackerman
CE Daun

D Konar

KJ Grove

JF Mouton

FA Sonn

JNS du Plessis

Offers
Initial Subsequent awarded
offer offers in 2002 Offers
September July July awarded
1998 2000 2001 in 2003 Total
[ . [T
60 000 289 600 43 200 - 392 800
- 289 600 43 200 - 332 800
60 000 289 600 43 200 - 392 800
- 289 600 43 200 - 332 800
120 000 1158 400 172 800 - 1451 200

Allinitial offers were at nominal value, all subsequent offers were at 540 cents per share and all offers awarded in 2002 were

at 528 cents per share.

The deferred delivery date is three years from the above offer date maturing at 20% per annum.

[ e

[

Paid by:
* Company
* Subsidiary companies

1.3 Fees paid for services
* Administrative
* Managerial

¢ Technical, consultancy and know-how

¢ Secretarial

1.4 Net foreign exchange profit

* Net gains/(losses) on foreign currency assets/liabilities
* Foreign exchange (losses)/gains excluding effect of foreign currency asset/liability

2003 2002
R'000 R'000
670 235

14 283 8 244
14 953 8 479
17 277 10 813

5 456 7 504
4819 6 002
1039 986
28 591 25305
183 636 (260 623)
(360 831) 361434
(177 195) 100 811
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Notes to the annual financial statements ontinued)

for the year ended 30 June 2003

2003 2002
R‘000 R'000
1. OPERATING INCOME (continued)
1.14 Post-retirement benefit expenses:
* Pension fund contributions (defined benefit plans) 4 672 2 640
* Provident fund contributions (defined contribution plans) 27 161 22 560
* Post-retirement medical aid contributions (made for retired employees) - 244
31 833 25 444
2. FINANCE COSTS
Interest paid
* Loans 40773 28 796
* Bank overdrafts 153 506 95 201
* Lease liabilities 38 342
e Other 3080 5 851
197 397 130 190
3. INCOME FROM INVESTMENTS
Dividends received: Unlisted investments 4 474 -
Interest received: Bank balances and loans receivable 64 271 49 015
Interest received: Associate companies 7 471 -
Profit on sale of investments - 1876
76 216 50 891
4. TAXATION
4.1 Taxation charge
Current year:
* South African normal taxation 3710 4 369
® South African deferred taxation (705) 39 201
* Foreign normal taxation 69 878 43 056
¢ Foreign deferred taxation 25777 5337
98 660 91 963
Adjustment to prior year's taxation:
« South African normal taxation 1143 2 346
s South African deferred taxation (1 902) (42 243)
¢ Foreign normal taxation - (2 686)
(759) (42 583)
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Notes to the annual financial statements contined

for the year ended 30 June 2003

2003 2002
R'000 R’000
{ S - T T - N [
5. EARNINGS PER SHARE (continued)
5.3 Headline (continued)
Headline earnings is reconciled to earnings attributable to shareholders as follows:
Earnings attributable to ordinary shareholders 873 043 658 593
Adjusted for:
* Discontinued operations — South African manufacturing plants 18 090 29 324
* Discontinued operations — German manufacturing plants 19 272 53 847
* Goodwill and other impairment write-offs 75 663 60 552
* Loss/(profit) on disposal of property, plant and equipment 4 977 (17 295)
* Profit on disposal of business (12 000) -
* Loss on disposal of business 9793 -
¢ Goodwill amortisation included in associate company income 4 590 -
* Negative goodwill amortisation included in associate company income (8 670) -
* Loss on disposal of property, plant and equipment included in
associate company income 107 -
Headline earnings 984 865 785 021
5.4 Diluted
Fully diluted headline earnings per share of 101 cents (2002: 88 cents) are based on 970 455 140 (2002: 895 700 852) shares,
and calculated on the headline earnings, representing a dilution of 4% (2002: 3%) in headline earnings per share stated in
5.3 above. This calculation does not recognise any funds to be received from the exercise of allocated rights or any
projected growth in attributable earnings arising from such additional funds, which could compensate for any dilution in
earnings per share.
6.  DIVIDENDS PER SHARE

A capitalisation share award is awarded to shareholders registered at the close of business on 7 November 2003, with
shareholders having the right to elect to receive instead a final cash dividend of 18 cents (2002: 15 cents) per share.

Shareholders receiving the capitalisation award will be issued new ordinary shares in the company. The number of shares to
which shareholders are entitled will be determined by multiplying the number of ordinary shares held by the ratio. The ratio
will be arrived at by multiplying 18 cents per share by a factor of 1,17647 and dividing by the issue price of the shares to
be issued. The factor of 1,17647 has been determined with a view to take into account any Capital Gains Tax (“CGT") that
a shareholder who elects the capitalisation share award may incur on the shares received in terms of such award for no
consideration. This factor results in the capitalisation shares being issued at a discount of 15% to the applicable market
price, which percentage is equal to the effective CGT rate payable by corporate taxpayers.

The new shares to be issued will be issued as fully paid shares of 0,5 cents each at an issue price to be determined, by way
of capitalisation of part of the company’s reserves, and will rank equal in all respects with the shares then in issue.
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Notes to the annual f

for the year ended 30 June 2003

8. PROPERTY, PLANT AND EQUIPMENT

inancial statements continued

Additions Subsidiaries Intergroup
Opening and acquired Reclassi-  Fair value  Exchange purchases Closing
balance transfers  Disposals  (disposed) fication adjustment differences Impairment (disposals) balance
Cost/fair value R'000 R'000 R'000 R'000 R'000 R'000 R‘000 R'000 R'000 R'000
Land and buildings 1738 007 309 371 (50 813) 56 820 8 899 - (372178) - (10) 1690 096
Plantations (fair value) 4678 - - - - 515 - ~ - 5193
Plant and machinery 1 054 567 125558 (44 411) 16 366 (21 415) - {146 398) (5 670) (11774) 966 823
Motor vehicles 82431 17178 (24 435) 6925 7 243 - (10792) - (12) 78 538
Capitalised lease assets 345 - - - - - - - - 345
Leasehold improvements 13 906 2 966 (1369} 1765 (152) - (&) (228) (144) 16 743
Office and computer
equipment, furniture and
other assets 539 623 149 456 (108 356) 39 202 9 907 - (96 797) (23 788) (195) 509 052
3433557 604 529 (229 384) 121078 4482 515 (626 166) (29 686) (12 135) 3266790
Current Subsidiaries Intergroup
Opening year (acquired)  Reclassi-  Fair value  Exchange {purchases) Closing
balance charge  Disposals  disposed fication adjustment differences Impairment  disposals balance
Accumulated depreciation R'000 R'000 R'000 R'000 R'000 R'000 R'000 R'000 R‘000 R'000
S T e e
(241 981) (49 264) 2674 (11.119) (367) - 59 843 - 10 (240 204)
Plant and machinery (530 430) (75 489) 33216 (27 213) 13794 - 98 175 1234 11774 (474 939)
Motor vehicles (40 750) (11 400) 15 955 (4 387) (3 484) - 6612 - 12 (37 442)
Capitalised lease assets (68) (28) - - - - - - - (96)
Leasehold improvements 2 757) (771) 907 (1 509) - - 1 192 144 3793)
Office and computer
equipment, furniture and
other assets (301 511) (54 906) 37756 (28 912) (14 425) - 63 437 (9 717) 195 (308 083)
(1117 497) (191 858) 90 508 (73 140) (4 482) - 228068 (8 291) 12135 (1 064 557)
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Notes to the annual financial statements coninued

for the year ended 30 June 2003

Percentage holding Carrying value
2003 2002 2003 2002
% % R'000 R'000
[ B B - LT s . ) LT L a LTI,
9. INTEREST IN ASSOCIATE COMPANIES (continued)
Listed:
® Unitrans Limited 26,1 26,0 538 287 513 227
— Shares 430 756 428 725
— Post-acquisition earnings 107 471 67 994
~ Loans 60 16 508
Unlisted:
* PG Bison Holdings (Proprietary) Limited 34,9 34,9 217 238 173 830
* Loungefoam (Proprietary) Limited 33,3 33,3 38 593 11 505
* Longhaul Properties Wadeville
(Proprietary) Limited -~ 45,0 - 855
* Ukraine Polster Design GmbH, Leder
und Classic Polstermébelfabrick GmbH
and Kompania Kijanka — Steinhoff GmbH - 50,0 - 9 000
* @Work Holdings (Proprietary) Limited - 40,0 - 52 069
794 118 760 486
13 100 394 of the 19 956 784 shares that
Steinhoff Africa Holdings (Proprietary) Limited
held in Unitrans Limited as at year end,
have been pledged as security for the
long-term licence fee liability (see note 20).
Market value of listed investment including
directors’ valuation of loan 426 138 431 243
Directors’ valuation of unlisted investments 255 831 247 259
681 969 678 502

The directors are of the opinion that the diminution in the value of the listed
investment is not of a permanent nature and have therefore not provided
for any impairment of the carrying value of their interest.

Nature of businesses:

Unitrans Limited: Transportation and freight services

PG Bison Holdings (Proprietary) Limited: Manufactures particleboard
Loungefoam (Proprietary) Limited: Manufactures foam products
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Notes to the annual financial statements continued)

for the year ended 30 June 2003

2003 2002
R'000 R'000
e 10.  INTEREST IN JOINT VENTURE COMPANIES (continued)
The proportionate share of the financial information of the joint ventures
consolidated are as follows:
Assets and liabilities
¢ Property, plant and equipment 116 414 90 647
® Investments and loans 1183 8 037
* Goodwill 11 338 -
¢ Current assets 226 394 244 209
e Current liabilities (181 518) (162 024)
* Long-term liabilities (52 363) (59 827)
Revenues and expenditure
: 2 ‘ ® Revenue 656 129 626 960
P v * Expenses (600 119) (568 275)
* Net profit before closure cost 56 010 58 685
¢ Closure cost - (18 016)
* Net profit before taxation 56 010 40 669
11. INVESTMENTS AND LOANS
Unlisted investments 60 136 23 653
Loans receivable 326 111 461 970
386 247 485 623
Directors’ valuation of unlisted investments 60 136 23 653

Details of unlisted investments are available at the registered office of the company.
Unlisted investments are classified as available for sale in terms of AC133.

The loans receivable consist of various loans with repayment terms varying between 13 and 84 months and bear interest at
market related interest rates.
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Notes to the annual financial statements continued

for the year ended 30 June 2003

13. FOREIGN CURRENCY ASSETS/(LIABILITIES)

The group utilises currency derivatives to eliminate or reduce the exposure of its foreign currency denominated assets and
liabilities, and to hedge future transactions and cash flows. The group is party to foreign currency forward contracts in the
management of its exchange rate exposures. The instruments purchased are primarily denominated in the currencies of the
group’s principal markets. As a matter of policy, the group does not enter into derivative contracts for speculative purposes.

During the year, group companies transacted with Fihag Finanz-und Handels AG, a shareholder as disclosed on page 109, who
acted as agent and advisor to the group in the management of its exchange rate exposures as disclosed below. At year-end the
net balance due under all currency related transactions which realised during the period were €61,3 million which is included
under accounts receivable of which €40,4 million was paid and banked at the date of this report. All transactions entered into
between the parties are at normal market related terms and conditions and are conducted at arm’s length in the normal course
of business.

2003 2002
‘000 ‘000
{ i - T T o e B N i
13.1 Net currency forward contracts to sell/(buy) foreign currency:
Euros (€3 928) (€4 368)
US dollars $106 802 $108 940
UK pounds £282 £1 919
Japanese yen (¥7 617) -
These currency forward contracts were fair-valued at year-end. The fair values are based
on market values of equivalent instruments at the balance sheet date.
2003 2002
R'000 R'000
| I B — _ . . ‘ z T ]
13.2 Fair valuing currency forward contracts resulted in foreign currency assets/(liabilities)
as follows:
Assets
Euros 4 1334
UsS dollars 150 985 87 160
150 989 88 494
Liabilities
Euros (2 449) -
US dollars (2132) -
UK pounds (8) (1 409)
Japanese yen (25) -
(4 614) (1 409)
Net foreign currency assets 146 375 87 085
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Notes to the annual financial statements ontinueq

for the year ended 30 June 2003

17.
17.3

17.4

17.5

17.6

SHARE CAPITAL AND PREMIUM (continued)
Movement of share capital and premium
Opening balance

Movement for the year

Shares issued for cash

Shares issued to share trust on loan account
Capitalisation dividend issued

Capitalisation issue debited to share premium
Listing expenses

Treasury shares

Closing balance

Unissued shares
Number of shares

The directors are authorised, by resolution of the shareholders and until the
forthcoming annual general meeting, to dispose of the unissued shares,
subject to the listing requirements of the JSE relating to a general authority
of directors to issue shares for cash.

Share scheme rights:
Rights allocated at 30 June (number of shares)

The above rights were issued in terms of the Steinhoff Share Trust, other share
incentive schemes of companies acquired as well as in terms of a share scheme
offered at listing in terms of which certain directors and executives have the right
to acquire a number of shares at nominal value.

Disclosure requirements in terms of the Steinhoff Share Trust deed

* Number of shares reserved for the scheme remaining unissued

¢ Number of shares allotted to the trust during the year as a result of scheme
beneficiaries who have accepted the offer

* Number of shares sold by the trust to beneficiaries during the year

* Number of shares available for sale by the trustees to proposed participants

2003 2002
R'000 R'000

2 155 425 1681 887
98 178 473 538
130 600 472 610

6 469 8 147

141 283 74 966
(141 283) (74 966)
(1 217) (7 219)
(37 674) -

2 253 603 2 155425

553 945 207 593 383 990
30 485 804 30947 129
79 052 694 78012 789

- 13002 108
3 352 800 3393 200
278 521 220 457
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Notes to the annual financial statements (ontinued)

for the year ended 30 June 2003

2003 2002
% %
o - R
20. LONG-TERM LIABILITIES (continued)
20.2 Weighted average interest rates
* Syndicated loan 416 -
® Term loans 4,40 6,00
» Capitalised finance lease agreements 16,00 16,00
Unsecured loans 6,94 8,00
R'000 R'000
e A L B . _ _ - _ S .2
20.3 Analysis of repayments
Repayable in the 12 months to:
* 30 June 2004 119 765 224 905
e Within 2 - 5 years 1262 325 760 510
* Thereafter 384 454 224174
1766 544 1209 589
‘000 ‘000
. I T
Loan details
* Syndicated loan with Citibank International plc and Commerzbank International SA:
Facilities available:
- Term loan €99 995 -
- Revolving credit commitments €75 005 -

Amounts utilised/drawdowns:
— Term loan R860 957 -
- Revolving credit — (2003: utilisation of R86 100 000

included in short-term liabilities — note 22) - -

The term loan is repayable in five equal quarterly repayments or three equal semi-annual repayments, commencing on
15 April 2005.

The revolving credit commitments will be reduced and permanently cancelled in full by five equal quarterly or three equal
semi-annual commitment reductions, commencing 15 April 2005.

Steinhoff International Holdings Limited has subordinated a shareholder loan and loans due from Steinhoff Europe AG
{Austria), amounting to €56 328 720 and €123 671 280 respectively, until the senior debt has been unconditionally and
irrevocably paid and discharged in full.

* Commerzbank
Amounts utilised R205 142 R374 125
The term loan is repayable in equal instalments. In 2002 this loan was disclosed
as unsecured due to transitional financing arrangements.
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Notes to the annual financial statements (continued

for the year ended 30 June 2003

21.  ACCOUNTS PAYABLE (continued)
Opening Additional Amounts Amounts Exchange Closing
Provisions balance provision utilised reversed differences balance
oo consist of R’000 R'000 R'000 R'000 R'000 R’'000
Leave pay provision 51 854 3317 (5311 (470) (6 313) 43 077
Bonus provision 16 105 7 615 (13 423) (4 187) - 6110
Warranty provisions 40 505 690 (5 594) 588 (5972) 30 217
Pension provision 30 166 7 287 (753) - (5 386) 31 314
138 630 18 909 (25 081) (4 069) (17 677) 110718

Provision for leave pay

The leave pay provision relates to possible vesting leave pay to which employees may become entitled upon leaving the
employment of the group. The provision arises as employees render a service that increases their entitlement to future
compensated leave and is calculated based on an employee’s total cost of employment. The provision is utilised when
employees become entitled to and are paid for the accumulated leave pay or utilise compensated leave due to them.

Provision for bonus
The provision for bonus consists of a performance based bonus. The bonus payable is fixed by applying a specific formula

based on the employees’ achievement of performance targets. The employee must be in service on 30 June 2003 to qualify
for the bonus.

Provision for warranty

The warranty provision represents management's best estimate, based on past experience, of the group’s liability under
12 month warranties granted on products sold.

Provision for pensions
The provision for pension relates to the group’s obligation for a director of the company in Europe.

94
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R'000 R'000
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22. SHORT-TERM LIABILITIES
Current portion of long-term liabilities (note 20) 119 765 224 905
Short-term loans payable 573 676 480 923
693 441 705 828

The short-term loans comprise loans with various European banks, repayable within a year. The loans bear interest at

European banks lending rates.
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Notes to the annual financial statements continued)

for the year ended 30 June 2003

2003 2002
R'000 R’000
U T O
23. RETIREMENT BENEFIT PLANS {(continued)
23.1 Provident and pension funds (continued)
Defined benefit plan: The Afcol Pension Fund (continued)
The amount included in the balance sheet arising from the group’s obligation in respect
of defined benefit retirement plans is as follows:
Present value of funded obligations (126 483) (117 358)
Unrecognised actuarial losses 21721 9618
Fair value of plan assets 190 352 189 150
Net asset 85 590 81 410
Movements in the net asset in the current period were as follows:
At the beginning of year 81 410 77 328
Net gain included in income 4180 4082
At the end of year 85 590 81410
Analysis for financial reporting purposes:
Current assets: Other receivables and amounts due 16 529 18 888
% %
R I T - - - T
Key assumptions used:
Discount rate 10,0 11.5
Expected return on plan assets 9.0 10,5
Expected rate of salary increases 6,5 8,0
Future pension increases 4,8 6,2

The Afcol Pension Fund has an actuarial surplus based on the latest statutory actuarial valuation dated 31 March 2001, which
has been updated for 30 June 2003. In terms of an agreement reached between the trustees, the fund and the employer,
the surplus has been allocated between the members and the employer. The proposed distribution of the pension fund
surplus was performed by an actuary, in accordance with the Pension Funds Act, (Act No 24 of 1956) and application was
made to the Registrar of Pension Funds to concur with the methods and assumptions used in the proposed distribution of
the surplus. The application for the distribution of the pension fund surplus was submitted to the Financial Services Board
{(FSB). Although approval from the FSB has not been obtained, based on the process followed, the assumptions used and
the adjustments made in the calculation of the surplus, the group carried an asset on its balance sheet at 30 June 2003,
amounting to R16,5 million (2002: R18,8 million) in respect of the total pension fund surplus of R85,6 million
(2002: R81,4 million). The directors are of the opinion that the asset raised approximates the final amount to be approved
by the FSB for distribution.
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Notes to the annual financial statements continued

for the year ended 30 June 2003

2003 2002
R'000 R*000
o o N T R o e o ST
24. COMMITMENTS AND CONTINGENCIES {continued)
24.3 Borrowing facilities
In terms of the articles of association, the borrowing powers of the company
are unlimited.
24.4 Unutilised borrowing facilities 1143 362 1779 027
24.5 Contingent liabilities
Certain companies in the group are involved in disputes of which the outcome is uncertain. The directors are however
confident that they will be able to defend these actions, that the potential of outflow or settlement is remote, and if not,
that the potential impact on the group will not be material.
There is no other litigation, current or pending, which is considered likely to have a material adverse effect on the group.
25.  FINANCIAL RISK MANAGEMENT

Treasury risk management
Senior executives meet on a regular basis to analyse currency and interest rate exposures and re-evaluate treasury
management strategies against revised economic forecast.

Foreign currency management
Material forward currency contacts are summarised in note 13. The writing of option contracts is prohibited; currency options
are only purchased as a cost-effective alternative to forward currency contracts.

Liquidity risk management
The group continuously manages its liquidity risk, which is evidenced by its liquid resources and unutilised borrowing
facilities.

Concentration of credit risk

Potential concentrations of credit risk consist principally of short-term cash and cash equivalent investments, trade and other
debtors and loans receivable. The group deposits short-term cash surpluses with major banks of high quality credit standing.
Trade debtors comprise a widespread customer base and group companies perform ongoing credit evaluations on the
financial condition of their customers. At 30 June 2003, the group did not consider there to be any significant concentration
of credit risk, which had not been adequately provided for. The amounts presented in the balance sheet are net of
allowances for doubtful receivables, estimated by the group companies’ management based on prior experience and the
current economic environment.

Fair value of financial instruments
The group’s financial instruments consist mainly of cash at bank and cash equivalents, investments, loans due to the group,
accounts and other receivables, accounts and other payables and long and short-term liabilities.

The estimated net fair values at which financial instruments are carried on the balance sheet at 30 June 2003 have been
determined using available market information and appropriate valuation methodologies, but are not necessarily indicative
of the amounts that the group could realise in the normal course of business.
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Notes to the annual financial statements continueq
for the year ended 30 June 2003
2003
R'000
— ,ﬁ 28. NET CASH FLOW ON ACQUISITION OF SUBSIDIARY COMPANIES

The fair value of assets and liabilities assumed at date of acquisition were as follows:
Assets:
* Property, plant and equipment 65 004 181 899
¢ |nventories 45 643 96 705
* Accounts receivable 46 627 150 003
e Cash on hand 8 520 3852
* Deferred taxation assets 11 858 1359
® Trademarks 5954 -
® Shareholder’s loan - 4 068
¢ [nvestments 781 -
Liabilities:
* Long-term liabilities (24 018) (29 250)
* Trade payables (79 457) (113 547)
* Deferred taxation liability - (8 577)
¢ Bank overdraft - (27 063)
* Taxation payable (56) (15 120)
¢ Short-term loans (13 774) _
¢ Shareholders’ loan (64 004) _
Qutside shareholders’ interest 9139 (20 610)
Fair value of assets and liabilities acquired 12 217 223719
Net goodwill at acquisition 22 391 352 254
Total purchase price (34 608) (575 973)
Bank overdraft at acquisition - (27 063)
Cash on hand at acquisition 8 520 3852
Shareholders’ loan account - 4 068
Investment in associate companies which became subsidiaries 8 266 -
Net cash outflow at acquisition of subsidiaries (17 822) (595 116)

100
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Notes to the annual financial statements continueq

for the year ended 30 June 2003

2003 2002
R'000 R’000
oo R Lo T I T
31.  CASH AND CASH EQUIVALENTS
Cash and cash equivalents consist of cash on hand and balances with banks as well as
near-cash instruments. Bank overdrafts are only included where the group has a legal
right of set-off due to cash management arrangements. Cash and cash equivalents
included in the cash flow statement comprise the following balance sheet amounts:
Funds on call and deposits 198 597 48
Bank balances and cash 1 655 254 892 036
Bank overdrafts - -
Bank overdrafts per balance sheet (537 283) (574 117)
Less: Bank overdrafts included in financing activities 537 283 574 117
Net foreign currency assets 146 375 87 085
2 000 226 979 169
32. RELATED PARTY TRANSACTIONS
Related party relationships exist between shareholders, subsidiaries, joint ventures and associate companies within the
group. These transactions are concluded at arm’s length in the normal course of business and include transactions as aresult
of the group-wide treasury management of foreign currency movements. All material intergroup transactions are eliminated
on consolidation.
32.1 Joint ventures and associate companies
Details of investments in associate companies and joint ventures are disclosed in notes 9 and 10 respectively. o
32.2 Interests of directors in contracts
A director declared his interest in a preference share investment which was concluded by the group during the year under
review. All other directors of the company have confirmed that they were not materially interested in any other contract of
significance with the company or any of its subsidiary companies, which could have resulted in a conflict of interest during
the year.
32.3 Related interests of directors and officers in share capital

Details have been included in the directors’ report on page 58 and on page 109.
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Notes to the annual financial statements ontinueq

for the year ended 30 June 2003

34. DISCONTINUED OPERATIONS

In order to rationalise and achieve economies of scale, a number of business divisions, both locally and internationally, were
closed as follows:

104

(- : Cost of
Date discontinuance
Date of initial discontinuance 2003 2002
discontinuance Division Business completed R'000 R'000
oo S o R - N
Peach and Hatton
Heritage (Proprietary) Limited 13 663 -
20 April 2003 Unita division of Peach
and Hatton Heritage Pine furniture
(Proprietary) Limited manufacturer 30 June 2003 3 558 -
31 August 2002 Peach and Hatton division
of Peach and Hatton Heritage  Pine furniture
(Proprietary) Limited manufacturer 31 December 2002 | 10 105 -
30 April 2003 Ultrabord (Proprietary) Limited  Particle board
manufacturer 30 June 2003 4427 -
28 February 2003 Magdeburger Mdbelwerke Lounge suite
(Germany) manufacturer 30 June 2003 5 404 -
9 August 2002 Schafermébel (Germany) Lounge suite
manufacturer 31 March 2003 7 315 -
15 August 2002 Klose Herzlake (Germany) Warehouse 30 June 2003 6 553 -
13 December 2001 Milano Lounge Lounge suite
manufacturer 31 December 2001 - 7 808
24 August 2001 Crossdock division of
Roadway Logistics Distribution 31 May 2002 - 18 016
14 December 2001 Textile division of Premier Spring
Springs Industries manufacturer 30 April 2002 - 3500
1 January 2002 Poco (Germany) Lounge suite
manufacturer 30 June 2002 - 41823
1 July 2001 Sachsenpolster (Germany) Lounge suite
manufacturer 30 November 2001 - 12024
37 362 83171
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Notes to the annual financial statements ontinueq)

for the year ended 30 June 2003

2003 2002
R'000 R'000
[ L I T T ) I ) H
34. DISCONTINUED OPERATIONS {continued)
The results including cost of discontinuance of the Magdeburger Mébelwerke
division in Germany which have been included in the consolidated financial
statements, were as follows:
Revenue 26 333 33 345
Operating costs (45 248) (53 352)
Loss before taxation (18 915) (20 007)
Taxation - -
Loss after taxation (18 915) (20 007)
The carrying amounts of the total assets and total liabilities discontinued of the
Magdeburger Mdbelwerke division in Germany are as follows:
Carrying value of total assets 40 166 49 446
Carrying value of total liabilities 90 026 114 452
The results including cost of discontinuance of the Schafermdbel division
in Germany which have been included in the consolidated financial statements,
were as follows:
Revenue 66 489 87 453
Operating costs (128 402) (117 297)
Loss before taxation (61 913) (29 844)
Taxation - -
Loss after taxation (61 913) (29 844)
The carrying amounts of the total assets and total liabilities discontinued of the
Schafermaobel division in Germany are as follows:
Carrying value of total assets 35077 82133
Carrying value of total liabilities 80 478 95 069
106
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Special resolutions

During the period under review the following special resolutions by the company and its subsidiaries in South Africa were
approved and registered with the Registrar of Companies:

1. teinhoff International Holdings Limited (1 998/003951/06)

S
The resolutions proposed in the previous annual report were approved and registered on 4 December 2002 dealing with
1.1 the authority to repurchase the tompany’s shares;

1.2 the granting of rights and the issue of shares in terms of the Share Incentive Scheme to those directors who do not hold
salaried employment or office with the company; and

1.3 the amendment to the Articles of Association in adding a new Article 893 authorising communication by electronic

2. Thesen Sawmilling (Pty) Ltd Amoo._\oowwww\od
The resolution for the change of name from Swanvest 296 (Pty) Ltd was approved and registered on 19 July 2002.

3. Sit at Work (Pty} Ltd (1992/004646/07)
The resolution for the change of name from Wilkhahn SA (Pty) Ltd was approved  and registered on 19 March 2003.

4.  Steindor (Pty) Ltd (2001/00591 1/07)
The resolution for the change of name from Leopont 417 Properties (Pty) Ltd was approved and registered on 31 March

B Investment Holdings (Pty) Ltd (1994/003585/07)

I
The resolution for the change of name from lgbal Bam Investment Holdings (Pty) Ltd was approved and registered on
31 March 2003,

6.  Edwood Marketing (Pty) Ltd (1958/000233/07)
The resolution for the change of name from Randleigh Sales (Pty) Ltd was approved and registered on 31 March 2003,

During the period under review Steinhoff Europe AG (CH - 130.0.009.701 - 2) registered in Switzerland, approved of and had
a resolution registered on 14 April 2003 in terms of which the “group clause” was included in the Articles of Association in terms
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JSE trading history and exchange rates

for the year ended 30 June 2003

2003 2002 2001 2000 1999
e : Closing price (cents) 660 825 650 600 396
Highest price (cents) 830 975 700 690 500
Lowest price (cents) 455 590 460 390 300
Number of shares traded (million) 402 348 192 192 22
Value of share traded (R million) 2 643 2717 1206 993 91
Average weighted traded price {cents) 657 780 648 517 410
Closing spot: Industrial 25 index* INDI 25 5 204,60 7 178,15 7 240,238 8 086,814 6 565,59*
Dividend yield (%) 2,27 1,8 1,9 1,24 -
Earnings yield (%) 15,91 11,03 9,85 8,67 8,59
Price earnings ratio (x) 6,29 9,07 10,16 11,54 11,65
Market capitalisation (Rm) 6 284 7 480 5391 4827 3101

The following table sets out the high and low closing prices of Steinhoff shares and the average daily trading volume of our shares
on a yearly basis for the last four financial years, as reported by I-Net Bridge (Pty) Limited (I-Net Bridge), a South African financial
information service:

Closing price Average daily
High Low trading volume

(Number of shares)

(Rand per share)

T - I

1999 5,00 3,20 116 825
2000 6,75 3,85 724 827
2001 7,50 5,80 890 168
2002 9,13 6,20 1471125
2003 8,20 4,55 1371 338

EXCHANGE RATES
The following table sets forth, for the periods indicated, the average and period-end exchange rates in rand expressed in
R per €1,00, used to convert the results and the balance sheets of the European subsidiaries into South African rands.

Year ended 30 June Average™ Period end®
1999 6,67 6,26
2000 6,36 6,51

2001 6,75 6,85
2002 9,00 10,25
2003 9.415 8,61

Note

0] The average exchange rate was used to translate income and expenditure.

2) The period-end rate was used to translate assets and liabilities,

(3) Prior to 2002, the euro rate is based on the Deutsche mark exchange rate which is DM1,95583 per €1,00.
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Notice ot annual general meeting continueq)

Ordinary resolution number 2
4. Resolved that, subject and in accordance with the requirements of the JSE:

4.1 the company places and reserves 85 426 746 unissued ordinary shares in the company (which number constitutes less than
10% of the company’s issued share capital) at the disposal of the directors for the continued implementation of the Steinhoff
International Share Incentive Schemes.

Ordinary resolution number 3
4.2 the company authorises and ratifies the granting of rights, the allotment and the issue of shares at nominal value in terms
of an incentive scheme ("the new scheme”) subject to the following:

4.2.1 a maximum number of up to 5% (five percent) of the issued share capital be reserved for the implementation of the new
scheme (as at 30 June 2003 such maximum would have been 47 602 304 shares);

4.2 2 the rights only be granted to senior executives who exercise a material influence on the performance of the group approved

by a quorum of non-executive directors, who are members of the human resources and remuneration committee
("REMCO");

4.2.3 the maximum number of rights to any one participant will be 10% (ten percent) of the number reserved in terms of 4.2.1
above (equals 0,5%, (nil comma five percent) (as at 30 June 2003 such maximum would have been — 4 760 230 shares),

4.2.4 the reserved shares will be allotted and issued in tranches of 1/3 (one third) per annum from the 3rd anniversary of the
granting provided the following performance criteria have been achieved:

A.  acompound growth in headline earnings per share (“HEPS") equal to at least the average growth of companies included
in, and comprising the INDI 25 Index (“INDI 25") over a three-year period from date of granting of the rights; and

B. the volume weighted average traded share price of the company over the 30 trading days immediately preceding the date
of measuring after (the measurement date) to exceed the results of the following formula:

(@-b)+bx100xC
where
a = the INDI 25 at the measurement date;
b = the INDI 25 at date of the granting of the rights; and
c = the share price of Steinhoff based on the [30 day] volume
weighted average share price at the date of the granting of the rights.

4.2.5 in the event of the criteria not being satisfied by the 3rd anniversary the rights will be extended to the next years on an
accumulative basis, provided that if the criteria are not met by the end of the financial year in which the 5th anniversary falls,
all rights will lapse.

4.2.6 except if and as approved by the REMCO and save for the reasons of termination set out below, the rights will lapse and
be of no force and effect on termination of the employment of any participant:
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Notice of annual general meeting continued

. the consolidated assets of the company, fairly valued in accordance with Generally Accepted Accounting Practice, will be
in excess of the consolidated liabilities of the company;

*  the company will have adequate capital for a period of 12 (twelve) months after the date of this notice; and

. the working capital of the company will be adequate for a period of 12 (twelve) months after the date of this notice.

Ordinary resolution number 4

6. Resolved that the board of directors be and it is hereby authorised in terms of Article 26.2 of the articles of association of
the company to create and issue convertible debentures, debenture stock, bonds or other convertible instruments in the
capital of the company, subject to such conversion and other terms and conditions as it may determine in its sole and
absolute discretion but subject further at all times to the rules and requirements of the JSE.

Ordinary resolution number 5

7. Resolved that, subject to the passing of special resolutions numbers 1, 2 and 3 and ordinary resolutions numbers 1, 2 and
3 contained in the notice convening this annual general meeting, any director or secretary of the company, for the time
being, be and is hereby authorised to take all such steps and sign all such documents and to do all such acts, matters and
things for and on behalf of the company as may be necessary to give effect to the special and ordinary resolutions passed
at this general meeting.

Voting

Each shareholder, whether present in person or by proxy, is entitled to attend and vote at the general meeting. A form of Proxy
in which is set out the relevant instructions for its completion is enclosed for use by any shareholder who is unable to attend the
general meeting but wishes to be represented thereat. If you have dematerialised your shares with a Central Securities Depository
Participant ("CSDP”) or broker you must arrange with them to provide you with the necessary authorisation to attend the general
meeting or you must instruct them as to how you wish to vote in this regard. This must be done in terms of the agreement entered
into between you and the CSDP or broker. Any shareholder who completes and lodges a form of proxy will not be precluded
from attending and voting at the general meeting to the exclusion of the proxy appointed by him.

Each shareholder is entitled to appoint one or more proxies (who need not be shareholders of the company) to attend, speak and
vote in his/her stead. On a show of hands every shareholder who is present in person or by proxy shall have one vote and, on a
poll, every shareholder present in person or by proxy shall have one vote for each share held by him/her. The forms of proxy
should be completed and forwarded to reach the offices of the company’s transfer secretaries or the company secretary at the
address given below by not later than 13:00 on Friday, 28 November 2003.

By order of the board

SJ Grobler
Company Secretary
7 November 2003

Registered office

28 Sixth Street

Wynberg

Sandton

2090

{PO Box 1955, Bramley, 2018)
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Notes to the proxy

NOTES

A Steinhoff shareholder may insert the name of a proxy or the names of two alternative proxies of his/her choice in the space(s)
provided, with or without deleting “the chairman of the general meeting”, but any such deletion must be initialled by the
Steinhoff shareholder concerned. The person whose name appears first on the form of proxy and has not been deleted will be
entitled to act as proxy to the exclusion of those whose names follow.

A Steinhoff shareholder’s instructions to the proxy must be shown by indicating, in the appropriate boxes provided, the manner
in which that Steinhoff shareholder wishes to vote by inserting an “X" in the relevant box, unless a shareholder wishes to split
his/her votes in which case the relevant numbers of shares to be so voted must be indicated in the proxy to vote or abstain from
voting at the general meeting as he/she deems fit in respect of all the Steinhoff shareholder's votes exercisable thereat.
A Steinhoff shareholder or his/her proxy is not obliged to use all the votes exercisable by the Steinhoff shareholder or his/her
proxy, but the total of the votes cast and in respect whereof abstention is recorded may not exceed the total of the votes
exercisable by the Steinhoff shareholder or by his/her proxy. Should a shareholder fail to complete the number of shares held, it
will be deemed to have exercised the vote in respect of all shares held as recorded in the register.

Any shareholder who holds shares through a nominee or in dematerialised form may use this proxy to advise their
nominee/broker/Central Security Depository Participant (“CSDP”) of their voting instructions. However, should such member wish
to attend the meeting, they will need to request their CSDP, broker or nominee to provide them with the necessary authority in
terms of the agreement governing their relationship.

Forms of proxy and any power of attorney by virtue of which such proxy is signed (or a notarially certified copy of such power of
attorney) must be lodged at or posted to the company’s transfer secretaries or delivered to the Company Secretary, to be received
by not later than 13:00 on Friday, 28 November 2003.

Any alternation or correction made to this form of proxy must be initialled by the signatory/ies.

Documentary evidence establishing the authority of a person signing this form of proxy in a representative capacity must be
attached to this form of proxy unless previously recorded by the company’s transfer secretaries or waived by the chairman of the
general meeting.

The completion and lodging of this form of proxy will not preclude the relevant Steinhoff shareholders from attending the general
meeting and speaking and voting in person thereat to the exclusion of any proxy appointed in terms hereof, should such Steinhoff

shareholder wish to do so.

No facility currently exists for receiving forms of proxy by e-mail.
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Notes to voting form

NOTES

Any shareholder who holds shares through a nominee or in dematerialised form must use this voting instruction form to advise

their nominee/broker/Central Security Depository Participant (“CSDP"”) of their voting instructions and should not use the proxy
e form. However, should such member wish to attend the meeting, they will need to request their CSDP, broker or nominee to
T ) provide them with the necessary authority in terms of the agreement governing their relationship.

A shareholder’s instructions to the CSDP/broker must be shown by indicating, in the appropriate boxes provided, the manner in
which that shareholder wishes to vote by inserting an "X" in the relevant box, unless a shareholder wishes to split his/her votes
in which case the relevant numbers of shares to be so voted must be indicated in the form to vote or abstain from voting at the
general meeting as he/she deems fit in respect of all the Steinhoff shareholder’s votes exercisable thereat. A shareholder is not
obliged to use all the votes exercisable by the shareholder, but the total of the votes cast and in respect whereof abstention is
recorded may not exceed the total of the votes exercisable by the Steinhoff shareholder. Should a shareholder fail to complete
the number of shares held, it will be deemed to have exercised the vote in respect of all shares held as recorded in the relevant
register.

Voting instruction forms and power of attorney by virtue of which such instructions are signed (or a notarially certified copy of
such power of attorney) must be sent to the CSDP or broker in terms of the agreements governing their relationship and
preferably with a copy to be lodged at or posted to the company’s transfer secretaries or delivered or faxed to the Company
Secretary, the latter to be received by not later than 13:00 Friday 28 November 2003

Any alternation or correction made to this form must be initialled by the signatory/ies.

Documentary evidence establishing the authority of a person signing this form in a representative capacity must be attached to
this form unless previously recorded by the CSDP/broker or waived.

No facility currently exists for receiving these forms of instruction by e-mail.
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