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Strategic manufacturing alliance between Steinhoff

and Freedom Group.
The combined manufacturing Opra Hon Is expected
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Partnership with
La-Z-Boy a good fit.
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name on being a low-
cost, rmass market
?Q%F% and it will
benelit from greater
exposure to upper-end
branded products and
La-Z-Boy’s marketing
know-how,
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Foam production and conversion for the furniture,
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Group at a glance

Furniture interests

ool o em
Qe el

N

Sourcing
and
Country Activities Factories distribution Location
United Kingdom
Relyon Bedding 4 Southwest England
Steinhoff UK Distribution 1 Tewkesbury,
Northwest England
The Netherlands
Norma Bedding 1 Boxmeer
Habufa Distribution 2 Hapert, Hachmer
Germany Upholstery 4 2 East Germany,
Case goods Northwest Germany
Poland Upholstery 8 Lubuskie
Case goods 6 Dolnoslaskie
Zachodnio-Pomorskie
Kujawsko-Pomorskie
Pomorskie
Mazowieckie
- Hungary/Ukraine  Upholstery 4 6 Southwest Hungary,
! Western Ukraine
“France Distribution 1 Central France
. Total 27 12
Stelnia’” Paci®e
Case goods ) N B o
Marshall Furniture  Solid, foil, metal, - " .| Adelaide
Nexus Solid, foil ) - | Victor Harbour -
Upholstery N LT
FM Manufacturing  Fabric N .| Sydney, Auckland -
Steinhoff Sofas Fabric 0 w | Adelaide - - T

Imports and wholesaling
G&G Distribution-

Sydney, Perth ™™~ "~

Sourcing
and
Operating Fac-  distri-
division Activities tories bution Location
Bedding
Afman Bedding 1 Western Cape
Edblo Bedding 3 Gauteng
KwaZulu-Natal

Sealy Bedding 1 Gauteng
Case goods foil
@work Commercial:

office 1 Gauteng
Highpoint Foil 1 Gauteng
Pat Cornick Foil 1 North West
Victoria Lewis Foil 1 Gauteng
Wonderwood Foil 1 Gauteng
Case goods solid
Bakker & Steyger Solid 1 Western Cape
Unita Solid 1 Western Cape
Prime Pine Solid 1 Western Cape
Upholstery
Alpine Leather,

fabric 1 Western Cape
Gommagomma  Fabric 1 North West
Grafton Everest  Leather,

fabric 1 1 KwaZulu-Natal
Loungefurn Fabric 1 KwaZulu-Natal
Milano Décor Fabric 1 Gauteng
Total 18 1

" Total

10
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. Executive directors
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Bruno Ewald Steinhoff (64)*

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 <<28§mam\ 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 38 years ot experience in the furnityre
trade business and more than 30 years’
manufacturing experience,

* German

# Member of Audit Committee

& Member of Human Resources &
Remuneration Committee

Markus Johannes Jooste (41 )to
BAcc, CA(sA)
In 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, which culminated in the successful
listing of Steinhoff International Holdings in
1998. He was then appointed an executive
director of Steinhoff International,

Markus took responsibitity for the European
operations of Steinhoff International and atso
for directing the group’s international
marketing and financial disciplines.

Currently, Markus serves on the boards of the
following listed <ompanies: Unitrans (member
of the remuneration committee), PSG Group
Limited (member of the remuneration
committee), and Freedom Group Limited
(listed in Australia). He is also a non-executive
director of PG Bison Holdings (Pty) Limited,

Danié| Maree van der Merwe (44)
BComm, 118

Danie was elected 1o the Steinhoff International
Holdings board in 1999 and acts as group
managing director for Steinhoff Africa.

Danie was admitted as an attorney of the High
Court of South Africa in 1986. He practiced

as an attorney, gaining experience in the
commercial and labour law field and, in 1990,
joined the Roadway Transport group. He was
instrumental in the strategic direction and
growth of this group. He also served as a
director of the Road Freight Association. in
early 1998, following the merger of Roadway
with Steinhoff Africa, Danie joined Steinhoff.
When Steinhoff Africa obtained a controlling
interest in Megacor Holdings Limited (fisted
at the time), he was appointed to that board,

Danie currently serves on the boards of
Unitrans (also as member of the audit
committee), PG Bison Holdings (Pty) Limited
and holds several appointments within the
group, with specific responsibility for the
southern Africa and Pacific operations.
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Karel johan Grove (53)

jo is the chief executive officer of Unitrans

Limited and joined Steinhoff as non-executive
director in September 2000.

He has more than 32 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 was also a director
of Murray & Roberts Holdings Limited. 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.

14

Dr Len Konar (48)%2
BComm, HDipAcc, MAS, CertTaxLaw,
DCom, CA(SA)

Dr Len Konar is an independent consultant and
professional director. Prior positions include
executive director of Internal Audit Portfolio
and head of investments at the Independent
Development Trust, and professar and head

of the department of accountancy at the
University of Durban-Westville.

Len is a member of several business and
professional associations, including the
Securities Regulation Panel, head executive
steward of the Jockey Club of SA, King
Committee on Corporate Governance and
The Institute of Directors.

He is currently a director of the South African
Reserve Bank, Otd Mutual South Africa,

JD Group Limited, Sapp Limited, Movo Sugar
Limited and Kumba Resources Limited. Len
chairs the audit committee as well as the risk
management committee and is also a member
of the human resources & remuneration
committee.

Claas Edmund Daun (59)*

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 corporate
investor in several industries.

He is currently a member of the boards of
Oldenburgische Landesbank AG, Oldenburg
and chairman of Prima Property Trust Limited,
Glodina Holdings Limited, KAP Beteiligungs
AG, Stohr AG and Mehler 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 completed the Diploma-Kaufman with
the University of Cologne in 1969 and qualified
as chartered accountant in 1975. During 1979,
he founded his own industrial holding
company, Daun & Cie AG, which expanded
into extensive interests in several industries,
mainly textiles, worldwide.

Dirk Emil Ackerman (67)%°

Dirk is a director of companies and the chairman
of the human resources & remuneration
cornmittee, a position he has occupied since
joining the group on listing in September 1998.
He is also a member of the audit committee.

He has more than 32 years of management
experience, specifically in the security industry.

He joined Chubb and Sons Lock & Safe group in
1961 as a sales representative and acted in various

positions, which culminated in being appointed
managing director of Chubb Holdings Limited in
October 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.

Dirk served ten years as a pilot officer in the

SA Air Force and is the honorary colonel of

41 Squadron SAAF. He is a past chairman and
president of the South African Security Federation
and Bop Air t/a Sun Air, during which time he
carried out the privatisation of the latter. He was
also chairman of Decca Contractors SA (Pty)
Limited, a director of Armscor and member of
the board of Helpmekaar School. He was also
responsible, as chairman, for the commer-
cialisation of the air traffic and navigation
services, formerly carried out by the Department
of Transport.
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Bruno Steinhoff

Our success resulted from
pinpointing the key business
opportunities in our markets

and focusing on those
products we anticipated our

customers would need.

16

Chairman’s letter

10 succeed in such o dynamic indusiry requires thai we deliver

excepiiona! performance ai every level of our orgonisation,

in product design, technological leadership, in our operaiional

capabilities, logistics support and in our focus on customers.

Dear Shareholder

It is my privilege to report to you on
your company’s financial position and
results and our management of its
day-to-day operations in 2002, our
fourth year as a listed company. In this
period, Steinhoff has further
entrenched itself as a significant
international player in the household
goods markets with material interests
in related, but diversified, products
and industries. Its assets over that
period have increased significantly,
and market capitalisation has more
than doubled. Headline earnings have
increased fourfold while turnover has
almost trebled.

Our fourth year was a difficult
one, full of challenges, but your
management used it to address the

opportunities and position your
company for the long term. The
pages that follow will give you a
detailed report on 2002, so | will
touch
developments.

only on the major

The increase in business and the
leverage from recent operational
improvements enabled the company

to set new records for orders,
revenues and profits.

Our success resulted from
pinpointing the key business

opportunities in our markets and
focusing on those products we
anticipated our customers would
need. To succeed in such a dynamic
industry requires that we deliver

exceptional performance at every
level of our organisation, in product
design, technological leadership, in
our operational capabilities, logistics
support
customers.

and in our focus on

Globalisation has created a group
that we believe will
than most competitors when markets

fare better

turn down as they did throughout
One of
Steinhoff’s key strengths is its global
presence. We are focused in Africa,
Australasia and the
Community and will

the reporting period.

European
continue to
grow rapidly in the long term. We are
well placed to benefit from global
growth when it begins to absorb
excess capacity.
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The key for growth in
shareholder wealth lies

in ensuring that all

the operations which
comprise the greater
group are leaders in their
domestic markets and are
continually striving to be
globally competitive in

their industries.

Our total revenue increased by
R2 434,4 million, or 42,2%, to
R8 207,9 million for the year ended
30 June 2002, from R5 773,5 million
in the previous financial year.

This increase resulted from strong
growth in sales in both our European
and South African operations and
from the depreciation of the rand
against the euro, which affected the
rates at which we converted revenues
from our European operations into
rand.

Revenue from our European
operations (which for our reporting
purposes include Australia and India)
for the year 30 June 2002 was
R5 705,8 million, increasing 62,2%
from R3 518,8 million in the previous
year. In euro terms, revenues grew by
21,6% from €521,3 million to
€633,9 million over the period. The
real growth was principally a result of
our acquisition of Relyon with effect
from 1 October 2001 and its nine-
month contribution to our revenues
through additional sales, as well as
increased sales volumes in Germany,
Austria, Switzerland and Poland.

Chairman’s letter continued

Revenues from our South African
operations increased by 11,0%, from
R2 254,6 million for the year ended
30 June 2001 to R2 502,2 million.
The principally a
result of our export sales, which

growth was

increased from R706,0 million to
R935,8 million, coupled with growth
in our South African sales volume.
The increase in export revenues was
the result of increased sales volume,
due in part to the depreciation of the
rand against the hard currencies in
which our exports are made, making
our products more competitive, and
to the effect of this depreciation
on the recognition of our export
revenues in rand.
Cost of sales increased from
R3 678,6 million in the prior year to
R5 146,9 million in the review period,
but declined as a percentage of
revenue from 63,7% to 62,7%. The
overall increase in cost of sales was
in sales
volumes over the period. Our sales

related to our increase
margins also increased during this
period, principally due to the increase
in sales of higher-margin branded
products in the European Union and

the improved utilisation of existing
capacity.

Operating expenses increased to
R1 113,8 million (13,6% of revenue)
from R779,6 million (13,5% of
revenue) in the prior period. This
increase was in line with increases in
our production volumes and sales, and
also due in part to acquisition-related
costs. In addition, we incurred an
expense of R68,0 million in respect of
royalty payments for the use of certain
trademarks in South Africa that we sold
in the year ended 30 June 2001.

Distribution costs for the year
increased to R590,9 million from
R453,7 million in the prior year. This
increase was in line with the increase
in sales volumes over the period.

Costs of discontinued operations
nearly doubled from the prior year,
from R44,4 million to R83,2 million.
This (principally
employee-related benefits)
relating to the closure of our two

reflects costs

social

German production facilities, Poco
and Sachsenpolster, and relocation of
their production activities to our
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We examine all acquisition
opportunities and we
will participate in them

when they appear viable.

20

economic growth and job creation,
which must be the nation’s first
priority.

The global economy has yet to
show a decisive turnaround which
would benefit the group.

Group strategy and
operations

The Steinhoff group strategy, which |
shared with you previously, has been
exemplified by our belief that the key
for growth in shareholder wealth lies
in ensuring that all the operations
which comprise the greater group are
leaders in their domestic markets and
are continually striving to be globally
competitive in their industries. It has
been our objective to concentrate our
efforts at the holding company level
on complementing and enhancing
our operational management’s drive
to grow and improve their individual
businesses.

The group’s immediate goals are
to continue:
¢ fostering customer relations with
focus on world’'s best customer
service levels;

Chairman’s letter continued

e increasing our competitive costs
position and margins in all our
activities through our business
improvement programmes;

¢ expanding our product lines and
customer base by building on our
latest acquisitions;

* increasing margins while bringing
on excess capacity with a focus on
higher-margin branded products;

maximisation of inter-group trading,
building on synergies derived from
worldwide sourcing;

increasing the percentage of export
business in our product mix;

steadily increasing our cross-border
and cross-country trade;

raising productivity, through an
enlightened and motivated human

resource strategy;

exploring all avenues to logistically
enhance efficiencies in distribution
and warehousing; and

maintaining clear and effective
communication with all our stake-
holders.
We have formed dedicated teams
focusing on each of these goals.

My background in sales has
taught me that customer service must

be our number one driver. We are
working to enhance our established
ability to meet customer demand in
each of the territories in which we
operate with quality products in a
timely fashion, with value-added
products, services and relationships
that will
competitors worldwide. We have

differentiate us from our

reaffirmed our belief that excellent
customer service is the best link to
long-term shareholder value.

Our long-stated objective has
been to manufacture, warehouse and
distribute furniture, bedding and case
goods in Europe and Africa, while
producing a significant number of
raw materials in Africa, in the firm
belief that this is where our expertise
lies. We have expanded our manu-
facturing activities into the United
Kingdom and Australasia. We have
studiously avoided the option of
broadening this base as we believe
that our strength and success lies in
this uncompromising focus.

Through our small and effective
head office structure, we continue to
support our excellent managers at
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The group is committed to a
programme of skills transfer,
ranging from leadership

at various educational
levels, to successful

training and deployment

of individuals worldwide.
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the financial year, resulting in
exceptional  closure costs  of

R83,171 million.

The group has entered into
and conducted a number of invest-
ment  transactions during the
financial year:

* Relyon Group plc, a bedding
manufacturer in the UK and The
Netherlands and a foam-converting
facility in the UK which supplies the
furniture, automotive and aviation
industries, was acquired effective
1 October 2001;

the group acquired Marshall
Furniture, based in Adelaide, the

largest case goods manufacturer in

Australia;

Steinhoff Pacific was formed as a
joint venture with the retail group,
Freedom Group Limited, which is
listed on the Australian Stock
Exchange. Steinhoff owns 74,9%
and Freedom 25,1% of this
venture. Steinhoff Pacific now has
manufacturing facilities in Sydney,
Brisbane, Adelaide, Auckland and
Victor Harbour;

* two new brands, Egoform and Dieter
Knoll, were acquired, targeted at the

Chairman’s letter continued

top end of the European market. They
were launched this January and
confirm the group’s commitment to
developing brands in its respective
markets;

the joint venture with La-Z-Boy Inc
of the USA was finalised during
the year and authorised exclusive
dealers for this well-known brand
are currently being appointed in
various parts of Europe;

Steinhoff acquired a 34,9% interest

in PG Bison Holdings (Proprietary)
Limited, the leading particle board
manufacturer in South Africa;

the group increased its holding in
Unitrans Limited to 26,0% (2001:
14,4%); and

* additional investments were made

during the year in new saw milling

capacity, which will promote

further exports from South Africa.

The group is constantly examining
new business opportunities. The
corporate services team examines all
opportunities and their likely fit and
possible future contribution to the
group’s activities to complement
organic growth. This demonstrates
the group’s commitment to ensuring

that its operations are appropriately
structured to achieve optimal growth
in the years to come, in the various
markets that it serves.

Corporate governance

The group is committed to the
principles  of sound corporate
governance and is substantially
compliant with the requirements of
the King Report on Corporate
Governance for South Africa 2002
("King II"). A separate, detailed
corporate governance report is
presented. A phasing-in approach
towards full compliance with the
recommendations of King Il has been
adopted and an appropriate balance
between performance and corporate

constraints is being pursued.

Code of ethics
The group has adopted a code of
ethics with the ultimate aim of
enhancing shareholders’ value in a
transparent, honest and accountable
manner. All the directors and senior
management subscribe to this code,
which results in a culture of integrity,
trust,

excellence, reliance and

accountability.
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The continued growth and
development of the business
will be achieved through
improved capacity
utilisation, enhanced
working capital
management and
expansion of the group’s
core competencies

and products.
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business through improved capacity
utilisation, enhanced working capital
management and expansion of the
group’s
products. Because of its integrated

core competencies and
nature, we believe the group is also
well positioned to optimise inter-
group sourcing of raw materials and
components. These opportunities,
together with co-ordinated sourcing
of raw materials and enhanced custo-
mer service levels, are all expected to
have a positive impact on margins
into the future.

Continued growth in exports from
South Africa is expected to further
enhance earnings.
in the local
furniture retail sector is nearing

The consolidation

completion and this, together with a

fundamental change in retailing
focus to core products and business
mix between cash and credit, are

expected to benefit the group.

In Germany and eastern Europe,
the group is committed to grow its
market share by delivering quality

Chairman’s letter continued

products at competitive prices,
underpinned by quality support and
service excellence. The move towards
higher-price branded products is also
anticipated to impact favourably on
margins. We are also expected to
benefit from the compuisory two-
year product warranty that was
introduced in the EU with effect from
1 July 2002. This requirement may
become an entry barrier for those
competitors that do not have the
same quality standards, presence and
infrastructure available within these
markets.

The group’s integration of the
UK and Australian acquisitions has
progressed well and we believe these
operations are well placed to deliver
earnings growth.

The company is delighted with the
performance of its associates, Unitrans
and PG Bison, and expects continued
material contributions from these
investments in the years to come.

The trading environment generally
remains challenging although our

long-term prospects are exciting in

individual markets and inter-
nationally. We believe the potential for
a significant improvement in the global
business is good and we will also
benefit from favourable demographic
trends in the

developing world, where we have

and economic
established sound relationships and a
proven formula for success.

Our task is to continue to pursue
organic growth, which may be
augmented by acquisitions from time
to time, and achieve acceptable levels
of profitability and growth for the
benefit of all our stakeholders.

Appreciation

The continuing progress and develop-
ment of the group depends on the
skills and knowledge of our people in
all the countries where we operate
and, once again, | would like to thank
Steinhoff employees throughout the
world for their continued support
and enthusiasm towards achieving our
goal of developing and extending the
Steinhoff brand with increasing suc-
cess in our existing and new markets.
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Revenue

Markus Jooste

26

During the review period we
experienced tough trading
conditions given the general
economic environment
throughout Europe.

This division has done
exceptionally well despite
these conditions which saw
the household goods market
shrinking.

This division’s siraiegic objective is to sirengthen iis

position as cne of the leading monufaciurers ond

distributors of high-quaolity household goods and

furniture in the Furopean Union. 1o achieve this we

intend {o:

o maintgin o low operaiing cost environment in
central and easiern Lurope;

o fncrease our markei share of iurniture ond
household goods sold in the region.
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Steinhoff

UK Furniture
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lan Topping (42)
MA (Eng Sci, Eco), MBA

lan is the managing director of Steinhoff UK

Holdings and was previously chief executive
of Relyon Group plc, acquired by Steinhoff
in 2001. He has 15 years” experience in the
furniture manufacturing industry, and had
a wide-ranging consulting career prior to
entering this sector.

lan was responsible for building the Relyon
group into a diversified industrial company
with over 1 000 employees. This was achieved
primarily through organic growth. His
consulting background and business
qualifications give him particular strengths

in optimum operational management and
strategic business development.

Steinhoff UK is a group of trading and
manufacturing companies which was
formed pursuant to the acquisition of
Relyon Group Plc, now Relyon Group
Limited in September 2001. The three
former Relyon businesses, being
Relyon (UK bed manufacturing),
Norma (Dutch bed manufacturing)
and Pritex (UK foam and fibre
products), were combined with
Steinhoff’s existing UK sales and
situated at

distribution  business

Tewkesbury.

As part of the acquisition,
Steinhoff acquired the services of an
excellent management team under
the leadership of lan Topping.

The future strategy for this division is:

* to develop Relyon as the clear
brand of choice for the middle to
top end of the UK market, to
increase its market share by
expansion and to achieve organic
growth 3% greater than the peer
group;

o to develop organic growth

opportunities for Pritex in the

automotive and industrial markets
for major automotive tier one
suppliers. The new projects will

include products for Jaguar,
Honda and Ford;
e to build intercompany sales

from Pritex with other group
companies and to transfer skills
and expertise intercompany;

¢ to ensure that Norma continues

to capture market share in
The Netherlands with product
innovation, focus on buying

groups and exceptional customer
service levels;

* to develop sales of speciality bed
products in other European
countries such as Germany; and

e to expand the business of

Steinhoff UK in

with

sourced from Poland and South

Africa with

supplied on time, in full and

sales and

distribution products

focused ranges

without complaint.

This division comprises five
factories in the UK and The Nether-
lands and one distribution centre in
the UK.
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Frank Eberle
BBus Admin

Frank is managing director of Steinhoff

Germany, having been appointed in jJune 2001
after serving as divisional manager of the case
goods facility for the previous year.

After graduating with a degree in business
administration, Frank joined the Alno group,
where he gained experience in information
technology, logistics, administration and
finance. He was then appointed commercial
executive manager of the Alno group’s kitchen
manufacturing company, later becoming
managing director of the same group’s
bathroom manufacturing operation.

Operational review continued

German reglion

The German region, comprising
Germany, Austria and Switzerland,
comprises the largest market and is
also the largest division within the
group. This division is managed by
Frank Eberle who has brought new
focus to the drive for increased

market share.

In a declining market, the division
increased its revenues with a change
in focus from product to the focus on
customer needs. The emphasis is on
predominantly three ranges being
the Style range for the upper market,
the Home range for the middle
market and the mass market driven
by volumes for the lower end of the
market. Notwithstanding the closure
of factories as described elsewhere in
this annual report, the division is well
set to excel in the new year. During

the year under review, this division

took the lead with the joint venture
with La-Z-Boy and also acquired the
upmarket brands of Dieter Knoll and

Egoform.

This division operates its busi-
nesses from two sales and distri-
bution centres in Germany, four
factories in Germany and 12 factories
in Poland all of which are dedicated
for products for the German-speak-
ing region and the UK.
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Gébor Wilheim (48)

BSc Eng, HDip Design Management
Gabor is the managing director of the
Hungarian operations, a position he has

held for 12 years. His involvement with the
furniture industry extends to his tertiary
education as a graduate wood engineer. He
also studied interior décor and spent a year
studying furniture development and research
in Germany. He has a postgraduate degree in
design management.

Gabor joined Kanizsa in 1977 and has actively
been involved in most sectors of the furniture
industry, from development engineer to
product development, production organisation
and co-operative developments. As director
of Steinhoff Hungary, Gabor oversees the
activities of Kanizsa Trend (upholstery
furniture), Danubia plc (chair production),
Quattro Mobili Limited (retail store network)
and Kompanja Kyanka Steinhoff (upholstery
furniture, Ukraine).

Operational review continued

‘ [o]

Hungary and Ukraine

Under the artful eye of Gabor Wilheim
this division has grown with
expansion in Hungary and .399.\‘
ment in Ukraine. In the v\mmq\almm\ﬁm L

review, the division launched:

brands — Andante, for the upper end
of the market, and Um:::ﬁwm.*oﬂ the
middle market. In order SYSBU_V\ -
with the increasing demand for - ‘
products and with specific focus “OJ‘ R

servicing the requirements of the

Hungarian market, further faci

for Quattro Mobili had been added.” .
The division continues to impress

with its innovative product design,

specifically in leather upholstered

furniture. . ) :

Four factories, of which _ﬁrﬂmm in
Hungary and one in Ukraine assisted
by six distribution and sales facilities
of Quattro Mobili complete this

division.
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Revenue Earnings Assets

Southern Africa faced an
economic environment with
increasing interest rates,
difficulties in the retail industry
and a serious decline in the
value of the rand. However,

this division’s exports exceeded
R1 billion for the first time and
Danie van der Merwe this remains its focus for growth
into the future.

34

0

Operationa
eview:

o

Africa and Australia

This division’s siraiegic objective is o sirengthen iis
position as the leading manuiaciurer of household
goods in southern Africa and Ausiralia, ond to grow
through exporis and supply of related row maierials
i southern Africa and to Furope. To achieve this
strategic objective the division intends io:

o Fxpand iis expori business

o Ixpond its investimenis in relaied indusiries

o Increase the inier-group supply of raw maierials
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Derrik Ogilvie Matthew (54)

Derrik is the managing director of our Bedding
division and director of Steinhoff Africa
Holdings (Pty) Limited and has 18 years’
experience in the furniture manufacturing
industry. In that time, he has completed
various sales, marketing and business
management programmes.

Derrik’s early career was with Bakker &
Steyger, where he progressed from general
manager to director. When Bakker & Steyger
was acquired by Gommagomma group in
1991, he was appointed sales and marketing
director. He was appointed to his present
position in 1999 and is also a director of
Steinhoff Africa Holdings (Pty) Limited.

Under his management, the division has
recorded strong growth, streamlined
production facilities and increased productivity,
on track to its objective of being world-class

in all its manufacturing facilities.

Operational review continued

[e]

Beading

The Bedding division produces
mattresses and base sets for the
markets in southern Africa under
well  known brands and sold
throughout our complete spectrum
of retail outlets. International
brands produced include Sealy,
Slumberland, Therapedic, King Koil
and Dunlopillo as well as the strong
local brand Edblo which was
established in 1927. Sealy leads the
market in South Africa as in many
parts of the world and a year ago
relocated to truly world-class facilities
with equipment at the cutting edge
of technology.

During the year under review,
under the leadership of Derrik
Matthew, the restructuring of
management at Edblo  was
completed and the full capacity of
Sealy in its world-class factory was
tested. One of the Edblo factories in
KwaZulu-Natal relocated to enhance
production efficiencies and the
Afman factory in Cape Town was
restructured to more efficiently

service all brands produced by the
group.

As a result of replacement
equipment programmes the division
advanced towards the obijective of
having only world-class manufactur-
ing facilities with greater focus on
customer service levels and expand-
ing the customer base. Efficiencies in
all the plants are constantly improved
through constant revision of systems
and equipment.

The division is evaluating adding
further products such as cot
mattresses, bedding bales, sleeper
couches and pillows to their product
range.

The division operates from five
factories in South Africa situated in
the Western Cape, KwaZulu-Natal
and Gauteng, and one in Namibia.
These manufacturing plants occupy a
total of 53 000 m? and are sited to
maximise distribution efficiencies
throughout the country.
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Case Goo

Robert de Beer Best (39)
BAcc, BComm (Hons), CA(SA)

Robbie is managing director of Steinhoff's

Case Goods Solid division, comprising Bakker
& Steyger, Unita and Prime Pine. A chartered
accountant by profession, his working career
has been in manufacturing, initially with the
caravan and motor home manufacturer,
Jurgens CI.

At jurgens, Robert progressed from finance
manager to operations director responsible
for manufacturing, design, marketing, sales
and finance. He joined Steinhoff in 2000 as
managing director of Bakker & Steyger, and
was appointed to his current position in 2002.

ds: Solid t

Operational review continued

30

|

Traditionally the group did not
distinguish between case goods
manufactured from foil-covered
board and

manufactured from solid timber.

particle goods
After year-end, subsequent to the
restructuring, Robbie was appointed

to manage this division.

Bakker & Steyger produces wall
units, diningroom furniture, bed-
room furniture as well as coffee and
lamp tables for the upper end of the
market in exotic as well as local
timber. Unita mainly produces pine
bedroom furniture for the export
market. Prime Pine produces pine
bunk beds and bedroom furniture for

the export market.

The division launched its inno-
vative high-quality modern brand,
33° South, to cater for the upper end
of the case goods market in a modern

8} G ]

mber division

contemporary style. Products are
destined for the local and export

market.

In total the division exports more
than 50% of its production, mainly
to Europe and United States.

This division comprises three

factories in the Western Cape.
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Anthony William Herbert York (53)
IMM

Tony is group managing director of Megacor
group, comprising seven operations including
leading brands Moxwood and House of York,
and also member of the Steinhoff Africa board.
Megacor manufactures and exports timber
doors and household products, employing over
1 800 people.

Between 1981 and 1998, Tony was managing
director of House of York, a company he
founded and built into one of the leading
manufacturers and distributors of popular
wooden household products.

His deep involvement with the industry saw
him elected as businessman of the year by the
Chamber of Commerce in 1998. Tony is also
chairman of the Kearsney College board.

Operational review continued

i

=

U

Exports

The Megacor group had an excellent
year as a result of disciplined clear
focus on its objectives under the hand
of Tony York. Moxwood, which
produces solid pine interior and
cabinet doors, has expanded its
operations, and the fourth Pinetown
factory will become operative in the
new year,
products for the US and UK markets.

House of York, the producer of various

producing clear pine

household goods under its well-
known brand, completed the first
financial year as an expanded division

which had more than doubled in size.

From this exceptional base, the

division started with  strategic
initiatives in order to expand as a
global manufacturer and marketer
and supplier of quality value branded
wooden products. The emphasis
is clearly on exports and the

division excels in low-cost quality

manufacturing with international sales
and marketing, product development
and efficient quality control.

This division operates from five
factories and one sawmill in KwaZulu-

Natal and one factory in Gauteng.
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Richard William Copley (54)

LTI, Dip Bus Management, PMD
Richard is managing director of Steinhoff’s
Raw Material division and a director of
Steinhoff Africa. After graduating from the
Bradford Institute of Textile Technology, his
entire career has been spent in the furniture
and textile industries.

Richard is responsible for nine manufacturing
units, based throughout South Africa, Namibia
and Botswana, supplying a wide range of
products and strategic supply components

to the Steinhoff Africa Local Furniture division,
non-group companies and export products
around the world. Prior to joining Steinhoff,
Richard was with the Afcol group, Henkel
GmbH and Sirdar UK.

Operational review continued

Raw materials

This

supplies dynamic, innovative, value-

division manufactures and
for-money products to the home,
contracts and office furniture markets
and, in so doing, provides the group'’s
stakeholders with a predictable and
sustainable return. During the period
under review, the division com-
missioned state-of-the-art weaving
looms, and an additional foam
machine which allows round-block of
foam to be produced, and a new
sectional warping mill. It successfully
relocated two of its existing foam

facilities.

This division developed a flame
retardant stitch-bond fabric which
will comply with statutory require-
ments in the UK, and the Premier
Spring Industries and Mattex
divisions maintained their 1SO 9002
status. After year-end the agree-
ment in respect of the sale of the

Premier Industry division

Spring
became unconditionally, although
the group retained a minority stake
in the purchasing company, BCM
Holdings.

’

It is the division’s mission to

provide the stakeholders with sustain-

able returns which they intend to

achieve through:

e their commitment, respect and
integrity in all their dealings;

e performance excellence with
commensurate recognition;

* mutually beneficial relationships
with customers and suppliers;

e complete protection of the
environment; and

» exceptional empowerment and
participation at all levels.

This division operates from

17 facilities located countrywide and

in Namibia and Botswana.
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STEINHOFF PACIFIC

FREEDOM

Manufacturing

®

MARSHALL FURNITURE

Steinhoff Sofa |5
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Philip Andrew Smith (41)
BEcon, CPA, MBA
Philip is managing director of Steinhoff Pacific,

a business formed on the strength of the
supply alliance with the Freedom group of
companies, augmented by the acquisition of
the Nexus furniture brand and assets during
2002. The business has five operating divisions
in Australia, manufacturing sofas and
complementary pieces, upholstered suites,
metal furniture, timber case goods and hospital
beds and timber furniture for the bedroom and
dining market segments, as well as sourcing
fabric.

Prior to joining Steinhoff, Philip was
manufacturing director of a furniture company
and chief executive of Burgess Furniture
Australia. An accountant by profession, he also
holds an MBA. He was state councillor of the
Furniture Industry Association of Australia
between 1996 and 1998,

Pacific regio

This year marked the first full year of
operation of Steinhoff Pacific, a
business formed on the strength of
the supply alliance formed with
Freedom Group Limited, listed on the
Australian Stock Exchange.

Steinhoff Pacific used the year
under review to focus upon building
the internal capacity and capability of
its operations. Using the expertise
of resources within the Steinhoff
group, we have achieved significant
increases in output through the
adoption of new production methods
and systems.

The Nexus furniture brand and
assets were acquired during the year
adding further to the solid timber
potential and ability to meet the
needs of the growing Freedom

group.

The capacity enhancement and
addition to capabilities form part of
our vision to service the needs of
the Freedom group and provide
them with a strategic advantage
by providing exceptional product,
customer service, delivery perfor-
mance and stock relationships.

Opportunities to extract the
benefits from the alliance will provide
further growth and profit improve-
ment impetus for the company in the
year ahead.

Operational review continued

n

Steinhoff Pacific has the following
divisions:

FM Manufacturing

With facilities in Sydney and Auckland
manufactures upholstered sofas
and complementary pieces for the
Freedom group and for commercial
market applications.

Steinhoff Sofas

Operates from a facility in Adelaide
and produces upholstered suites for
the Freedom group of companies.

Marshall Furniture

Produces a range of metal furniture,
timber case goods and hospital beds
for both domestic and commercial
applications from its Adelaide facility.

Nexus Furniture

From its facilities in Victor Harbour,
near Adelaide, produce quality solid
timber furniture for the bedroom and
dining market segments.

Steinhoff Fabrics is an essential
specialised fabric sourcing entity
focusing on the needs of Steinhoff
Pacific and the Freedom group.

It is the vision of this division to
expand its capacities in order to
broaden the range of products
manufactured for Freedom group in
order to make full use of the growth
of Freedom in the Australian and
New Zealand markets.
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Johannes Henoch Neethling van der Merwe (43)
BAcc, CA(SA)
Jan leads 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.

The mandate of the Group Services
team is to ensure that Steinhoff
International and each operating
division be enabled with cost-
effective support, advice and systems
to fulfil their goals, and therefore to

maintain sustainable growth.

This team forms the “gel and
glue” of a cohesive worldwide
group and comprises Jan van
der Merwe, Ray Cox, Piet Ferreira,
Johan Geldenhuys, Stéhan Grobler
(also Company Secretary, refer
page 13), Enrico Liebenberg and
Frikkie Nel (also Group Finance
Director, refer page 13).

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. He was appointed managing director of Steinhoff Africa Group Services in

1999 and the International Group Services in 2001.
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p Services International

Amongst their ranks are three
chartered accountants, a merchant
banker, an MBA, IT specialist and a
lawyer as well as one of the experts
(“an institution”) in the furniture
industry.  Collectively they boast
16 tertiary qualifications and at least
81 years’ experience in the household
goods industry 56 years of which has
been involvement with Steinhoff.

The Steinhoff International Group
Services team is supported and
assisted by divisional group services

teams.
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done annually. 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, while executive
directors are employed subject to the
group’s general conditions of service.
The newly appointed non-executive
directors will be considered for
appointment to the various sub-
committees in due course.

All directors have access to
the advice and services of the
company secretary and are entitled,
at the group’s expense, to seek
independent professional advice
about the affairs of the group
regarding the execution of their

duties if such expertise is required.

Executive committee

The committee is chaired by the
group managing director and its
membership consists of the executive
directors of the company. It meets

formally on a monthly basis,

48

staff
managers and divisional directors in

with designated corporate
attendance, and informally on a
weekly basis.

The committee and its members
are individually mandated, em-
powered 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
management succession planning,
for purposes of identifying, devel-
oping and advancing of future
leaders in the group, is an important

element in the managing process.

Audit committee

The audit committee is a sub-
committee of the board
and comprises three members,

two of whom are independent non-

executive directors, under the

Corporate governance continued

non-executive
The audit

committee meets formally at least

chairmanship  of

director Dr Len Konar.

three times per annum to consider
financial reporting issues and to advise
the board on a range of matters,
including corporate governance
practices, internal control policies and
procedures, 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. The European
audit

committee which operates in a similar

division also has a local

fashion, and which reports any

material issues to the Steinhoff
International audit committee. The
audit committee is satisfied that the
independence of the external auditors
is not compromised by the present
scale of non-audit fees paid to them.
All members attended every meeting

held during the year.

the audit
committee are reflected on pages
12 to 14.

The members of

Human resources &
remuneration

committee and
nomination committee
The human resources & remuneration
and nomination committees are also
sub-committees of the board. The
human resources & remuneration
committee currently comprises two
independent, non-executive members,
Mr Dirk Ackerman and Dr Len Konar
and the group managing director
Mr Markus Jooste and is chaired by
non-executive director Mr Ackerman.
Its main responsibility is to review and
approve the remuneration and
employment terms of executive direc-
tors and senior group executives, as
well as consider new appointments to
the group and subsidiary boards. Two
meetings of the committee are
scheduled annually, with ad hoc meet-
ings convened as and when required.
During the year three meetings were
held.

The
comprising amongst others Dr Len

nomination committee

Konar, the group managing director
and the company secretary have met




(14

pue sbugasw jo ie|nbai

e 4ybnouyi s1apjoyaleys [euonnasul sy

CETIEN

pue Auedwod 3yl UIBMISQ paleys
saanpalgo jo Buipueisispun jeninw
B U0 P|INg O} Y33S SI0IANP 3Y].

dnoab sy jo uonisod aannadwod
Yl uo 1oyd asidApe ue buiaey
INoyuMm ‘1saamoy ‘edul aaebau 1o
annisod Ajlenusjod ayy jo ssojplebal
‘UMOWY| SBW023Q ) SB  Uonewloul
punesiunwwod Aq ajqissod Jara1aym
passalppe  ale  siaploysyels  Jo
SUIIIUCD pue s}sa1ul 3yl “uornjisod
s,dnob ayy jo uonenaidde sadoud e
01 |eld)ew sianew Aue Juasald Apesp
0} SJAMIS pue [eljuassd Sl sidploy
-»jeys 01 saapde sdnoib ayy Jo
UOIEDIUNWIWOD J|gepuelsiapun pue
pacuejeq jey) SIBPISUOD pieoq Byl
uolijediunuiwod

13p|oyaxers

‘s1osIApe s,Auedwiod ay1 Yyim uonel
-Insuod Jaye 1o3da1ip buibeuew dnoib
ayl Aq 195 SI SIOIBUIP DANNIIXD
-UouU 8y} JO uonesdUNWIl Y]

‘bunssw esouab jenuue Jo adnRoOU
ayl jJo 7Z'¥ ydesbeied ui pagqudsap

P sBuipjop [PuoheuIiy]

S| yoyurzig

Se S3AIINDAXD Byl paploye 3soy)
woyy samp s)ybu ay| siapjoysieys
Auoulw s dnoib ayr yum siopauip
358Y) JO SIS2433UI AY) subije siyy aduis
$10YD31IP - 3ANDBX3-UOU 01 paluesb
osje ase syybry euaiud aduewsopad
pue suwi 3w 03 Ialgns e
pajuelb s)ybry -ssiiqisuodsasr pue
suomsod \&.OU.&_U 3ANND3X3 3Y) 01
a1e]24 YoIym s1ybu syueab saniwwod
2yl
U33( SBY UDIYM SBAIINIDND I01USS pue

‘slapjoyaleys Aq pasoidde

$1010241p 10OJ JWBYDIS SARUIDUL dseys
K13ABp pauagpep e sey Auedwod

aYY — AWBYDS AU BIDYS
‘siseq Jejnbas e U Pamalnal
ale pue ,Sanssi 40s, sapnpdul

UdIYM  SIAIINDIXD 3Y) JO BLD
JUBWIDINSEIW 3Y) SIS 33WWOD
uoneIBUNWSI 3Y| "MOJ} ysed pue
ymwoib sbuiuies uo paseq s1abley
JAYl0 pue [epuUeUlY  paulwidlapald
BA3IYDR 01 SIANMIIXS O] IAUIIUY
ue se snuoq aduewlopad |enuue
ue $3sN  321WWOD  UOIIRISUNWIAI
Yl — SNUOG aAuAdUl  [DNuUY
"SUOIDAI 1SOD |L10)
suqiyoud uone|siba) ataym Ajajeledas

papayal ate sopiyan Auedwod pue
SISUI(J [eIIPAW ‘JUdWaNIBL Se ydNns
syjauag -adueuwnopad s jenpialpul
ay) pue saiuedwod seiwis 03 pated
-wod duewopad s,dnosb ayy yloq
193)Ja1 03} pasnipe U3yl SI uonew
-ioul siyy dnoub ayy aspisino pue
uiyim saluedwod JueAd|al Jejiwis ul
paAlasqo asoyy 03 Aed Jo sa1es Jua.und
sasedwod aaniwwod 3yl AN w
Ajlenuue  pam3IAdL 1B SIAIINDIIXD
3yl Jo} saupips  JIspg  dY)

SJUBWIFIL)S [RIdURUL [RNUUR
3Ul 03 | 310U ul INO 135 e sYbu
aleys UO UOILLLIOJUl puR SI0IDRUIP
[enpiaiput syy  Jo
SUl JO S|IEIdP |{N4 'SIAIUADUI dJeyS

uonelaunuwal

pue snuoq pajejps dduewopad e
‘Kiejes diseq Auedwod 01 150D |e101
SAISNPU-|[ Ue JO SISISUOD S101dalIP
SAIINDAXD 3y} IO} UONBRISUNWIY
‘siaployaieys
3yl Jo sisauu 3yl yum paubije
pue 3jeinsuswiwiod 3I|qissod se
Jey Se ale $1S9I9UI 119y} 1BY) DINSUD
0] sSe Os SIOPANP 3ANNIIXS Y]
piemal 01 SI dAIDB[qO uonesRUNWSI
aanniaxa Arewnd s, Auedwod ay|

's)sijenads uonessunwial
[euId1Xa woly adIApe 1enbal saxel
9WWod 3y} ‘saandalqo  asayy
waw o] -dnosb ayr spisino pue
uym  yloq
0] uonesdpIsuod anp Buaib Ispym

‘S|aA3|  uoneIBUNWAI
SIOIAIP  JANNDIXD 3yl  dleAlOW

pue ujelal ‘pesye 0} pasnbai
sabeyoed ajendoisdde ayy apiroud
0} SWie 391HWWOD  UoIjeIduUNWal
3yl ‘slodalp  dARNIIXD  dYl JO

uoijesaunuial ayj @C_C_E._wuwﬁ uj

"MO[3(] Paqusap
se uoljrIaUNWAI ,S1013311p 0} buneja.
acueutanob poob jo ssidpuud ayy
paidde sey pieoq a8yl ‘syuswalels
2duewanob aelodiod s Auedwod ayy
Ut PAsoPSIP se apod auy} Jo suoisinoid

yum buif[dwos 01 uonippe u|

‘SJUBWIAILIS
|erdueuly 3Yi 01 | 310U Ul JNO }3S dle

UOoIIBIUNLWIDI ,SI0IILP JO S|1e1aQ

‘uuos iq
pue uoINO|N JIN ‘SISS3|d NA APY
J0 pleoq ay) 01 juduwnuiodde ayy
10) sjesodoad ayy pasieuly pue




presentations. The board welcomes
the attendance of private shareholders
at the annual general meeting and the
opportunity to address any questions
which they may have. The chairmen
of the audit and human resources &
remuneration committees attended
last year’s annual general meeting and
intend to be present at the
forthcoming meeting. At last year’s
annual general meeting, all resolutions
were passed on a show of hands. After
the vote, the level of proxies lodged
on each resolution was announced at
the meeting.

The company adopts a proactive
stance in timely dissemination of
appropriate operational information
to stakeholders through print and
electronic news releases and the
statutory publication of the group’s
financial performance.

Financial control

and reporting

The directors are responsible for
ensuring that group companies
maintain adequate records, and for

reporting on the financial position of

50

the group and the results of the
activities with reasonable accuracy
and reliability. Financial reporting
procedures are applied in the group
at all levels to meet this responsibility.
Divisional executives meet regularly
with  management of operating
companies on a formal basis and are
involved in the major decision-making
processes of all group companies.
Financial and other information is
constantly reviewed and any action
necessary is taken immediately.

Improvements to the quality of

reported information have been
effected by means of replacing or
upgrading of a number of major
information systems of the group
company levels. The benefits have
become visible during the most recent
financial year when these new systems

were bedded down.

The group’s financial statements
are  prepared in  accordance
with South African Statements of
Generally Accepted Accounting
Practice and the consistent use of

appropriate accounting policies

Corporate governance continued

(unless an accounting policy requires

revision or adoption to new
accounting standards, in which case
proper disclosure will be made),
supported by reasonable and
prudent judgements and estimates,
in order to properly disclose the

group’s financial status.

Internal control,

risk management and
internal audit

The directors welcome the guidance
for directors published in the King
Report concerning the operation of a
sound system of internal control.

The board is responsible for the
group’s system of internal control and
risk management and for reviewing its
effectiveness. In order to discharge

-that responsibility, the board confirms

that it has established the procedures
necessary to implement the recom-
mendations, including clear operating
procedures, lines of responsibility and
delegated authority.

The board instituted a more formal
risk management process during the

year, including an initial series of risk
management workshops, organised
by consultants, which were conducted
in May 2002. Consequently, the board
is confident that the fundamental
processes are now in place to ensure
compliance with risk management
requirements going forward.

The business risk management

procedures and other internal
controls described below will be
further developed over the coming
year so that, together with manage-
ment’s ‘entrepreneurial and creative
skills and their primary focus of
running the business, the group can
take advantage of the benefits from
implementing the King Committee
enhance

guidance to further

shareholder value.

The board of directors has overall

_responsibility for ensuring that the

group maintains a system of internal
financial control to provide it with
reasonable assurance regarding the
reliability of the financial information
used within the business and for
publication, and to ensure that assets
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cial risks to our business and approv-
ing recommended risk strategies. The
risk sub-committee also monitors
compliance with these strategies and
reports to the board. Members of
senior management meet on a
regular basis to analyse currency and
interest rate exposures and to re-
evaluate treasury management
strategies against revised economic

forecasts.

The principal categories of financial
market risk we face are changes in
foreign exchange rates, fluctuations
in commodity prices, and, to a lesser

extent, interest rate movements.

e internal control

The directors accept responsibility for
maintaining appropriate internal
control systems to ensure that com-
pany assets are safeguarded and
managed, and losses arising
from fraud or other illegal acts are
minimised. Control systems are
monitored and improved in accor-
dance with generally accepted best

practices.
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¢ Internal audit

The internal audit department is
a function established at corporate
level, reporting to the audit com-
mittee, to assist executive manage-
ment and the audit committee in the
effective discharge of their respective
responsibilities, by means of inde-
pendent financial, internal control
and operational systems reviews.
The

been outsourced to the Enterprises

internal audit function has
Risk division of the company’s
external auditors, Deloitte & Touche,
locally, Europe by Procedo Internat
Audit and in respect of the Pacific and
UK divisions by our Group Services

team.

Fraud and illegal acts

The company does not engage in or
accept or condone the engaging in of
any illegal acts in the conduct of its
business. The directors’ policy is to
actively pursue and prosecute the
perpetrators of fraudulent or other
illegal activities, should they become

aware of any such acts.

Corporate governance continued

Employment equity and
development

The group believes that the impor-
tance of the effective development of
its people cannot be over-emphasised
and represents a key factor in the
success of the group. The human
resource policies in operation are
directed by a broad framework of
corporate values and are driven by the
need to ensure effective utilisation and
investment in human resources. Merit
and competence are the two key
in the
the diversity

criteria for advancement
company. However,
of cultures existing in the group is
acknowledged. The group continually
seeks to redress historical imbalances
so that all employees can compete on
equal terms. The group actively
participates in initiatives directed at the
economic empowerment of previously
disadvantaged groups in the South
African community and expects that
extensive benefits will accrue from this
process in the short and longer terms.
The group also operates a share
incentive scheme to enable workers,
on merit, to participate in the equity of
the group.

The group applies policies that do
not discriminate on grounds of race,
age, disability, sex or religion and
which provide good opportunities
for disadvantaged sections of the
community.

The group recognises the rights
of employees with regard to freedom
of association and representation
within the context of corporate
economic viability arising from its
responsibility to its shareholders. The
group affirms that employees have
the right to choose whether or not
they wish to participate in organised
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 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 during
closed - periods determined by the
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Report of the independent auditors

TO THE MEMBERS OF STEINHOFF INTERNATIONAL HOLDINGS LIMITED

INTRODUCTION

We have audited the annual financial statements and group annual financial statements of Steinhoff International Holdings
m_..Nm:Tom m Limited, set out on pages 55 to 106 for the year ended 30 June 2002. These financial statements are the responsibility of the
ntemational Holdings Ltd m 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 company and the
group at 30 June 2002 and the results of their 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.

@k& % Joweks .

9 September 2002
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Steinhoff

Intemational Holdings Ltd

Directors’ report (continued)

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

GOING CONCERN
The directors are of the opinion that the company and the group have adequate resources to continue operating their
businesses in the foreseeable future. Therefore, the financial statements have been prepared on a going concern basis.

SPECIAL RESOLUTIONS
Special resolutions were passed by the company and South African subsidiaries in general meetings during the year as reflected
on page 107.

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

Executive

Bruno Ewald Steinhoff (German)
Markus Johannes Jooste

Fredrik Johannes Nel

Daniél Maree van der Merwe
Norbert Walter Steinhoff (German)

Non-executive

Karel Johan Grove

Dirk Emil Ackerman

Claus Edmund Daun (German)
Dr Deenadayalen Konar

DIRECTORS” SHAREHOLDING
At 30 June 2002 the present directors of the company held direct and indirect interests in 160 344 915 (2001: 164 124 057)
or 17,7% (2001: 19,8%) of the company’s issued ordinary shares.

SECRETARY

Stephanus Johannes Grobler acts as secretary to the company.
Business address Postal address
28 Sixth Street PO Box 1955
Wynberg Bramley

2090 2018
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Steinhoff

International Holdings Ltd

Principal accounting policies

for the year ended 30 june 2002

The annual financial statements and group annual financial statements are prepared on the historical cost basis 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 rand.

The financial statements for the year cover the twelve-month period ended 30 June 2002.
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 has adopted the following South African Statements of Generally Accepted Accounting
Practice for the first time:

e AC116: Employee benefits
¢ AC135: Investment property

The impact of these changes in accounting policies is reflected in note 33 to the financial statements.

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 goodwiill.

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 (continued)

for the year ended 30 June 2002

Motor vehicles 20%
Office equipment and furniture 10%
Computer equipment and production software 25%

During previous years buildings were not depreciated. Depreciating buildings is a change in the accounting policy, which has
been applied retrospectively.

Assets held under finance leases are depreciated over their expected useful lives on the same basis as owned assets or, where
shorter, the term of the relevant lease.

Land is not depreciated. Lease improvements on capitalised lease premises are written off over the term of the lease.

The recorded value of depreciated assets is periodically compared to the anticipated recoverable amount if the asset were to
be sold. Where an asset’s recorded value has declined below the recoverable amount, and the decline is expected to be of a
permanent nature, the decline is recognised as an expense.

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 20 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
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International Holdings Ltd

Principal accounting policies (continued)

for the year ended 30 june 2002

CASH AND CASH EQUIVALENTS
Cash and cash equivalents are defined as cash and bank, overdrafts and near-cash financial instruments.

TAXATION
The charge for taxation is based on the results for the year as adjusted for items that are non-assessable or a_mm__oima It is
calculated using the tax rates that have been enacted or substantively enacted by the balance sheet date.

Temporary differences arise from differences between the carrying amount of assets and liabilities in the financial statements
and the corresponding tax basis used in the computation of assessable tax profit. In general, deferred tax liabilities are
recognised for all taxable temporary differences, and deferred tax assets are recognised to the extent that it is probable that
taxable profit will be available against which deductible temporary differences can be utilised. Such assets and liabilities are not
recognised if the temporary difference arises from goodwill or from the initial recognition of other assets and liabilities which
affects neither the tax profit nor the accounting profit at the time of the transaction. Deferred tax assets are reduced to the
extent that it is no longer probable that the related tax benefits will be realised.

Deferred tax liabilities are recognised for taxable temporary differences associated with investments in subsidiaries and
associates, and interests in joint ventures, except where the group is able to control the reversal of the temporary difference
and it is probable that the temporary difference will not reverse in the foreseeable future. Deferred tax is charged or credited
in the income statement except when it relates to items credited or charged directly in equity, in which case deferred tax is
also dealt with in equity.

FOREIGN CURRENCIES

Transactions in currencies other than the reporting currency are initially recorded at the rates of exchange ruling on the dates
of the transactions. Monetary assets and liabilities denominated in such currencies are retranslated at the rates ruling on the
balance sheet date. Profits and losses arising on foreign exchange currencies are dealt with in the income statement,

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

All 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.

Goodwill and fair value adjustments arising on the acquisition of a foreign entity are treated as assets and liabilities of the
foreign entity and translated at the historical rate.

DISCONTINUING OPERATIONS
A discontinuing 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 discontinuing operation is determined from the formalised discontinuance date.
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Principal accounting policies (continued)

for the year ended 30 June 2002

The amount recognised in the balance sheet represents the present value of the defined benefit obligation as adjusted for
unrecognised actuarial gains and losses and unrecognised past service cost, and reduced by the fair value of plan assets. Any
asset resulting from this calculation is limited to unrecognised actuarial losses and past service cost, plus the present value of
available refunds and reductions in future contributions to the plan.

Current and future liabilities in respect of post-retirement medical benefits are recognised, as calculated by independent
actuaries. This is a change in the accounting policy. Previously the post-retirement medical benefits were charged to income
when incurred.

EARNINGS PER SHARE
Earnings per share is the earnings attributable to shareholders for the year divided by the weighted average number of shares
in issue, and is expressed in cents.

Fully diluted earnings per share is calculated on the maximum number of shares that would have been in issue at year-end had
all share options been exercised and other potential dilutions taken place at the beginning of the year.

Headline earnings per share is based on the earnings attributable to shareholders after abnormal items but before taking into
account exceptional items, adjusted for the attributable value of items of a capital nature, and is calculated on the weighted
average number of shares in issue.

DIVIDEND REINVESTMENTS
Ordinary shares issued as a capitalisation dividend award are capitalised by applying to a shareholder’s shareholding, on the
dividend payment date, the ratio that a cash dividend bears to the issue price of the shares to be issued.

RESEARCH AND DEVELOPMENT COSTS
Research costs are recognised as an expense in the period in which they are incurred.

Expenditure on development is charged to income in the year in which it is incurred except where a clearly defined project is
undertaken and it is reasonably anticipated that development costs will be recovered through future commercial activity. Such
development costs are capitalised as an intangible asset and amortised on a straight-line basis over the life of the project from
the date of commencement of commercial operation.

PROVISIONS
Provisions are recognised when the group has a present obligation as a result of a past event and it is probable that it will result
in an outflow of economic benefits that can be reasonably estimated.

FINANCIAL INSTRUMENTS

Financial assets

The group’s principal financial assets are bank balances and cash, funds on call and deposit, accounts and other receivables and
loans receivable.
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Income statements

for the year ended 30 june 2002

Notes

O IR S

Revenue
Cost of sales

Gross profit

Sundry income

Gain on sale of trademark

Distribution costs

Salaries and wages

Operating expenses

Goodwill amortisation and other

impairment write-offs

Discontinued operations 34

Operating income 1
Finance costs 2
Income from investments 3

Income before taxation
Taxation 4

Net income after taxation
Share of associate companies’ retained income
Loss attributable to outside shareholders

Earnings attributable to ordinary shareholders
Basic earnings per share (cents) 5

As previously stated
Change in accounting policy

Fully diluted earnings per share (cents) 5

As previously stated
Change in accounting policy

Headline earnings per share (cénts) 5
As previously stated

Change in accounting policy

Dividend per share (cents) 6

Dividend cover (times)

Group Company
2002 2001 2002 2001
R'000 R'000 R'000
8 207 936 5773 532 3761 7 161
5 146 897 3678 615 3761 7161
3 061 039 2094 917 - -
349 075 323 312 16 778 17 587
- 179 283 - -
590 905 453 726 - -
828 962 640 383 1562 1094
1113 796 779 624 5719 8 208
60 552 37 531 - -
83 171 44 384 - -
732728 641 864 9 497 8 285
130 190 110 716 18 054 8123
50 891 64 068 46 267 268
653 429 595 216 37710 430
52 609 27 130 4643 360
600 820 568 086 33 067 70
55 964 38 111 - -
1809 1819 - -
658 593 608 016 33 067 70
76 74
76 78
T @)
74 71
74 77
- (6)
93 62
93 67
- &)
15 12
6 5
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Statements of changes in equity

for the year ended 30 June 2002

Share Non-
capital and distributable Distributable
premium reserves reserves Total
R'000 R’000 R’000 R'000

GROUP - h - -
Balance at 30 june 2000 as previously stated 1583778 39 884 579901 2 203 563
Change in accounting policy - (2813) (78 532) (81 345)
Balance at 30 June 2000 restated 1583778 37 071 501 369 2122218
Earnings attributable to ordinary shareholders - - 608 016 608 016
As previously stated - - 644 183 644 183
Change in accounting policy - - (36 167) (36 167)
Dividends - - (2 883) (2 883)
Issue of share capital 98 109 - - 98 109
Foreign currency translation reserve - 70 346 - 70 346
As previously stated - 70 828 - 70 828
Change in accounting policy - (482) - (482)
Share of associate companies’ retained earnings
transferred to non-distributable reserves - 32501 (32 501) -
Balance at 30 June 2001 1 681 887 139918 1074 001 2 895 806
Earnings attributable to ordinary shareholders - - 658 593 658 593
Dividends - - (26 694) (26 694)
Issue of share capital 473 538 - - 473 538
Foreign currency translation reserve - 381 658 - 381 658
Share of associate companies’ retained earnings
transferred to non-distributable reserves - 55964 (55 964) -
Transfer to distributable reserves - (95) 95 -
Balance at 30 June 2002 2155425 577 445 1650 031 4382 901
COMPANY - N S
Balance at 30 June 2000 1583778 - 50 705 1634483
Earnings attributable to ordinary shareholders - - 70 70
Dividends - - (2 883) (2 883)
Issue of share capital 98 109 - - 98 109
Balance at 30 June 2001 1681 887 - 47 892 1729779
Earnings attributable to ordinary shareholders - - 33 067 33067
Dividends - - (26 694) (26 694)
Issue of share capital 473 538 - - 473 538

Balance at 30 june 2002 2155425 - 54 265

2 209 690
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Steinhoff

International Io_m:..mm Lid

Cash flow statements (continued)

for the year ended 30 june 2002

Group Company
2002 2001 2002 2001

Notes R’000 R'000 R'000 R'000
NET (DECREASE)/INCREASE IN CASH AND
CASH EQUIVALENTS (274 864) 561 945 (1 060 324) 68 059
Cash and cash equivalents at beginning
of year 988 905 454 641 26 373 (41 686)
Effects of exchange rate changes on cash and
cash equivalents (308 989) (27 681) - -
CASH AND CASH EQUIVALENTS AT END

405 052 988 905 (1033 951) 26 373

OF YEAR 31
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Steinhoff

International Io_mwamw Led

Segmental information (continued)

for the year ended 30 June 2002

Southern European Eastern
Africa Community Europe Australia Total
Year ended 30 June 2002 R'000 R'000 R'000 R'000 R'000
Revenue 2 502 161 3 589 038 1820 556 296 181 8 207 936
Profit before interest, taxation, closure
costs and impairment write-offs,
including share of associate companies’
income 226 230 430 686 267 273 10 035 934 224
Net assets 1225 837 2 417 465 657 435 82164 4 382 901
Southern European Eastern
Africa Community Europe Australia Total
Year ended 30 June 2001 R’000 R'000 R’000 R'000 R'000
Revenue 2 254 691 2 029 069 1439 036 50736 5773532
Profit before interest, taxation, capital
gain on sale of trademarks, closure costs
and impairment write-offs, including
share of associate companies’ income 176 242 265 663 139 388 3133 584 426
Net assets 1276 584 1345 894 262 286 11 042 2 895 806

Profit before interest, taxation, capital gain on sale of trademarks, closure costs and impairment write-offs including share of
associate companies’ income, is reconciled to operating income as follows:

2002 2001

R'000 R’000
Profit before interest, taxation, capital gain on sales of trademarks, closure costs and
impairment write-offs including share of associate companies’ income 934 224 584 426
Less: Share of associate companies’ income (55 964) (38111)
Less: Loss attributable to outside shareholders (1 809) (1 819)
Less: Goodwill and other impairment write-offs (60 552) (37 531)
Less: Closure costs (83171) (44 384)
Plus: Capital gain on sale of trademarks - 179 283
Operating income per income statement 732728

Capital expenditure and depreciation per segment
Due to the structure and nature of activities of the group, capital expenditure and depreciation are managed on a group basis
which facilitates efficient and effective utilisation of group assets.
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Steinhoff

International Holdings Ltd

Notes to the annual financial statements (continued)

for the year ended 30 jJune 2002

1.  OPERATING INCOME (continued)
1.2 Directors’ emoluments (continued)
Paid by:
e Company
* Subsidiary companies

The number of rights is for the period 1 July
2001 to 1 June 2002. The offer and
acceptance dates are the first day of each
month, starting 1 July 2001 to 1 June 2002.
The deferred delivery date is three years from
the abovementioned dates.

No breakdown per director of prior year
directors’ emoluments is presented due to a
management arrangement between the
group and Stafric Investments and
Management Services (Proprietary) Limited.
This arrangement was terminated with effect
of 28 February 2001 (refer note 32) after
which the management team was employed
directly by the group.

1.3 Fees paid for services
e Administrative
¢ Managerial: Fees
¢ Managerial: Bonuses
¢ Technical, consultancy and “know-how”
s Secretarial

1.4 Net foreign exchange profit
¢ Net (loss)/gain on foreign currency
asset/liability
* Foreign exchange gains excluding effect of
foreign currency asset/liability

Group Company
2002 2001 2002 2001
R’000 R'000 R'000 R'000
190 132
8 244 4171
8 434 4303
10813 6 454 - -
7 549 7785 2598 2018
2710 3820 2710 3 820
6 002 7 475 - -
986 465 - -
(260 623) 31 820 (582 750) (25 543)
361 434 90 980 583 096 68 552
100811 122800 . 346 43009
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Notes to the annual financial statements (continued)

for the year ended 30 june 2002

[t ——

Steinhoff

International Holdings Ltd

4. TAXATION
41

Group Company
2002 2001 2002 2001
R’000 R'000 R'000 R’000
1.  OPERATING INCOME (continued)
1.12 Post-retirement benefit expenses
* Pension fund contributions
(defined benefit plans) 2 640 2732 - -
¢ Provident fund contributions
(defined contribution plans) 22 560 18 867 - -
* Post-retirement medical aid
contributions (made for retired employees) 244 2626 - -
Total provident fund contributions 25 444 24 225 - -
2. ‘ w_Z>Zﬁm:m‘O‘mm - ‘ ‘ - o
Interest paid
e Loans 28 796 31038 - -
¢ Bank overdrafts 95 201 75577 18 054 8123
* Lease liabilities 342 3 842 - -
* Other 5 851 259 - -
130 19 110 716 18 054 8123
3. INCOME FROM INVESTMENTS - i ‘ N
Dividends received - - 26 093 -
Interest received 49 015 64 068 20174 268
Profit on sale of investments 1876 - - -
50 891 64 068 46 267 268
Taxation charge
Current year
¢ South African normal taxation 4 369 5857 3234 -
* South African deferred taxation 39 201 (3 550) - -
* Foreign normal taxation 43 056 32 386 - -
¢ Foreign deferred taxation 5337 (9 311) - -
91 963 25382 3234 -
Adjustment to prior year’s taxation
¢ South African normal taxation 2346 3233 1334 -
* South African deferred taxation (42 243) (1 845) - -
* Foreign normal taxation (2 686) - - -
(42 583) 1388 1334 -
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Notes to the annual financial statements (continued)

for the year ended 30 june 2002

53

' DIVIDEND PER SHARE

EARNINGS PER SHARE (continued)

Diluted

Fully diluted earnings per share of 74 cents (2001: 71 cents) are based on 895 700 852 (2001: 855 129 210) shares, and
calculated on the earnings attributable to shareholders, representing a dilution of 3% (2001: 4%) in earnings per share
stated in 5.1 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.

Headline

Headline earnings per share of 93 cents (2001: 62 cents) are based on the headline earnings of R802 316 000 (2001:
R510 648 000), and calculated using the weighted average number of shares in issue during the year of 864 753 723
(2001: 822 129 343).

Headline earnings is reconciled to earnings attributable to shareholders as follows:

Group

2002 2001

R'000 R’000
mm‘ﬁs.:@m attributable to o&iw@ shareholders o 658593 608016
Less:
— Capital gain on sale of trademarks - (179 283)
— Closure costs of South African

manufacturing plants 29 324 -

— Closure costs of German manufacturing plants 53 847 44 384
— Goodwill and other impairment write-offs 60 552 37 531
Headline earnings 802 316 510 648

A capitalisation share award is awarded to shareholders registered at the close of business on 1 November 2002, with
shareholders having the right to elect to receive instead a final cash dividend of 15 cents (2001: 12 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 15 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 in all respects with the shares then in issue.
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Notes to the annual financial statements (continued)
for the year ended 30 June 2002
8.  PROPERTY, PLANT AND EQUIPMENT
Group
Subsidiaries Reclassified Intergroup
Opening acquired Reclassi- to good-  Exchange purchases Closing
balance  Additions Disposals  (disposed) fication . will  differences Impairment  (disposals) balance
Cost R'000 R'000 R'000 R'000 R'000 R'000 R'000 R'000 R'000 R'000
tand and
buildings 1102 089 71715 (50 397) 138 663 25266 (14 499) 468 421 - @y Y741 217
Plant and
machinery 734 265 160 350 (132 948) 177 003 8754 - 113997 - (6 854) 1054 567
Motor vehicles 77 040 13375 (30776) 4178 3530 - 15381 - (297) 82 431
Capitalised
lease assets 1324 - - 979) - - - - - 345
Leasehold
improvements 19192 5130 (8 164) - (3943) - 1628 - 63 13 906
Office and
computer
equipment,
. furniture and
MHN_ DTO** m other assets 283195 179 562 (63 631) 92 549 (33 764) - 105 382 (24 003) 333 539 623
International Holdings Ltd
2217105 430 132 (285 916) 411 414 (157) (14 499) 704 809 (24 003) (6 796) 3432089
Subsidiaries Intergroup
Opening Current acquired Reclassi- Reclassified  Exchange purchases Closing
Accumulated balance year Disposals (disposed) fication to goodwill differences Impairment (disposals) balance
depreciation R’000 R'000 R’000 R’000 R'000 R’000 R’000 R’000 R’000 R’000
Land and
buildings (146 242) (43 599) 10 258 (18 288) (1152) - (42 960) - 2 (241 981)
Plant and
machinery (325 649) (67 100) 57 576 (128 520) (3787) - (69 442) - 6 492 (530 430)
Motor vehicles (35 276) (10 563) 16131 (2811) 3144 - (11 650) - 275 (40 750)
Capitalised
lease assets (660) 31 - 623 — -~ - - - (68)
Leasehold
improvements (1 304) (520) 14 - (945) - 3) - 1 (2757
Office and
computer
equipment,
furniture and
other assets (153 466) (41 750) 40 789 (81 876) 2897 - (68 131) ~ 26 (301 511)
(662 597) (163 563) 124 768 (230 872) 157 -~ (192 186) - 6796 (1117 497)
80
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Notes to the annual financial statements (continued)

for the year ended 30 June 2002

Group Company
2002 2001 2002 2001
R’000 R’000 R'000 R’000
9. INTEREST IN SUBSIDIARY COMPANIES

Shares at cost less amounts written off - - 34 329 34 329

Loans to subsidiaries - - 3171 388 1 668 803

| Investment in subsidiaries - - 3205717 1703132
S - ‘_‘_:‘mqmmﬁ of

holding company
Effective Shares at

Issued share shareholding cost Net loans

capital (%) R’000 R’000
* The company’s principal subsidiaries are S - -

¢ Steinhoff Africa Holdings (Proprietary) Limited R35 700 100 34 096 898 578

¢ Steinhoff Mébel Holdings Alpha GmbH €35 790 100 233 2272810

34 329 3171 388

m_”NmDTOmm mw Included in loans to subsidiaries as at 30 June 2002 is an amount of R517 556 622 which Ummwm _:Hmﬂmmﬁwﬁmc:moﬂv_cm

International Holdings Ltd 2%. The interest rate charged during the year ranged from 5,3% to 6,5%.

The company has subordinated its loans owing by:

* Steinhoff Africa Holdings (Proprietary) Limited in favour of all other creditors to the amount of R750 million; and

¢ Steinhoff Europe AG and Steinhoff Germany GmbH in favour of certain financial institutions to the amount of
€31 million.
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Steinhoff

Internationel Holdings Ltd

Notes to the annual financial statements (continued)

for the year ended 30 June 2002

10,

INTEREST IN ASSOCIATE COMPANIES (continued)

Percentage holding Carrying value
2002 2001 2002 2001

% % R'000 R’000

Listed
¢ Unitrans Limited 26,0 14,4 513 227 274 601
— Shares 428 725 228 163
- Post-acquisition earnings 67 994 31 640
- Loans 16 508 14 798
Unlisted
¢ PG Bison Holdings (Proprietary) Limited 349 - 173 830 -
* Loungefoam (Proprietary) Limited 33,3, 33,3 11 505 12131
* Longhaul Properties Wadeville (Proprietary)
Limited 45,0 45,0 855 1 843
¢ Ukraine Polster Design GmbH, Leder und
Classic Polstermobelfabrick GmbH and
Kompania Kijanka-Steinhoff GmbH 50,0 50,0 9 000 4929
* @ Work Holdings (Proprietary) Limited 40,0 40,0 52 069 49 700
760 486 343 204
Market value of listed investment including ‘ ‘
directors’ valuation of foan 431 243 288 324
Directors’ valuation of unlisted investments 247 259 68 603
678 502 356 927

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

Nature of businesses

Unitrans Limited: Transportation and freight services

PG Bison Holdings (Proprietary) Limited: Manufactures particle board
Loungefoam (Proprietary) Limited: Manufactures foam products

Ukraine Polster Design GmbH, Leder und Classic Polstermabelfabrick GmbH
and Kompania Kijanka-Steinhoff GmbH: Manufactures furniture

Longhaul Properties Wadeville (Proprietary) Limited: Property company

@ Work Holdings (Proprietary) Limited: Manufactures office furniture
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Notes to the annual ::m:ﬂm_ statements (continued)

for the year ended 30 June 2002

Steinhoff

International Holdings Ltd

13.1

Group Company
2002 2001 2002 2001
R'000 R'000 R’000 R’000
INTEREST IN JOINT VENTURE COMPANIES
Amounts owing by joint venture - - - -
The proportionate share of the elements of the - o
joint venture is as follows:
Assets and liabilities
¢ Property, plant and equipment 90 647 65917 - -
* Investments and loans 8 037 5430 - -
* Current assets 244 209 145 001 - -
* Current liabilities (162 024) (79 598) - -
¢ long-term liabilities (59 827) (62 238) - -
Revenues and expenditure
* Revenue 626 960 437 275 - -
* Expenses (568 275) (421 281) - -
* Net profit before closure cost 58 685 15994 - -
* Closure cost (18 016) - - -
e Net profit before tax 40 669 15994 - -
INVESTMENTS AND LOANS T S
Unlisted investments at cost 23 653 9975 - -
Loans receivable 461 970 193 011 13 390 6 468
485 623 202 986 13 390 6 468
Directors’ valuation of unlisted investments - 23 653 9 975 _ -
Details of unlisted investments are available at - - o
the registered office of the company.
13, DEFERRED TAXATION ASSETS/(UABILITIES) ‘ ‘ o
Deferred taxation movement
Assets
Balance at beginning of year 9 541 - - -
Reclassified to deferred tax liability (42) - - -
Exchange differences 3 004 136 - -
Deferred tax of subsidiaries acquired 1359 - - -
Current year charge (8 135) 9 405 - -
5727 9 541 - -
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Notes to the annual financial statements (continued)

for the year ended 30 June 2002

Group Company
2002 2001 2002 2001
000 ‘000 ‘000 ‘000
14. FOREIGN CURRENCY ASSET/(LIABILITY) (continued)
14.1 Net currency forward contracts to sell/(buy)
foreign currency
Deutsche mark - - - DM268 620
Euro (€4 368) (€1 096) €225 000 -
US dollar $108 940 (3136 220) - -
UK pound £1919 £328 - -
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.
R'000 R'000 R’000 R'000
14.2 Net result of fair valuing currency forward B - ,
contracts
Deutsche mark - - - 26 862
Euro 1334 (187) (582 750) -
Steinhoff [& US dollar 87 160 202 314 -
International Haldings 1td = UK pound (1 409) 14 - -
Net foreign currency asset/(liability) 87 085 202 141 (582 750) 26 862
14.3 Foreign currency asset/(liability) movement - - ) o
Opening balance 202 141 163 796 26 862 52 405
Transfer to intergroup loan - ~ (26 862) -
Foreign exchange (loss)/gain (260 623) 31 820 (582 750) (25 543)
Exchange difference taken to foreign
currency translation reserve 145 567 6 525 - -
87 085 202 141 (582 750) 26 862
15. INVENTORIES . - - ‘ : -
15.1 Inventories at cost less provisions
¢ Raw materials 464 150 323 503 - -
* Work-in-progress 152908 83 332 - -
* Consumables and spares 14 997 15189 - -
¢ Packing materials 3 950 3 545 - -
¢ Finished goods 473 199 342 840 - -
1 109 204 768 409 - -
S 291 991 -

15.2

88

Inventories carried at net realisable value
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Steinholff

International Holdings Ltd

Notes to the annual financial statements (continued)

for the year ended 30 june 2002

. . - P [ —

18. RESERVES
18.1 Non-distributable reserves
Retained income of associate companies
Negative goodwill arising on acquisition of
subsidiaries
Foreign currency translation reserve

18.2 Distributable reserves
Retained income

The accumulated distributable reserves, if
declared as a cash dividend, would be subject
to secondary tax on companies. in the normal
course of business, it is not expected that such
a distribution from past distributable reserves
will arise.

19. OUTSIDE SHAREHOLDERS’ INTEREST
Equity interest:
Balance at beginning of year
Exchange differences
Payments to outside shareholders
Movement per income statement
Arising on acquisition of subsidiaries

Group Company
2002 2001 2002 2001
R'000 R'000 R’000 R’000
103 332 47 368 - -
6172 6 267 - -
467 941 86 283 - -
577 445 139918 - -
1650 031 1074 001 54 265 47 892
2 227 476 1213919 54 265 47 892
10 037 16 733 - -
(765) (390) - _
- (4 487) - -
(1 809) (1 819) - -
20610 - - -

Balance at end of year

28 073



L6

£Ev 9 ¥69 L1 cl2€61 1 60Z ¥S8 L
oLz S 159 / - - . saiwedwod Areipisqns Aq anp syjunowy
612 1 €90 ¢+ 06C ¥8¢ 90S veb anp sjunowe pue s3jqeded JBYIO
- = 82¢C 99 0€9 8¢t SUOISIAOLY
14 - Y6l €1/ €0 182 L sajqeded apesy
J19VAVd SINNODDVY  'IZ
(8 10U 399) (000 181 Z8EY L00OT)
000 Z9% 1L8SY 01 Sjunowe SI3PUI| PaInNdds Jo
INOARJ Ul PAI3GUINDIUI SIISSE JO 3N|eA J00q Y]
- - 871 ¥8/ 68S 607 L
- - €L6 ELL 89 86 Joyeay| e
- - SSLOL S06 vZT £00Z 2un[ 0¢ »
101 Syluow 7| 3yl ui 3jqededay
syjudwAedau jo sisfleuy €07
000 0004 000.d 000.4
- - 0’ 0'‘g SUBO| PAINDISUN
P17 sBuIp|o [euonRUIRIY| - - Q\.V_, - wacwgwwgmﬁ a|es Jusjeisu] e
A w &OLC.NHW - - Syl 0’91 sjuawaaibe asea| soueuly pasijended o
’ - - 09 09 SURO| WI3|
% % % % sajed 31sa13a1ul abesaae payybiapy Z°0Z
- - €L6 ELL 89 ¥86 sanl|iqel; wil-buol BN
- - SS1 0L S06 vIT (zz 210U 2935) sanIqel| Wis)-1oUs Ul
papnpul €007 dun( g 3J03q 3|qeled uonuod
- - 8¢l ¥84 68S 607 L
- - 690 0Lt €49 /9¢ SUBO| pAINd3sUN
- - 89% 8l¢ L6¥ 90€ Annge)| 934 92udd1| WR)-BUOT o
- - LSt - sjuswaaibe sjes Juswielsul e
- - 667 €67 syuawaalbe ases| asueuy pasiende)
- - L¥8 +S¢ 71 SES SURO| W3] e
bunueuy paindag
3suejeq buisopd jo sisAleuy 07
SALMEVIT WEIL-DNOT "0
0004 000.4 0004 0004
100Z 200z L00¢ z00Z

Auedwiod dnouo




Notes to the annual financial statements (continued)

for the year ended 30 June 2002

21. ACCOUNTS PAYABLE (continued)

Opening  Additional Amounts Amounts Exchange Closing
Provisions balance provision utilised reversed differences balance
Group: R’000 R’000 R’000 R’000 R’000 R'000
Provisions consisting of
Leave pay 30 048 42 624 (31 619) (734) 11 535 51854
Bonus provision 5919 15 068 (3377) (1 505) - 16 105
Warranty provisions 11 369 34 835 (13 050) (588) 7 939 40 505
Pension provisions 18 892 1 651 - - 9623 30 166
66 228 94178 (48 046) (2 827) 29 097 138 630
o - ‘ ‘ Group Company
2002 2001 2002 2001
R'000 R'000 R’000 R’000
22. SHORT-TERM LIABILITIES - -
Current portion of long-term liabilities (note 20) 224 905 70 155 - -
Short-term loans payable 480923 592 249 - -

Steinhoff (& o mees | e@dd o -

International Holdings Ltd

23.1 Provident and pension funds
The majority of the group’s South African employees are members of the Steinhoff Group Retirement Fund. The Steinhoff
Group Retirement Fund operates as a defined contribution provident fund. Certain employees are members of The Afcol
Pension Fund. o

The employees of the group’s subsidiaries in Europe are members of state-managed retirement benefit schemes operated
by the governments of the various countries. The subsidiaries are required to contribute a specified percentage of their
payroll costs to the retirement benefit scheme to fund the benefits. The only obligation of the group, with respect to the
retirement benefit schemes, is to make the specified contributions.

All the retirement benefit plans operated by group companies domiciled in the Republic of South Africa are governed by
the Pension Funds Act (Act No 24 of 1956). Approximately 98% of South African full-time group employees are covered
by retirement benefit plans.

Defined contribution plan: Steinhoff Group Retirement Fund
The total cost charged to income of R22,6 million (2001: R18,9 million) represents contributions payable to this scheme
by the group at rates specified in the rules of the schemes.

Defined benefit plan: The Afcol Pension Fund
Under this scheme the employees are entitled to retirement benefits of a pension of 2% of final salary per year of
pensionable service on attainment of a retirement age of 65.

The effective date of the most recent actuarial valuation is 31 March 2001. At that date, in the opinion of the actuary,
the defined benefit plan was found to be in a sound financial position. The fund is actuarially valued at intervals of not
more than three years.

The current contributions are calculated on the pensionable emoluments of members.

92




€6

n

Py sBuipjof |euoHeUIuf

foquiig

] 79 saseasnun uoisuad sunjng
ool 0’8 sasealdul Alejes Jo el pardadxy
szl s‘oL syasse uejd uo wiNas payadxy
S'el Sl a1eJ JUNO3SI(]
% % :pasn suondwnsse Aay
- 888 81 $195Se JUdLND
:sasodund Burpodau jeipueury Joy sisAfeuy
8¢t /L oLv 18 1eak Jo pua Iy
£9C S 280t Swiodul Ul papnpul uleb PN
$90 7L 87¢ £/ 1234 Jo Buuuibaq 1y
1SMOJ|0} se 1M pouad JUBLIND 3y} Ul 13SSE 1oU BY] Ul SIUSWISAON
8¢ LL oLv L8 19sse 19N
910 L6l 0S1 68L s3asse ueld Jo anjea Jreq
- 8l96 $3550] [euenide pasiubolaIun
(889 €11) (8S€ Z1L1) suonebiqo papuny Jo anjea Juasaly
SMO|[0) se Si sueld JUSWRINAI JBUSY paulsp Jo 1adsal
ul uonebyqo s,dnoib ayy wouy Buisue 19aYs aduejRq 3Y) Ul PIPNPUI JUNOWE 3y |
000 ZS8 64 sem s19sse uejd uo uINjdl [enjde Iy
€92 S 280 v uieb 18N
(805 1) (svv 61) siasse uejd uo winjal pajadxy
€Ls €l lzczi 150D 1S949)U|
[AYAA o9 ¢ 150D 3IAIBS JUILND)
:puny a1 Joj uteb Jou e Ul payNsas syunowe buimoloy ay |
(panunuod) pung uoisuad oy ayy upyd yauaq pauyaq

(panunuod) spuny uoisuad pue Juapinold €7

(panunuod) SNV 1d 1I4INID ININIWLTY €2

0004 0004
100Z z00zZ

dnoin




94

Steinhoff

International Holdings Ltd

Notes to the annual financial statements (continued)

for the year ended 30 june 2002

23.
23.1

23.2

RETIREMENT BENEFIT PLANS (continued)

Provident and pension funds (continued)

Defined benefit plan: The Afcol Pension Fund (continued)

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 2002. 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, for the year ended
30 June 2002, raised an asset and corresponding income amounting to R18,8 million in respect of the total pension fund
surplus of 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.

Post-retirement medical benefits

The group provided certain post-retirement medical benefits by funding a portion of the medical aid contributions of
certain retired members, and a future liability for current employees. These were charged against income as incurred.
During the current year, upon adoption of the Statement of Generally Accepted Accounting Practice, AC116: Employee
benefits, the group’s liability in respect of this obligation has been recorded. This is a change in accounting policy. (Refer
to note 33.)

The total liability in respect of the post-retirement medical benefits was valued during the year by an independent
actuary. The liability arose as a result of past and current service as follows:



S6

9]

.co____‘E Z'6d

0] pajunouwie ‘(1z 310U 93s) anp syunowe pue sajqeded Jaylo ur papnpur ‘Aupgel predun [ejol ayl pus-4eak 1y

“Ysed Ul PIIIas A [IIM SIJBUSY 21Mny Jo dnjea juasaid

AU YDIYMm JO SWIR} U JUBWIRIAS B 01 swed dnoub ay) saakoldwa painal pue 331AI9s-Ul 3y Yum Juawaaibe ybnoayy

sBuIAeS 0467 M ueld pJepuels 3100 jenuassy A1aa0dsig Aiger) 1o} yewyduag

001
€9

06
£L7TL
4
S0l

L£0 8T

[ ZAWAY
L6V 01

pi] s8uIp|o} [euonvuIaiL|
HOYHIAS wom

(98¢)
£Z9
Z59 1

€91
86¢ 9¢

QL1 1)
v6l 1
798¢

o6 T
8sh €¢C

(96) JBWaLIAI Je diys1aquiaw Jo uonenunuo?)
abe Juswamal abesany

AJje1IOW JUSWIIIRI-ISOY

Aljerow uawainal-ald

(9%) 91e4 JUNODSI

(95) uonERUI 150D 3led L)jesH

:pasn suondwnsse A3y

sIdqUIBW PaJNRY
saaAojdwa 931A19s5-U)
10 s9)e2J Z00Z 2un( Q€ e Ajigel] paniddy

7007 aunf O€ 12 Ajjigey PanDdy

siuswAed Npusq Aodwy
1502 JDIAIBS
1500 152191U]

Z00Z 3unf 0g 01 100Z AINf | Augern Ul aseanu
100Z aun[ g€ 1e Ajjigel) paniddy

sjuswiAed Jauaq Jokojdwi
150D 9DIAIRS
1500 153191U]

L00Z sunf og 03 000z ANl | :Aupqel| w dseanuy
0007 aun( o€ 1e Apgel panody
(Panunued) sHBUI( [eIIP3W JUBWAINDI-ISOd

(panunuod) SNVId LIHINTF INTATYILIY

[AL Y4
kX4

—==




Notes to the annual financial statements (continued)

for the year ended 30 June 2002

Group Company
2002 2001 2002 2001
R'000 R'000 R’000 R'000
24. COMMITMENTS AND CONTINGENCIES
24.1 Capital expenditure
Contracts for capital expenditure authorised 90 978 30 805 - -
Capital expenditure authorised but not
contracted for 221 091 15904 - -
24.2 Amounts outstanding under operating lease
agreements payable within the next year and
thereafter:
Plant,
equipment,
vehicles
Property and other Total
R'000 R'000 R’000
Group
MHNEDTO:” = Next year 92 853 23326 116 179
International Holdings Ltd m Thereafter 772 209 92 571 864 780
Group Company
2002 2001 2002 2001
R’000 R'000 R’000 R'000
24.3 Borrowing facilities
In terms of the articles of association, the
borrowing powers of the company are unlimited.
24.4 Unutilised borrowing facilities 1779 027 790 879 - -

24.5

96

Contingent liabilities

Group

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 and 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.

Company
The company has issued certain guarantees to financial institutions in connection with the acquisition of a UK subsidiary
as well as the licence fee commitment of the group amounting to approximately R560 million. These liabilities are
included in the group balance sheet.
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Notes to the annual financial statements (continued)

for the year ended 30 June 2002

2002 2001
Carrying Carrying
amount Fair value amount Fair value

R’000 R’000 R’000 R’000

. S e

25.  FINANCIAL RISK MANAGEMENT (continued)
Fair value of financial instruments (continued)

GROUP
Assets
Liquid resources 892 084 892 084 983 842 983 842
Accounts receivable 2378 130 2378 130 1 682 585 1682 585
Foreign currency assets 87 085 87 085 202 141 202 141
Investments and loans 485 623 485 623 203 026 203 026
Liabilities
Liquid resources 574 117 574117 197 078 197 078
Short-term liabilities 705 828 705 828 662 404 662 404
Accounts payable 1854 209 1854 209 1193712 1193712
Long-term liabilities 984 684 984 684 713 973 713 973
Steinhoff [& COMPANY
International Holdings Ltd
Assets
Liquid resources 18 302 18 302 54 511 54 511
Accounts receivable 38 690 38 690 472 472
Foreign currency assets - - 26 862 26 862
Investments and loans 13 390 13 390 6 468 6 468
Liabilities
Liquid resources 469 503 469 503 55 000 55000
Accounts payable 11 694 11 694 6 433 6433

Foreign currency liability 582 750 582 750 - -

The following methods and assumptions were used by the group in mm&U__mZJ@ fair values:

Liquid resources, current amounts receivable and current amounts payable
The carrying amounts reported in the balance sheet approximate fair values.

Foreign currency assets
Currency forward contracts are revalued at year-end and the carrying amounts reported in the balance sheet
approximate fair values.

Investments and loans
The carrying amounts reported in the balance sheet approximate fair values.

Borrowings
The carrying amounts reported in the balance sheet approximate fair values.
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Notes to the annual financial statements (continued)

for the year ended 30 June 2002

Group Company
2002 2001 2002 2001
R'000 R’000 R'000 R’000
28. ACQUISITION OF SUBSIDIARY COMPANIES

The fair value of assets and liabilities assumed at
date of acquisition were as follows:
Assets
* Property, plant and equipment 181 899 27132 - -
¢ |nventories 96 705 653 - -~
* Accounts receivable 150 003 13 830 - -
e Cash on hand 3852 - - ~
* Deferred taxation asset 1359 - - ~
* Shareholders’ loan 4068 9 300 - -~
Liabilities
* Long-term liabilities (29 250) - - -
* Trade payables (113 547) (7 309) - -
* Deferred taxation liability (8577) - - -
¢ Bank overdraft (27 063) - - ~
¢ Taxation payable (15 120) (431) - -
¢ Other liabilities - (1 100) - -
Outside shareholders’ interest (20 610) - - ~
Fair value of assets and liabilities acquired 223719 42 075 - ~
Net goodwill at acquisition 352 254 8 359 - ~
Total purchase price (575973) (50 434) - ~
Bank overdraft at acquisition (27 063) - - ~
Cash on hand at acquisition 3 852 - - -
Shareholders’ loan account 4 068 9 300 - ~
Net cash outflow at acquisition of subsidiaries (595 116) (41 134) - -




Lot

€48 9C (1S6 €€0 1) S06 886 ZS0 So¥
798 9T (0sZ 28S) L¥L 202 $80 /8 (Agen)nssse Huaund ubsiog
(000 5%) (£0S 69%) (820 £61) (VAR 749 SHeIPIIAO Kueg
LIS +S Zog 8L 61 €86 9€0 768 Used pue sadueled juegq
- - €y 114 susodap pue Jjed uo spun4
Sunowie 18993ys adueleq mc_>>o__ov_ ayl
wthEOu JUlaUWIa]EYS MO|) Cmﬁu Yl ul U@UD_UC._
mucm_mZDUQ ysed pue Imau ‘sjusuanasut ysed
-1eau Se ||om se mv_r_&n yim wwucw_mﬂ DCN puey
uo ysed Jo IsI1suod Bcw_a>_36w Ysed pue ysed
SENITVAINDT HSYD ANV HSYD
601 86 16€ S9¥ 601 86 16 S9¥ jeided aseys Jo anss uo spazdoad ysed
#¥0 2) 61z 2) #+0 ) (612 2) pred sasuadxs anss| :553]
£51 001 019 TLY €51 001 019 LY ysed 10} panssi wnwzad aieys pue jeyded aeys
IWLIYD JYVHS 40 INSST NO $a3ID0YUd
- - - oL ) saueIpISgNs JO Jesodsip 18 MOPIN0 ysed 19N
pr sBupiop] [puoneuiaLy| - - - oL 1) [esodsip jo s1ep je puey uo ysed)
m - - - - |esodsip uo spaad0id
9| fjoyurs |

- - - 9/8 L lesodsip uo 1014
- - - AWNw Fv meOQm__u sanljiqel pue sjosse Jo w:_m.> Jieq
- - - (29 95) sojqeded apei|
- - - (6€S 1) ueo| SI9pioydIeys e
- - - (2292 samger) wue-buo e
sanjigern
- - - oL 1 puey uo ysed e
- - - Nww w_. wEmeum; muCJOuu< .
- - - €/ 07 SOLIOJUDAU| e
- - - /SE L juawdinba pue jueld ‘Auadold
sjassy
1SMOJ||0} st 219Mm [esodsip jJo ajep ay) Je
pasodsip saiqgel] pue $3asse Jo anjea ey ay |
SIINVIWOD AYVIAISINS 40 TvSOdSIa

0004 000.4 0004 000.4

L00Z z00Z L00Z 700Z

Auedwo)) dnoin




Steinhoff

International Holdings Ltd

102

Notes to the annual financial statements (continued)

for the year ended 30 june 2002

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 normat course of business and include transactions as a
result of the group-wide treasury management of foreign currency movements. All material intergroup transactions are
eliminated on consolidation.

32.1 Subsidiaries, joint ventures and associate companies
Details of investments in principal subsidiaries, associate companies and joint ventures are disclosed in notes 9, 10 and
11 respectively.

32.2 Shareholders
Details of the major shareholders of the company and a summary of the categories of shareholders are disclosed on
page 108.

During the year group companies transacted with a wholly-owned subsidiary of a shareholder, Fihag Finanz und Handels AG,
to the value of R10,2 million (2001: R42,8 ion) being a recovery of costs in accordance with contractual arrangements. In
addition, Fihag Finanz und Handels AG also acts as agent and advisor to Steinhoff Europe AG in the management of its
exchange rate exposures as disclosed in note 14.

32.3 Interests of directors in contracts
Steinhoff Africa previously utilised certain management services provided by Stafric Investments and Management
Services (Proprietary) Limited, a company owned and controlled, directly and indirectly, by certain of the executive
directors of the company. This arrangement was terminated with effect from 28 February 2001 and certain final
contractual payments were settled during the year under review.

All 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.

32.4 Related interests of directors and officers in share capital
Details have been included in the directors’ report, and on page 56.

33. PRIOR YEAR ADJUSTMENT
The group has adopted certain South African Statements of Generally Accepted Accounting Practice for the first time
during the current financial year. The financial statements have been prepared as if they had always been prepared in
accordance with the statements effective from the year of first-time application.

33.1 AC116: Employee benefits
The group provided certain post-retirement medical benefits by funding a portion of the medical aid contributions of
certain retired members and a future liability for current employees. In prior years these were charged against income as
incurred. In terms of AC116, the group’s total liability in respect of this obligation has been provided.

33.2 AC135: Investment property
In terms of AC135, owner-occupied properties are no longer considered investment properties. Accordingly, such
properties are stated at cost and depreciated over their useful lives.
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Notes to the annual financial statements (continued)

for the year ended 30 June 2002

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:

Cost of
Date discontinuance
Date of initial discontinuance 2002 2001
discontinuance Division Business completed R'00 R’000
13 December 2001 Milano Lounge Lounge suite 31 December 2001 7 808 -
manufacturer
24 August 2001 Crossdock division Distribution 31 May 2002 18 016 -
of Roadway
Logistics
14 December 2001  Textile division of Spring 30 April 2002 3 500 -
Premier Springs manufacturer
Industries
1 January 2002 Poco Lounge suite
(Germany) manufacturer 30 June 2002 41 823 -
1 July 2001 Sachsenpolster Lounge suite
(Germany) manufacturer 30 November 2001 12 024 -
15 September 2000 Trend-Design Lounge suite
(Germany) manufacturer 30 June 2001 - 44 384
83 171 44 384
2002 2001
R'000 R’000
‘._.r:m qmmr?wo* z‘g‘m‘_c_,‘_m:o _.ormém division, which have been included
in the consolidated financial statements, were as follows:
Revenue 28 691 59 002
Operating costs (46 662) (64 605)
Loss before taxation (a7 971) (5 603)
Taxation - -
Loss after taxation (17 971) (5 603)
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Notes to the annual financial statements (continued)

for the year ended 30 June 2002

34. DISCONTINUED OPERATIONS (continued)
The carrying amounts of the total assets and total liabilities discontinued
of the Poco division in Germany are as follows:

Carrying value of total assets

Carrying value of total liabilities

The results of the Sachsenpolster division in Germany which have been
included in the consolidated financial statements, were as follows:
Revenue

Operating costs

(Loss)/profit before taxation
Taxation

(Loss)/profit after taxation

The carrying amounts of the total assets and total liabilities discontinued
of the Sachsenpolster division in Germany are as follows:

Carrying value of total assets
Carrying value of total liabilities

35. COMPARATIVE FIGURES
Certain comparative figures have been reclassified to improve comparability.

2002 2001

R'000 R'000
68 081 40 545
67 712 37 545
32 670 75 357
(45 306) (75 195)
(12 636) 162
(12 636) 162

11378 26 338
8 784 24139
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Analysis of shareholding

for the year ended 30 june 2002

Shareholder type

Public Directors Other

Number % Number % Number %
Shareholders in
South Africa
e Number of shareholders 3 454 99,77 5 0,14 3 0,09
o Number of shares 465 474 662 99,64 374 150 0,08 1289911 0,28
Shareholders other than
in South Africa
« Number of shareholders 160 98,16 3 1,84 0 0,00
* Number of shares 279 506 522 63,60 159 970 765 36,40 0 0,00
Totals
o Number of shareholders 3614 99,70 8 0,22 3 0,08
* Number of shares 744 981 184 82,17 160 344 915 17,69 1289 911 0,14

According to the share register of the company, the following shareholders are

mﬁNmDTOmm = registered as holding in excess of 5% of the issued share capital of the company:

International Holdings Ltd

Nedcor Bank Nominees Limited 276 243 373 30,47
Standard Bank Nominees Tvl (Pty) Limited 154 484 990 17,04
First National Nominees (Pty) Limited 126 805 923 13,99
Fihag Finanz und Handels AG 90 000 000 9,93
SE Nominees (Pty) Limited 83 063 706 9,16
Absa Nominees (Pty) Limited 57 778 695 6,37
Old Mutual Nominees (Pty) Limited 47 733 554 5,27

836 110 241 92,23

Save for the above, according to the disclosure in terms of section 140A of
the Companies Act, the following shareholders are registered as holding in
excess of 5% of the issued share capital of the company, as compiled from
the nominee disclosures:

Old Mutual and funds administered by them 158 966 529 17,53
Bruno Steinhoff Immobilien und Verwaltungs GmbH 103 873 990 11,46
RMB Asset Management and funds administered by them 85 750 677 9,46
Investec Asset Management and funds administered by them 56 329 752 6,21

108



601

00°1349d £8556° LING St YIIYM 3101 3BUDYIX> YIDW 3YISINA(Q dY) UO PIsDq SI 14 0IN3 3Y) ‘7007 03 1o1id (£)
SINIIGDY PUD SJISSD 3]D[SUDI) O] Pasn SOM o4 pua-pouiad ayy (7)

2UNJIpuadxa pup WUl I}D[SUDLY 0] Pasn spm A abupydxa abpiaab ayy (|)

20N

1Y40]1 00’6 200¢
589 S/'9 L00¢C
159 9¢'9 000¢
92’9 /99 6661
@PUd pousd  ,2beasny aunf pg papus Jeaj

"saueipisqns ueadouny ay3 13AUOD 03 pasn ‘0’13 Jod Y
ul passaldxa pues ul sajes abueydxs pua-pouad pue sbeisae ayy ‘paedipur spouad 3yl Jo) ‘YHo) S8 Ijqel bumojjoy ayl
SA1VY IONVHOX3

SZL LY L 07’9 £1'6 2007
891 068 08°S 05°, 100Z
[T8 YL $8°c SL'9 000Z
S —— SZ8 91L 0z's 00°S 6661

:aun( Qg papua Jeap

jjoyuiig _ o e

n

Gw\;a:m J0 J2qunN) (d4eys 1ad puey)
awnjoa buipesy MO ybiH
Ajiep abeaaay acud busso)d

19DIAI9S UONREULIOJUI |B1RURUL
uedLyY YINoS & ‘9bpug 13N- 10 ‘panwin (A14) abpug 19N-| Aq panodal se ‘sueak jerueuly 1noy se| ayj 104 siseq Aeak e uo saleys
1no jo awnjoa buipeuy Ajlep abeaae ayy pue saseys yoyus jo sadud buisop mop pue ybiy ayy 1o $19s 2jqey buimoljoy ayg

L6t & 08% £ aun( o e se (wy) uonesijended 1x1e
S0l 6’8 aun( Qg 1e se (sbuiuies auipeay) sjdiynw sbuiea/aduy
29 €6 (sbuiures aunpeay) (94) pPRIA sbuluey
6l 8’1 (%) PRIA pusping
296 £ €eEL L xaput Jelisnpui abessay
89 08/ (s1eys Jad s3uad) 9o1d papen pajybiom abeiaay
90¢ L YA VAra (uoljjiw y) papen saseys Jo an|ea |_lo|
61 8ve (uojiu) papedy saseys Jo JquInu |eyoL
09 06S (2ueys 1ad s1u92) 2oud 159MOT
004 SL6 (aueys 1ad sjuad) adxud 1s9ybiy
059 $78 (Aep Buipen ise| 10) sun( o¢ e se (deys 1od s1uad) acud BuisoD
L00Z 200z

so1el abueydxa pue A10isiy buipeny 35|




Steinhoff

International Holdings Ltd

110

Notice of annual general meeting

Notice is hereby given that the annual general meeting of the shareholders of the company will be held at 13:00 in the main
boardroom of the company, 28 Sixth Street, Wynberg, Sandton, on Friday, 29 November 2002, for the purpose of dealing with
the business and considering and, if deemed fit, passing, with or without modification, the resolutions set out below:

Ordinary business

1.

2.
2.1

2.2

23

To receive and adopt the annual financial statements for the period ended 30 June 2002, together with the report of the
directors and the auditors thereon.

Ordinary business
To elect directors for the positions to the board. In terms of Article 50.1, K ] Grove, F ] Nel and D M van der Merwe shall
retire, but all three directors are eligible and available for re-election.

To ratify the appointment of Adv | N S du Plessis SC, Mr | F Mouton and Dr £ A Sonn as non-executive directors.

To transact any other business capable of being transacted at an annual general meeting.

Ordinary resolution number 1

31

3.2

3.2.1

3.2.2

3.23

3.2.4

3.25

3.3

Resolved that 505 575 534 ordinary shares of 0,5 cents each in the authorised but unissued share capital of the company
be and they are hereby placed under the control of the directors of the company as a general authority in terms of section
221(2) of the Act, but subject to the rules and requirements of the JSE Securities Exchange South Africa (“|SE”), to allot
and issue such shares to such person(s) and on such terms and conditions as the directors may determine.

Resolved that, subject to the listing requirements of the JSE relating to a general authority of directors to issue shares for
cash, the directors of the company be and they are hereby authorised for a period of 15 (fifteen) months from the date
of this meeting or until the date of the company’s next annual meeting to issue ordinary shares in the capital of the
company for cash in accordance with the requirements set out in paragraph 5.69 of the listing requirements of the JSE
as follows:

the relevant securities to be issued under such authority must be of a class already in issue;
the securities must be issued to public shareholders as defined by the JSE’s listing requirements and not to related parties;
issues for cash may not exceed 15% of the issued number of securities in issue in any one financial year;

the maximum discount at which such securities may be issued may not exceed 10% of the weighted average traded
price of those securities during the 30 business days preceding the date on which the price of the issue is determined or
agreed by the directors; and

once the company has issued on a cumulative basis within a financial year, 5% or more of the number of securities in
issue prior to that issue, the company will publish an announcement containing the full details of the issue, including the
affect of the issue on net asset value and earnings per share.

Subject to the renewal of the general authority proposed in terms of ordinary resolution number 1, and in terms of the
requirements of the JSE, shareholders to grant a waiver of any pre-emptive rights to which ordinary shareholders may be
entitled in favour of the directors for the allotment and issue of ordinary shares in the capital of the company for cash
other than in the normal course by way of a rights offer or pursuant to the company’s share schemes or acquisitions
utilising such securities.
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Notice of annual general meeting (continued)

Reason and effect for the special resolution

Subject to the Act and the requirements of the |SE, this authority is granted to the directors to repurchase shares, although it
is not the board’s intention to make use thereof unless prevailing circumstances (including the tax dispensation and market
conditions) in their opinion warrant it. All required certificates and relevant statements shall be issued. The effect of the special
resolution is that the directors are authorised to implement a general repurchase of shares in accordance with the provisions
of the Act and the listing requirements of the JSE.

The directors are of the opinion, after considering the effect of a maximum repurchase of shares; that:

. the company will be able, in the ordinary course of business, to pay its debt;

. 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.

Special resolution number 3
6. Resolved that the articles of association of the company be and are hereby amended by the insertion of the following
new Article 89.3 after Article 89.2:

“89.3 Communication by electronic medium

Steinholff m

International Holdings Ltd

Notwithstanding anything to the contrary in these articles, but subject to the Act and the listing requirements of the |SE:

89.3.1 the company may send (which, for the purposes of this Article 89, includes serving, giving, delivering
and the like) shareholder information to members by electronic medium provided that:

89.3.1.1()  sending by electronic medium may only be effected to members who have consented in writing, in
such form as has been approved by the |SE, to the sending of such shareholder information by
electronic medium and such consent has not been withdrawn, and

89.3.1.1(ii)  the directors have approved the method by which and the electronic medium through which such
sending of shareholder information is to be effected;

89.3.1.2 if the directors so authorise, members may deposit forms of proxy with the company by electronic
medium provided that the directors have approved the method by which and the electronic medium
through which forms of proxy may be so deposited;

89.3.2 for the purposes of this Article 89:

89.3.2.1 “electronic medium” means a method of electronic communication which includes, but is not
limited to, facsimile, electronic data message (including, but not limited to, e-mail), bulletin board,
internet website, CD ROM and computer network;

89.3.2.2 “shareholder information” includes, but is not limited to, notices (including, but not limited to,
notices of general meetings and annual general meetings of the company, dividend notices and

112
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Notice of annual general meeting (continued)

Ordinary resolution number 4

8.  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 at the address given below
by not later than 13:00 on Wednesday, 27 November 2002.

By order of the board

S } Grobler
Company Secretary

1 November 2002

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 16:00 on Wednesday, 27 November 2002.

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.




ZLL

n

P11 sButpjopy jeuonewajy)

jleyuig

(sweu (i} ur Aydeded Ijels) (ajqedidde assym) aw Aq palsIssy

aimjeubig

200¢ uo e paubig

€ 19qWINU UoNNOS3AI AteuipiO

€ Jaquinu uonnjosad jeads

Z 4aquinu uonn|osal |eads

[ Joqwnu uonnosas [epadg

Z 43quinu uonnjosal Aleuiplo

MO N o

| Joquinu uonnjosas AleulpiQ

uuos v 4 -
UOINO 4 [~
SIssald Np S N [—  jo Jusuwnuiodde ayy Ajner oy z'z
AMIBIN J3p UBA N  —
ENIER
JA0ID [ Y — pieoq 3y} 01 191 01 |'7
SJUBWIBIL)S [edURUY [enuue 3U) Jdope pue dAII3I 0] |

uresqy 1sueby JO Inoaey u| saieys Jo spquinu
........................ j0 Padsal U1 suonaNAsul @C_HO>

:bunssw jessuab 3y 1e pasodoid aq 03 suorN(OsaI Y)Y UO sUONINNSU
Bunoa no/Aw mofaq aredipul Agauay op saleys Jno/Aw pasiieualewsp aaey/sey oym ‘Auedwod ay) Jo sspjoyaleys e Bulaq

Jo

M/

49X04q 10 dASD Yans wouy patinbai aq pinom Aloyine uspum ‘vosiad ut buisaw 3yl puse 01 YSIM IIPIOYRIRYS © pINOYS
“13A3MOH ‘mOJ3q papirold sadeds ayy ul suonnjosas pasodoud ay3 uo suondNAsul BuRoa 1Bl JO 18%0.q 10 (,,dAsD.,) Wedidaieyd
Asonsoda(q sanundas [eaiud) JISY1 ISIAPE O] WOy SIY] 95N Al Sa1eys 1y} pasjeusiewsap Apealje arey Oym SIopjoyseys

“(,,bunsaw [eisush
ayl,) 00:€ L 32 ‘T00T JOqUISAON 6Z ‘Aepli4 uo ‘uoipues ‘BisaquAm 193115 UixIS 87 ‘Auedwiod ayi Jo a0 peay ay) 1e pjpRy aq 03
(.S99ployaleys goyurais,) Auedwod ayy ul saieys Ateulpio Jo s1apjoy a4yl jo bunasaw (esausb jenuue ayy jo 1adsas ul asn 104

(93uwou/1)01q 10 4dsD JO aweu uj Ijdurexa) saweu UMO H3YL Ut patalstbau
10U 3. SAIRYS YDIYM pue s31ed1J1132 dleys 1Y) pasijeuajewssp Apealfe aaey oym siapjoyateys £q Ajuo asn 104

(P60 St LL £Z+ 0} paxej 3G Osje Aew) (44019/das>d
panwr sbuip|oH [euoneuIdIul JOYUIdls ,S19pjoyaieys Jo aweu)
bmuwhuwm \ACNQEOU Uf_;l “OH %Qou ................................... ”01_:

(. Aupdwod ayy,, 10 ,goyuais,,)

(90/156£00/866 1 J3qunu uonpsibay)
(02113 YInos o dygnday ayy ut pajpiodioduy)

w0} uonanasul bunop




Steinhoff

International Holdings Ltd

118

Notes to the voting instruction 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 form. 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.

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 on Wednesday, 27 November 2002.

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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