12.

Segment reporting continued
Reconciliation of total segment report to
statement of financial position and
statement of comprehensive income
is provided as follows:

Six months ended
30 June 2012
30 June 2011
(Unaudited)
(Unaudited)
R’000
R’000

Year ended
31 December 2011
(Audited)
R’000

Revenue
Reportable segment revenue
Inter-Group revenue: property rentals
Property revenue reported in other operating income

663 534
(10 680)
–

627 835
(8 706)
(502)

1 280 476
(18 680)
(777)

Revenue per consolidated statement of comprehensive income

652 854

618 627

1 261 019

Profit before tax
Adjusted EBITDA
Corporate and other overheads
Depreciation
Impairment of intangible assets
Amortisation of intangible assets

51 775
(8 193)
(9 057)
–
(2 375)

50 271
(10 137)
(7 377)
–
(2 533)

114 472
(16 124)
(15 460)
(2 117)
(5 065)

Operating profit
Finance income
Finance cost

32 150
139
(6 272)

30 224
520
(5 989)

75 706
310
(10 976)

Profit before income tax per statement of comprehensive income

26 017

24 755

65 040

Assets
Reportable segment assets
Corporate and other assets
Taxation receivable

1 221 606
2 682
3 213

1 132 054
710
5 064

1 076 748
4 380
574

Total assets per statement of financial position

1 227 501

1 137 828

1 081 702

Liabilities
Reportable segment liabilities
Corporate and other liabilities
Deferred taxation
Taxation payable

384 012
5 983
34 649
1 481

344 417
8 279
30 047
1 292

258 536
4 929
33 842
1 401

Total liabilities per statement of financial position

426 125

384 035

298 708

13. Director changes
As reported in the annual report, Messrs WP Li and CC Wu were appointed as alternate directors during February 2012. There were no other director
changes during the period under review.
14. Subsequent events
The directors are not aware of any significant events arising since the end of the financial period, which would materially affect the operations of the Group
or its operating segments, not dealt with in the financial results.
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South Ocean Holdings is an investment holding company, comprising four operating subsidiaries namely: South Ocean Electric Wire
Company Proprietary Limited (“SOEW”), a manufacturer of low voltage electrical cables, Radiant Group, an importer and distributor of
light fittings, lamps and electrical accessories, a property holding company, Anchor Park Investments 48 Proprietary Limited (“Anchor Park”),
and SOH Calibre International Limited (“SOH Calibre”), a procurement agency on behalf of the Group, based in Hong Kong.
Notwithstanding the global financial market volatility affecting the local market, the Group’s operating margin was in line with the prior
period’s margin at 4,9% (2011: 4,9%).
Market uncertainty which resulted in the fluctuation of the currency and volatility of commodity prices during the period contributed to the
subdued results.
Financial overview
Earnings
Group revenue for the six-month period to 30 June 2012 increased by 5,5% (2011: 12,5%) to R652,8 million (2011: R618,6 million).
The Group’s gross profit increased by 4,4% to R110,9 million (2011: R106,3 million) and operating profit also increased by 6,4% to
R32,2 million (2011: R30,2 million) compared to the prior period.
Group profit before tax improved by 5,1% to R26,0 million (2011: R24,8 million) compared to the prior period. Earnings and headline
earnings per share have, as a result, improved compared to the prior period. The basic earnings per share increased by 8,3% to 11,7 cents
(2011: 10,8 cents) with the headline earnings per share increasing by 8,3% to 11,7 cents (2011: 10,8 cents) compared to the prior period.
Headline earnings increased by 8,3% to R18,3 million (2011: R16,9 million).
Cash flow and working capital management
Investment in working capital contributed to cash utilised in operations of R71,8 million (2011: R117,0 million) during the period.
Working capital increased primarily due to an increase in accounts receivable, as a result of an increase in revenue. Certain significant
customers paid late and this contributed to the negative cash flow for the Group. Inventory levels increased due to higher copper prices, an
increase in cable stock levels compared to year-end, which is traditionally lower, as well as an increase in light fittings, lamps and electrical
accessories inventory to improve stock availability.
The Group invested R14,0 million (2011: R40,0 million) in capital expenditure which was mainly financed by long-term borrowings during
this period and utilised R23,2 million (2011: R30,6 million) to repay its long-term interest-bearing borrowings.
The Group’s net cash utilised during the period of R99,3 million (2011: R147,6 million) resulted in the net overdraft improving from
R112,9 million reported at 30 June 2011 to R85,4 million at the end of the current period.
Segment results
Electrical cables – SOEW
SOEW’s revenue increased by 10,4% to R494,4 million (2011: R447,9 million). This was mainly attributable to the diversification of product
range.
Current economic conditions necessitate that the focus at SOEW remains on streamlining production processes and improving operational
efficiencies in order to contain costs. Progress is being made by increasing the product range and expanding sales to include the tender
market.
The new plant is now operational, resulting in additional working capital requirements for inventory and an increase in the debtors’ book,
which is financed by utilising normal credit facilities.
Lighting and electrical accessories – Radiant Group
Radiant Group reported revenue of R158,4 million (2011: R170,7 million), 7,2% lower compared to the same period in the prior year. The
margins have continued to be under pressure, due to the depressed market conditions and changes in customer spending patterns.
Costs containment was successful, resulting in cost increases well below inflation. This was achieved through a number of management
interventions resulting in a minimal increase of 1,7% compared to the same period last year.
Property investments – Anchor Park
Anchor Park’s revenue is derived from Group companies, as it leases its properties to fellow subsidiaries. The reduction in interest expense
is due to the decrease in loan balances. During this period capital investment was made at Radiant Group to relocate the factory assembly
facility closer to the bulk warehouse to improve control and save future transport costs.
Seasonality
The Group’s earnings are affected by seasonality as earnings for the second half of the year are historically higher than the first half.
Management expects the historic seasonality trend to continue.
Prospects
The market for the next six months is likely to be even more challenging and it is anticipated that the results will be dependent on taking
advantage of Government’s infrastructure spending programmes to increase revenue.
The Group has increased the manufacturing capacity of its electrical cable plant, enabling it to grow the business organically. Growth in the
lighting segment is expected to be driven by focusing on more economical, energy-saving lighting solutions for corporate and industrial
clients looking to reduce their electricity consumption as well as more economical light fittings and LED lamps, in line with current consumer
spending trends. Radiant Group has also added a new corporate gifts division to increase its product range and expand into new markets.
The Group will continue focusing on diversifying its product range and expanding its client base, including Government tenders.
The above information, including any projections, included in this announcement has not been reviewed or reported on by South Ocean
Holdings’ independent external auditors.
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