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EVENTS 
13 MARCH  
Annual General Meeting 
Italian Club Bedfordview @ 
16h00 
INFO enquiries@italcham.co.za 
 
 

19-20 MARCH 
Aerospace Conference 
Turin, Italy 
INFO monika@italcham.co.za 

 

8 APRIL 
Business Breakfast with Dr Van 
Zyl Slabbert  
INFO monika@italcham.co.za 

 
New Services  
 

Videoconference 
INFO & BOOKINGS 
enquiries@italcham.co.za 
 

Advertising / Job 
Postings on our 
website 
INFO & BOOKINGS 
enquiries@italcham.co.za 
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Annual General Meeting 
 
Dear Members, you are invited to attend the Annual General Meeting to be held at the Italian 
Club in Bedfordview, on Thursday, 13th March at 16h00. In this occasion the new Board will be 
elected. Please be informed that only the paid-up members will be allowed to vote for the 
election of the new Executive Committee Board. Should you require any further information, 
please do not hesitate to contact our offices at 011 726 5932 or enquiries@italcham.co.za.  
 
Labour Notes  
Blackouts – Need to Downsize? Make Sure You Follow the Law. 
by Byron Xypteras, Senior Associate Paradigm Leap L abour and HR Consultants  
 
Has the recent spate of blackouts had such a detrimental effect on your business that you now 
need to re-consider your staffing requirements?  What does the legislation allow you to do, or 
not do and what are the options open to you as an employer, whether large or small? 
The Labour Relations Act, 1995 (LRA) is the principal piece of legislation that sets out the rights 
and duties of employers and employees in this regard.  In essence, sections 189 and 189A of 
the LRA are the key provisions in the legislation that must be followed, in the event that an 
employer contemplates the possibility of dismissals based on operational requirements, 
otherwise known as retrenchments. 
The underlying premise of the LRA is that no employer can confront an employee with the fait 
accompli that he/she is to be retrenched, without prior consultation in a “meaningful joint 
consensus-seeking process” in an effort, amongst other things, to either avoid or minimise the 
possibility of retrenchment. Failure by an employer to comply with the legislative requirements 
of the LRA, both in word and deed, could result in the Labour Court, or the CCMA, declaring 
the retrenchment/s to be unfair and to award either compensation, or re-instatement with back 
pay in favour of the retrenched employee/s. The key to ensuring a smooth (as smooth as such 
difficult matters can be) process, is for employers to have a sound business rationale for the 
need to reduce staff as a means of addressing the operational needs of the business. 
Secondly, there must be a clear commitment by the employer to placing the proposed solutions 
to such operational needs before the potentially affected parties and their representatives, such 
as trade unions, if they exist in the workplace, with a view to consulting with them to seek their 
submissions and proposals, before making a final decision on what route to go. Section 189(3) 
of the LRA provides that the entire consultation process must be commenced with a written 
notice from the employer to the affected parties, inviting them to consult with it and disclose in 
writing, all relevant information, such as, amongst other things, the following: 

·  The reasons for the proposed retrenchments; 
·  The alternatives contemplated by the employer before proposing retrenchment and the 

reasons for rejecting each of the proposals; 
·  The proposed method of selecting those to be retrenched and the timing thereof; 
·  The proposed severance pay. 

The length and timing of the consultation process and the number of employees employed by 
the employer, could also be affected by section 189A of the LRA, which applies to employers 
with more than 50 employees. In a nutshell, in spite of the financial or operational difficulties an 
employer might be facing due to the current power crisis, or for any other reason, it must be 
seen to have acted in a manner that is consistent with the requirements of the LRA, before 
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making the final decision to retrench. The process of consultation may give rise to other 
solutions, such as, for example, short time, which could assist all parties concerned to avoid the 
cost and anxiety of retrenchment. Good Luck! 
For further information on the above, or any other labour matters that concern you, contact 
Byron Xypteras on (011) 640-3347, or on (082) 807-7882, or on byronx@acenet.co.za.  
�

The 2008/2009 Budget Highlights by Johannes Guigard  
 
Amongst the 2008/09 budget main issues we would like to highlight the topics listed below. 
1. Social expenditure. There are significant real increases in social expenditure, especially for 

health and education. It is worth noting the additional allocations to early childhood 
development, higher education (including the National Student Financial Aid Scheme), the 
school Nutrition Program, the hospital revitalization program and in support of the fight 
against TB and HIV and AIDS. The allocation to social security has increased by R12 
billion, which follows on from the significant increases over the last five years. The Child 
Support Grant is extended from 14 up to 15 years and a program to equalize the 
pensionable age for men and women has been outlined. 

2. Tax issues.  
2.1. Exemption from taxes: annual increase of no tax zone. Individuals shall only pay 

income taxes from R46 000, which means that anyone earning less than R3,800 a 
month is exempt from paying income tax. Further allocations are made to support 
public works programs, including those that contribute to infrastructure development 
and social development.  

2.2. Small businesses. The tax and administrative burden on small business is reduced by 
raising the threshold below which they must register for VAT from R300 000 to R1 
million. In other words, companies that have an annual turnover of less than R1 million 
no longer have to register for VAT. 

3. Public infrastructure investment program. The program will transform the nature of the 
South African economy, particularly in the public transport infrastructure, in building and 
much increasing the electricity generation capacity, and improving municipal infrastructure. 
Tax incentives amounting to R5 billion are given in support of industrial incentives and 
employment creation 

4. The fiscal surplus. A fiscal surplus means that the government is saving money. It may 
seem wrong to save money when there is still a number of unemployed and poor people. 
Over the last few years public spending has grown by 9% in real terms, whilst the economy 
has grown at about 5%. This means that, even though there is a fiscal surplus, government 
has been spending more and more each year. The economy is now expected to slow down; 
nevertheless, the budget continues to see real increases in public spending faster than 
economic growth over the next few years. The main reason for this is that the country is 
receiving more income. This is partly because SARS has performed well and brought more 
tax-payers on board, and partly because of the high price of gold, platinum and other 
commodities that South Africa produces, which hopefully will stay high for the whole 2008. 
Revised Economic Figures 
·  GDP growth: 5% in 2007; 4% in 2008; 4.2% in 2009 and 4.6% in 2010.  
·  Average CPIX inflation will rise to 7.1% in 2008, fall to 4.9% in 2009 and 4.7% in 2010.  
·  Consolidated budget surpluses of 0.8% of GDP in 2008/09; 0.6% in 2009/10 and 0.7% 

in 2010/11 forecast. 
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·  Gross fixed capital formation expected to rise from 21% of GDP in 2007 to 24% by 
2010. 

Tax Proposal 
·  Total tax relief of R10,5bn. 
·  Reduction in corporate income tax rate from 29% to 28%; individual income tax relief of 

R7.7bn. 
·  A second phase reforms to the Secondary Tax on Companies (STC), culminating in the 

introduction of a final withholding dividend tax at shareholder level in 2009 at 10%. 
·  R5bn in tax subsidies over the next three years to support an emerging industrial policy.  
·  An electricity levy of 2c per kilowatt hour, mainly to support demand-management 

initiatives.  
Spending 
·  R60bn allocated to support Eskom's capital financing requirements over the next five 

years; R8,2bn more for public transport, roads and railway infrastructure; R2bn more for 
2010 Soccer World Cup stadiums and infrastructure; R2,5bn for industrial development 
and R2,6bn more for land reform and agriculture. 

 
The Investment Outlook for the South African Constr uction Industry 
Beyond 2008 by Leandro Gastaldi 
 
Significant underinvestment in infrastructure over two decades coupled with the improved 
financial position of both the corporate and public sector has led to marked rise in fixed 
investment spending in the South African economy since 2004. Significant capacity constraints 
(fuel, power) in several industries owing to the strong growth in the economy, have added 
further impetus to the overall investment backdrop. This powerful backdrop has seen the 
country’s domestic construction companies handsomely reward investors over the past five 
years. In this article we asses the prospects for fixed investment looking ahead to 2010 and 
whether investors can look forward to similar returns over the next three years.  
From both an historical and comparative (i.e. relative to other countries) perspective there 
remains significant scope for a further upward re-rating in the fixed investment ratio. In the late 
1970’s the fixed investment ratio reached nearly 30% of GDP. This would suggest that the 
outlook for fixed investment spending remains largely positive.  
Can the country boost its fixed investment spend to 29% of GDP by 2009? Given the current 
structural limitations in the economy, it appears unlikely. There are currently two key constraints 
that will make it difficult for the country to achieve these levels of fixed investment spending.  
Firstly, the current skills shortage and resultant capacity constraints within the industry will limit 
the ability of companies to aggressively expand revenue growth from current levels. This can 
be seen as a positive, as it would allow companies in the sector to increase their profitability 
(margins). However, above-average levels of profitability would attract new and potentially large 
foreign competitors into the market, with negative longer-term consequences 
Secondly, any rise in fixed investment would require additional financing or increase in the 
domestic savings rate. Given the low-level of domestic savings, the current fixed investment 
boom has been one factor that has led to the dramatic widening in the current account deficit in 
recent years. Thus, a large portion of the country’s current fixed investment spending has come 
to rely on foreign investment or inflows. These inflows have largely been of a temporary nature 
and largely directed at the country’s liquid bond and equity markets. A rise in fixed investment 
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spending from current levels (roughly 21%) to 29% would require, either a significant increase 
in domestic savings or a further increase in non-resident investment flows, equal to roughly 8% 
of GDP, both of these scenarios appear unlikely.  
The factors highlighted above suggest that fixed investment spending may not increase 
significantly further from current levels. Furthermore, the recent rise in domestic interest rates 
and likely easing in economic growth during 2008 suggest that construction activity in the 
residential and commercial construction sectors are also likely to ease from the levels seen in 
2006 and 2007. However, it should be noted that within the sector itself a significant structural 
change will take place. Civil construction spending, particularly related to the mining and energy 
(oil and electricity), is likely to remain buoyant relative to commercial and residential 
construction spending. In particular, given the country’s supply-side crisis, in sectors such as 
energy and civil infrastructure (roads, rails etc), spending in these areas are likely to receive 
priority. As a result, we believe construction companies placed to benefit from this shift will 
continue to enjoy signifcant growth in their order books beyond 2010. In this regard we briefly 
discuss recently listed construction company, Stefanutti and Bressan. 
 
Stefanutti and Bressan (SFB) 
A large part of this company’s business is derived from the civil construction sector, with the 
company specialising in concrete structures (40% of 2008 revenue) and roads and earthworks 
(14.5% of 2008 revenue). The other major source of revenue within the company is the 
buildings division (32.1% of 08 revenue), however, this division only contributed roughly 10% to 
operating profits. This suggests that the company should not be overly exposed to an expected 
downturn in the residential and commercial construction sectors. In particular, the company’s 
expertise in terms of earthworks and concrete structures (bridges, cooling towers etc) places 
the company in a favourable position to benefit from the anticipated increase in infrastructural-
related spending directed at the energy and petroleum sectors. SFB recently acquired a 
company called Civil and Coastal, which specializes in marine civil engineering design and 
construction activities and has operations in the Western Cape and Angola. Although the 
company is small relative to the group’s other operating divisions, we believe it will offer SFB 
significant opportunity for growth going forward. More specifically, the acquisition places SFB in 
a position to tender for marina and port-related infrastructure (underwater concrete piling, 
mooring installations etc). Given the rapid expansion of the oil and gas industry in Angola and 
West Africa, this acquisition has the potential to become a fairly signifcant revenue stream for 
the group. SFB enjoys a positive liquidity position and an attractive price-to-order book metric of 
less then one and may offer investors some relative value in a sector, which remains expensive 
based on historical valuation measures.   
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TCM Partners with Habitat for Humanity by Ashley Turnbull 

 
Executive Mayor of Ekurhuleni, Councilor Duma Nkosi; TCM Team, Home Owner and children from the 
Katlehong area at the handover ceremony. 
 
Habitat for humanity facilitates the provision of quality housing for disadvantaged communities, 
bringing dignity back to the people. Those who receive houses have to complete a programme 
teaching them the values of home ownership, also becoming involved in building houses for 
other people in their community.  
Due to studies showing that communities who do not have adequate housing are vulnerable to 
disease, Habitat for Humanity’s initiative helps those who receive houses to live healthier lives.  
TCM, in conjunction with HP and ABSA (including Telkom, SAS Institute and Software AG) 
have built ten houses in Katlehong, Ekurhuleni.   The companies have financed the building 
material and supplied the labour with their own staff to build these houses at the end of 
November 2007, culminating in a handover ceremony that took place on the 30th of November. 
The above initiative demonstrates TCM’s, alongside ABSA, HP, SAS Institute, Telkom, TCM 
and Software AG’s commitment, to South Africa through their partnership with Habitat for 
Humanity. 

·  To create a sentiment that home-building projects such as this one contribute to nation 
building 

·  To create a sentiment that each South African can make a difference 
TCM is proud to partner with Habitat for Humanity South Africa in making housing a reality and 
is committed to continue with initiatives in providing a better life for all South Africans. For more 
information contact: Monique Harris, TCM Marketing Manager, 011 848 6000. 
 


