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Simon has been a private equity transactor at RMB Ventures for 7 years. During this time he has been involved in private equity 
transactions across a wide range of industries and represents RMB Ventures interests on a number of boards. Prior to this he was 
a transactor at Horizon Equity Partners a small 3rd party private equity fund manager. He holds a BComm from Wits and a CFA.

Simon Murray (38)
Non-executive Director

Currently the CEO of Grandbridge Trading publishers of TRIBUTE, a magazine for black professionals. He is a principal at Aozora. 
Tlhopheho also serves on the credit committee at the IDC and also served on the board of Global Forest Products companies until 
July 2007. Tlhopheho spent eight years at PG Bison and held the position of Operations Manager. Tlhopheho was also an Executive 
Director at The Fedics Group and head of the Industrial catering division, Fedics Food Services (FFS). He has also lectured on 
Operations Management, Strategy and Human Resources for the following institutions, Henley Management College, Graduate 
institute of Management and Technology (GIMT) and the International Centre for Management Development. Tlhopheho was also 
the Plant Director at Tiger Wheels Manufacturing. A graduate of Henley Management College and holds the following qualifications; 
certificates in Strategic Management and Marketing, Diploma in Management and an MBA, and Wits Graduate School MAP 
(Managerial Advancement Programme). Appointed to the York board in 2007.

Tlhopheho Modise (51) 
Non-executive Director

Andrew has extensive experience in the financial services industry. Andrew led the formation of Blackstar Investors Plc, a GBP80 
million private equity fund focussed on private equity investment in South Africa, which is listed on AIM, operated by the London 
Stock Exchange. Andrew heads up Blackstar Managers which advises the funds on behalf of Blackstar Investors Plc. Andrew 
previously worked at Brait S.A Limited where he held positions in Investment banking, principal investment divisions and Corporate 
Finance. At Brait Andrew originated and played a leading role in a variety of transactions ranging from leveraged buyouts, mergers 
and acquisitions, capital replacements and restructurings. Andrew has an in depth knowledge of and experience in corporate 
finance, private equity and investment banking. Andrew holds a Bachelor of Commerce degree. Appointed Non-executive Director 
of York in 2007.

Andrew Bonamour (38)
Non-executive Director

Grathel is a qualified Chartered Accountant with immense business and financial experience accumulated at various entities over 
time. These include Blue IQ, where she was responsible for overall financial management and reporting, Amabubesi Investments, 
where she headed the Investment Fund. She also worked for the Asset and Liability Management Division of the National Treasury, 
where she was involved in State Owned Companies within Energy and Communication, the IDC’s Technology Industries Business 
Unit, performing due diligences, deal origination and structuring of equity and loan transactions within the Electrical, Electronics, 
Information Technology and Telecommunication sectors. Directorships: Non-Executive Director and Audit Committee member of 
Pinnacle Technologies Limited; Chairperson of the Road Accident Fund Audit Committee and Non-Executive Board member; Non-
Executive Director and Audit Committee member of various Blue IQ subsidiaries. Grathel’s qualifications include BCompt (Hons) 
and CA(SA).

Grathel MOTAU (35)
Non-executive Director

Pieter holds a MSc in Forestry from the University of Stellenbosch. He started his career with the Indigenous Forest Research 
Station in the Southern Cape and became involved with forest and mountain catchment planning and management. Pieter served 
as Director of Forestry in KwaZulu and Regional Director of state forestry in Zululand and Mpumulanga/Limpopo. Became Divisional 
Director of Forestry in Safcol Ltd and later Chief Executive of MTO Forestry (Pty) Ltd and Amathola Forestry (Pty) Ltd. Currently 
involved with Forest Stewardship Council certification of forests and plantations internationally. Appointed Non-executive Director 
of York in 2008.

Pieter Odendaal (62)
Non-executive Director

Richard Claunch graduated from the University of Montana, in the USA in 1969 with a BSc Forest Management (Magna Cum 
Laude). He was subsequently employed by the Weyerhaeuser Company in the USA where, from 1969 to 2001, he held various 
positions in its Timberlands Division. His experience ranges from being an entry level logging engineer to an executive manager 
and primarily being respectively its International Log Marketing Manager and the company’s International Marketing Manager in 
which positions he was responsible for new market development for the company’s export log business and later managing log 
exports on behalf of other international companies. Richard is a US citizen with permanent residence in South Africa. Appointed 
to the York Board in 2007.

Dick Claunch (65) (American)
Non-executive Director
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It is with a mix of pride and disappointment that I present York’s 
latest set of financial results for the twelve month period to June 
2009. 

The year under review was without doubt one of the most 
challenging the forest products industry has seen in recent 
memory. The demand for new housing fell at an alarming rate 
as available financing was restricted with the further introduction 
of the National Credit Act. Credit markets in general tightened 
both globally and in South Africa. The Group and industry were 
already stressed by the effects of the terrible damage of the 2007 
and 2008 fires. I am proud of York’s efforts to firmly manage and 
address these crises, but regret the hardship it has necessarily 
brought to the stakeholders and the communities to which we 
are integral.

After several years of robust economic growth, South Africa 
officially entered its first recession in 17 years in the first quarter 
of 2009. According to Statistics SA, approval of building plans for 
new residential units fell by 45.3% to R8.69 billion in the first 
six months of 2009, compared with the same period in 2008. 
The real value of residential buildings reported as completed in 
the first six months of 2009 was 20.8% lower at R9 billion, as 
compared with the same period in 2008.
 
Data released by the South African Reserve Bank indicates that 
the year-on-year growth in the value of mortgage advances by 
monetary institutions slowed to 6.4% in July 2009 from 8.2% 
in June 2008. This was the lowest year-on-year growth in 
outstanding mortgage balances since May 2000. 
 
According to ABSA Bank, mortgage advances growth is projected 
to slow further towards the end of 2009, based on weakening 
economic conditions and declining employment, which in turn 
impacts household income and the demand for housing and 

Jim Myers 
Independent non-executive chairman

CHAIRMAN’S REPORT
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mortgage finance. A slow recovery in mortgage advances growth 
is only expected to occur in the first quarter of 2010. 
 
The ascent back to more normalised economic activity will in all 
probability be slow and cautious. Inventory levels are starting to 
rebuild. Consumers have developed an aversion to the excessive 
credit exposures that so beset them in the last two years. The 
prime borrowing rate has fallen to 10.5% from the peak of 15.5% 
in 2008, and consumer inflation is within sight of the Reserve 
Bank’s 3-6% target range. While this is encouraging news, the 
long-awaited economic recovery looks set to occur only in 2010.

Results
York’s results for the twelve months under review reflects trying 
trading conditions. These results are not directly comparable to 
those of the previous financial period as it was an eighteen month 
period due to the change in the financial year-end in 2008.

Turnover for the year was down 8.5% on an annualised basis, 
while gross profit and operating profit dropped by close to 30% 
due to margin pressure caused by rising input, raw material 
costs and lower selling prices. The Group also made a fair value 
reduction of R244.6 million to its biological assets affected by 
lower log prices, a direct result from the slowing in demand for 
timber related products.
 
Inventory values remained high, due to the salvage operations 
necessitated by the 2007 and 2008 forest fires. 

Net financing costs for the year totalled R185 million on total debt 
of about R1.1 billion, much of it incurred to fund the acquisition 
of Global Forest Products (“GFP”) during the previous trading 
period. A key component of the Group’s financial strategy for the 
coming financial period is to reduce this debt and the associated 
finance charges by raising R500 million by way of a rights issue.
 
Substantial progress has been made in reducing operating costs 
to ensure sustainability. Regrettably, some of this had to come 
by way of retrenchments. Salaried staff agreed to accept a 10% 
reduction in remuneration in order to prevent further widespread 
job losses. 
 
Changes to the board
Grathal Motau was appointed to the Board on 25 February 2009 
and served as the independent chairperson of the Audit and Risk 
Committee. She added great value and perspective from her 
experienced background. Grathal Motau has accepted a position 
with KPMG who are the Company’s auditors. Accordingly, she 
resigned in October 2009 to ensure the required independence 
of York’s external auditors.
 
Lance Cooper, the former CEO, resigned from the Board during 
the year, making way for Pieter (Piet) van Zyl, who has a wealth of 
forestry industry management experience. In the relatively short 

time he has been with York, Piet van Zyl has brought to the Group 
clarity of vision and a deep understanding of the issues facing the 
forestry products industry, with a sound and dynamic approach to 
managing the operations and financial structure into balance with 
the new market reality.
 
John Lehman resigned as Chief Financial Officer, and was replaced 
by Duncan Erskine, who brings a fine technical background in the 
industry to bear on the financial management of the Group. 
 
The appointment of these two senior executives has already 
yielded material benefits for the Group in the form of a 
comprehensive understanding of the issues facing the forestry 
products industry, and a clear strategy for building sustainable 
growth into the future. I am delighted to welcome these two 
executives to the Board and I have no doubt they will continue 
to inject the enthusiasm and energy that York requires at this 
stage in its history. They have already stabilised a critical situation 
and have active plans to restore the Group to profitable growth. 
The Group’s executive management is experienced and has 
demonstrated its ability to run the operations of York Timbers in 
an effective and efficient manner.

The directors on York’s Board have this year proven resilient in 
adapting to a difficult environment and have provided clear 
direction to the management of York. There is a collaborative, 
supportive relationship between directors and management that 
has been tested during these times and emerged stronger still. 

Andrew Bonamour and Simon Murray stepped down from the 
Board after year-end and I thank them for their contributions 
throughout this momentous chapter for the Group. 
 
I want to thank all the directors for their tireless efforts during the 
past year in steering the Group through difficult waters and I look 
forward to the recovery to profitability of York.
 
Appreciation
I want to thank our employees and management for performing 
valiantly in a very difficult year in which they had to contend with 
market and operational turmoil and the uncertainty this attracts. 
Together we have rededicated ourselves to focus on operational 
efficiencies and cost competitiveness for the sustainability of 
York’s value chain and market proposition. I would also like to 
thank our customers and suppliers for their continuing support. 
We look forward to building on these relationships in the years 
to come.

Jim Myers
Independent non-executive Chairman
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Pieter van Zyl 
Chief Executive Officer 

CHIEF EXECUTIVE OFFICER’S 
REPORT

Overview
Joining York in April 2009 and two months before year-end, I felt like 
a fire fighter who arrived at the peak of the blaze and was asked to 
put out the fire. It was a fiery introduction but the high temperatures 
have forged an excellent and motivated management team. This 
team has managed to tame the uncontrollable conditions in order 
to position York well into a sustainable future.

The slowdown in economic activity in the timber and construction 
sectors, which was already evident in the latter part of the 2008 
financial year, became more pronounced during the period 
under review. The rate of decline in the number of new houses 
constructed, mortgage advances and demand for timber products 
are a reflection of the level of distress prevailing in the economy in 
general. The Institute of Timber Construction’s statistics showed 
a 17% decline in plated timber roof trusses (one of York’s primary 
products) in 2008, which is mainly attributable to the drop in 
residential construction.
 
All this translated into a significantly weaker financial performance 
throughout the Group. Compared to the annualised figures for 
the 2008 financial year, turnover for the year ended June 2009 
was R1.1 billion, which translates into a decline of 8.5%; gross 
profit of R333.1 million decreased by 29%; and operating profit 
of R135.8 million reduced by a similar margin. The results were 
further negatively impacted by the fair value adjustment of  
R244.6 million as a result of a decrease in the price of logs.

The deterioration in market demand and the resulting weaker 
financial performance necessitated a painful cost reduction 
programme which included the regrettable retrenchment of 
approximately 717 employees subsequent to year-end. The 
remaining salaried staff accepted a 10% reduction in salaries 
to limit further job losses while York’s wage earners were 
nonetheless awarded an increase of 8% to assist them during 
this trying period. These cost savings were desperately needed to 
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ensure that York is better placed to create a sustainable platform 
to build a business with attractive growth prospects.
 
Net financing costs totalled R185 million for the year under review 
with total debt of R1.1 billion at the financial year-end. The Group 
raised this burdensome debt during the 2008 financial period to 
finance the acquisition of Global Forestry Products and related 
businesses (“GFP”). 

As York’s profitability declined during the 2009 financial year, it 
was at risk of breaching certain debt covenants it has with its 
financiers. Management, with support from the Board, initiated 
a process of renegotiating the existing debt package with its 
financiers and simultaneously embarked on a process of raising 
further equity capital to address the high gearing the Group was 
faced with. This resulted in the decision, announced after year-
end, to raise R500 million by way of a fully underwritten rights 
offer. On the successful conclusion of the rights offer, R450 million 
will be used to reduce the Group’s total debt to approximately 
R650 million, which will decrease the annual financing cost to 
acceptable levels. The balance of the amount raised through the 
rights offer will be used for strategic capital expenditure.
 
Market conditions
York’s share of the Southern African lumber market remains 
steady at 22%. York remains the largest plywood producer with a 
market share of approximately 50%. The slowdown in residential 
construction resulted in a sharp decline in demand for timber 
products across the industry, which is only expected to recover 
in early 2010. The plantation fires in 2007 and 2008 resulted in 
a temporary increase in stock levels throughout the industry as 
a result of the substantial number of salvaged logs which had 
to be processed. Prices started to decline as a result of this 
oversupply and this was exacerbated by the general slowdown 
in the economy. This has negatively impacted York’s results 
for 2009. The rightsizing of operations and the realignment to 
market conditions are critical for its future success. York has the 
operational flexibility and dedicated employees to be successful 
in spite of these challenging conditions.

Corporate strategy
Given the deteriorating trading conditions experienced by the 
Group since the end of 2008, management acted firmly to take 
remedial action and to develop a corporate strategy that would 
ensure the long-term sustainability of the Group. After a detailed 
assessment, a decision was made to rationalise the Group’s 
processing operations with the closure of two sawmills and the 
mothballing of another. 
 
Further actions taken in order to fully address the current market 
conditions included the curtailment of costs, optimising the 
utilisation of the Group’s own products from its 61 000 planted 
hectares and aligning York’s overhead cost structures with the 
reduced number of processing operations. The appointment of 

the new Chief Financial Officer further strengthens York’s ability 
to react timeously in the current economic environment. 

A comprehensive assessment of the Group’s strategic direction 
resulted in the formulation of five key strategic objectives, which 
can be summarised as follows:
 
Cost competitiveness: Annual cost savings will be realised 
through the rationalisation of processing plants, retrenchments 
and salary reductions which has already been implemented. In 
addition, management has instituted a rigorous plan to achieve 
enhanced operational efficiencies across the Group. This will 
be further bolstered by the rights offer, which will substantially 
reduce debt and annual financing costs. Management will 
continue to focus on cost curtailment and savings.
 
Efficient processes: The decision to close two of the Group’s 
eight processing plants and the mothballing of a third was 
motivated on the grounds that these plants are burdened with 
older and less efficient technology. In contrast, the rebuilt Driekop 
sawmill is a model of industrial and technological efficiency and 
the plywood facility stands among the best in the world in terms 
of its product quality and operational efficiency. The ongoing 
focus will be on improving efficiency levels across the Group to 
match world-class standards. 
 
Optimal supply chain: The Group’s distribution chain has been 
optimised to deliver a faster, cheaper service to its customers. 
York operates a distribution network through warehouses 
located in Pietermaritzburg, Cape Town and Gauteng, with 
contract transporters assisting in the delivery of product to the 
warehouses and customers. Improved supply chain management 
systems have been introduced across the Group in order to 
enhance service levels. 
 
Cash flow optimisation: Procedures and policies have been 
enhanced to ensure improved turnaround of stock and better 
management of working capital. Management realises that 
the economic downturn requires more creative and efficient 
responses to market conditions, new products and opportunities 
should be explored as possible avenues to enhance profitability. 
York intends to maintain its market share and has adopted a 
structured approach to marketing which will offer its customers 
ongoing value. 
 
Improving the quality of the Group’s biological asset: The 
plantation fires of 2007 and 2008 highlighted the urgent need 
for addressing fire prevention and safety measures. Industry 
players have since adopted an integrated approach to fire fighting 
and the “Mlilo” fire prevention and education programme has 
been implemented in those communities living in proximity 
to forests. Accordingly, there has been a vast improvement in 
fire containment and plantation losses. York’s plantations were, 
however, affected by the fires in 2007 and 2008, which resulted in 
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Fire prevention measures were a major focus and fire fighting 
capacity was improved with the addition of two aerial fire fighting 
units and five fire trucks. Fire awareness increased in general, 
partly due to the successful prosecution of farmers not compliant 
with the provisions of the National Veld and Forest Fire Act.

The 2007 and 2008 fires damaged approximately 13 886 hectares 
of York plantations. The salvage operation was concluded during 
the period under review. To date approximately 10 900 hectares 
of these areas have been re-established. The total unplanted 
area at the end of the period under review is approximately  
6 800 hectares and York envisages normalising the ratio of 
planting to clear felling over the next two planting seasons. 

In line with the strategic objective to continually improve its 
biological asset, York maintained its FSC certification for 2009. 
During the restructuring of the Group, a new General Manager for 
the Forestry division was appointed to implement this strategic 
objective.
 
Broad Based Black Economic Empowerment 
York’s total BEE shareholding is currently at 29.5%. Management 
is pleased that the planned rights offer will result in minimal 
dilution thanks to the support of the Industrial Development 
Corporation who has enabled the structures representing BEE 
to follow their rights in terms of the Rights Offer and retain York’s 
solid empowerment credentials.

Included in the aforementioned, 12.8% is earmarked for 
communities who have been successful in their claims over land 
currently owned by York and for the participation of employees 
through a staff trust. 

Land claims
A number of land claims in terms of the Restitution of Land Rights 
Act 22 of 1994 were instituted on land currently operated and 
owned by York. York’s proposed methodology for the settlement 
of these claims has always been to introduce the claimants as 
shareholders in York. This will enable the widespread distribution 
of wealth and the accumulation of capital throughout the area. 
Approximately 29% of York’s total land area has been gazetted 
as having claims against it and these claims are currently being 
researched for verification purposes.
 
Outlook
While we remain confident of a slowly improving economy as 
we enter 2010, management’s financial and strategic planning 
does not assume or rely on short-term real recovery in trading 
conditions. The focus for the new financial year is on containing 
costs and improving efficiencies across the Group. York will 
continue to strengthen relationships with its customers and will 
improve service delivery to its clients by optimising the supply 
chain. Cost savings and the drive towards efficiency will translate 
directly into stronger bottom line performance. 

CHIEF EXECUTIVE OFFICER’S REPORT continued

the early harvesting of the burnt trees. York has made significant 
progress with its replanting programme. While this has obvious 
immediate cash flow implications, the opportunity cost of delaying 
replanting becomes more significant with the passage of time. 
York has the advantage of its forests being highly concentrated in 
the Escarpment and Highveld areas, which reduces the logistical 
costs of planting, maintenance, harvesting and transport. Based 
on the current average age of the Group’s biological assets, York 
is able to project a substantial increase in log volumes ready for 
sustainable harvesting within five years, with a further volume 
increase five years thereafter.

Operational review
The Sabie sawmill was upgraded at a cost of R9 million during 
the year under review, resulting in labour savings, improved 
product mix and higher recovery rates. Production at the sawmill 
was disrupted during the upgrade, but normal operations were 
resumed in January 2009. 
 
The Driekop sawmill, (which was fully insured), was severely 
damaged during the 2007 fires and was rebuilt at a cost of 
R120 million. The rebuilt mill resumed operations in May 2009 
and its performance matches international quality and efficiency 
standards, which resulted in improved margins and recovery 
rates.
 
The Driekop insurance claim arising from the 2007 fire was settled 
by the payment of the final outstanding amount of R64 million in 
March 2009. The total insurance claim amounted to R152 million 
and was used to rebuild the sawmill and to compensate for 
business interruption over a 19-month period. 
 
During the period under review lumber prices declined by 7.3% 
while log prices in the Mpumalanga region remained effectively 
unchanged. Therefore, the timber industry as a whole was subject 
to a severe margin squeeze during this period under review as 
sawmills were unable to mitigate the lower selling prices through 
reduced raw material costs. It was only in April 2009 that log 
prices were adjusted downwards by approximately 20% after 
arbitration against contract holders. 
 
The decision to close two of the older, less efficient sawmills 
and mothball a third means York’s self-sufficiency in terms of 
own timber processed will substantially improve. This will have 
a positive effect on both cash flow and margins. The Group’s 
remaining sawmills are able to process the full range of logs 
produced in York’s operations.

Forest operations have concentrated on harvesting burnt timber 
and the re-establishment of those areas harvested. Associated 
with this was the logistical challenge of storing significant log 
volumes under permanent irrigation. Through this period York 
experienced some stock losses and has since improved its stock 
management systems and procedures.
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York anticipates a stable and sustainable period through realising 
the benefits of restructuring, underpinned by strong shareholder 
support.

Appreciation
My thanks go to the management team for their dedication and 
to all those employees that accepted a salary reduction. Thanks 
are also made on behalf of all those nameless employees who 
retained their jobs due to your sacrifice. I am deeply saddened 
by the retrenchments and hope that the assistance the company 
provided has allowed those affected to prepare for new 
opportunities in their lives. 
 
My gratitude goes to the Board of Directors for their support 
throughout the year. York is fortunate to have a particularly 
dedicated Board, benefiting from the leadership and insight of 
our Chairman, Mr Jim Myers. He has guided this organisation and 
its stakeholders in an exemplary manner during this past year.

Pieter van Zyl
Chief Executive Officer 


