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“We are working closely with government to make 
sure we play our part, both in terms of delivering 
the greatly needed enhancements to our national 
infrastructure, as well as by supporting emerging 
contractors and ensuring that our industry is ever 
more inclusive and transformed.”

PERFORMANCE

CHARTING A CAREFUL COURSE DELIVERS SUCCESS
The prevailing conditions in the construction industry changed little during the year. Driven by the private sector, building 
markets continued to be buoyant, while the mining sector remained sluggish and the anticipated public sector infrastructure 
development in South Africa failed to gain any real impetus. Reflecting these mixed conditions, the building divisions of the 
group in Africa and Australia continued to perform well and moderated the impact of lower activity levels within the civil 
engineering sectors globally.

Against this backdrop, the overall performance of the group has been excellent. It is pleasing to be able to report that revenue 
from continuing operations increased by 6% to R30,7 billion, which is the highest yet for the group. Our year-on-year operating 
profit before non-trading items also increased by 30%, climbing to R1 billion from R768 million, and our order book is sitting at 
an extremely healthy R43 billion.

AUSTRALIA RECOVERS PROFITABILITY
The growth in the operating profit of the group reflects the healthy recovery in profitability in Australia, up from R11 million to 
R300 million, where in the previous year losses on four civil engineering projects were recognised. The downturn in the 
Australian economy — expected as a result of the drop in resource prices — did not materialise during the period under review, 
and the continued demand for our services in Melbourne, Perth, Sydney and Brisbane resulted in a sharp uptick in both 
turnover and profit instead. We are confident that our entrance into the Australian metropolitan civil infrastructure segment, 
which is gaining traction, will make a positive contribution in the near future.

THE VRP SETTLEMENT AGREEMENT
I am very pleased to inform you that the Settlement Agreement (known as the Voluntary Rebuilding Programme, “VRP”) was 
signed between the listed construction companies and Government represented, by the four Ministers of the Presidential 
Infrastructure Coordinating Committee (PICC), on the 11th October 2016. I believe this agreement will put an end to the 
negativity that has surrounded our industry for the past few years and unlock infrastructure projects, some of which we will build 
at a substantially lower cost than anywhere else in the world.

The VRP has essentially two elements. Firstly, a commitment that within seven years we will mentor three emerging black 
companies so that their combined turnover exceeds 25% of our South African turnover. In addition, we will make a contribution 
of R255 million to a development fund to expedite this.

It is important to understand that this contribution is not an additional competition fine, but a contribution to develop emerging 
black contractors, upskill the industry and fund specific infrastructure projects in rural areas. The target of 25% will ensure that 
these companies participate fully in Government’s infrastructure spend. All this is in addition to our commitment and obligations 
incorporated in the Construction Charter.

Therefore, in addition to paying over R1 billion in taxes each year and employing over 9 000 people, WBHO is making a 
substantial contribution to the construction industry of South Africa.

MIKE WYLIE

MESSAGE FROM THE CHAIRMAN
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Amid poor economic conditions, I am pleased to report that our revenue has grown to R29,5 billion and that all divisions,  
with one exception, have performed well. Overall, revenue increased by 15%, which was underpinned by growth of 23% from 
Australia and 21% from the rest of Africa and moderate growth of 3% achieved by our local South African businesses. This is a 
commendable performance in the current climate and reflects how adaptable and resilient we are as a group.

Economic conditions
The construction environment remains a tale of two stories: strong in building markets, while weak in civil and infrastructure, 
both in South Africa and Australia. The building markets, in South Africa and Australia, continued to offer good opportunities 
and we have capitalised on these in recent years, delivering a number of iconic buildings. The demand for accommodation in 
Melbourne and Sydney has translated into many high-rise towers, as well as shopping centres. We are completing over 2 000 
apartments each year in Melbourne alone, which is an impressive feat. Probuild has cemented its designation as a “Tier one” 
building contractor in Australia and its building divisions have seen a sharp growth of 42%.

The subdued resources sector has continued to have an impact on Civil engineering and mining-related infrastructure work in 

01 
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CONSTRUCTION SECTOR CODES BACK ON TRACK
On a personal note, I was delighted to be part of the mediation team that helped finalise the new Construction Sector 
Codes. It was satisfying to mediate with Chris Jiyane, an old colleague and friend, who represented the interests of the 
emerging side of the industry. The new Codes are an important next step in the ongoing transformation of the industry, 
but it is so disappointing that the Department of Trade and Industry has not reinstated the old Construction Industry 
Codes, which were repealed because the industry was late with the new codes.

VALUE FOR MONEY AND COMPETITION
In my 2015 report, I mentioned what a treasure to South Africa our industry is. Costs of projects to our clients are 
significantly cheaper than anywhere else in the world, except perhaps China. On a recent trip to Australia, I picked up a 
property magazine because the lead article read “Thirteen of the Best Brilliant Buildings”. Details and pictures of those 
thirteen buildings from all around the world were given and I could not resist undertaking a cost per metre squared 
comparison. South Africa featured once, for the Silo 1 building at the Victoria and Alfred Waterfront in Cape Town. 
This building was three times cheaper than the others, with the exception of one in China. South Africa is blessed with 
a great industry, which I am still not convinced many people appreciate.

We have noticed a disturbing trend in the awarding of some tenders when there has been flagrant disregard for 
procurement rules. This amounts to wasteful expenditure and undermines the credibility of our industry for delivering 
excellent value-for-money projects. I am confident that, with the VRP in place, we will now be able to bring these to the 
attention of the PICC ministers who will assist in putting a stop to this behaviour. 

Recent data from the Department of Statistics suggests that the large construction companies are completing 19% of the 
construction work in South Africa, at extremely low margins approximating 3%. This illustrates that the large construction 
companies remain committed to the correct procurement standards.

CHANGES TO THE BOARD
On a sad note, we say goodbye this year to independent non-executive director, Nonhlanhla Mjoli-Mncube, who is 
unavailable for re-election this year after 10 years of devoted service to the Board. We thank Nonhlanhla for her important 
contribution to the success of the company. We wish her well in all of her future endeavours and have asked her to retain 
her position as a trustee of the Akani Trust, which will ensure our relationship with her continues. To fill the vacancy, 
Nosipho Siwisa-Damasane has been appointed as an independent non-executive director. Nosipho brings with her a 
wealth of experience garnered from her time in various senior management and executive roles at Transnet and the 
Richards Bay Coal Terminal. I would like to take this opportunity to welcome her to the team and look forward to the value 
she will offer WBHO in the future.

OUTLOOK AND APPRECIATION
While it is usually prudent to avoid making predictions about this industry, the order book of R43 billion suggests that the 
year ahead should be another good one for the group. Looking further ahead, the current low growth environment suggests 
that the private sector cannot be expected to sustain the industry indefinitely, and meaningful infrastructural development 
appears to be the key to ensuring continued growth and employment.

In spite of the prevailing conditions, we find ourselves in a strong position and this should be credited to the expertise, 
experience and unwavering commitment of our executive directors, management and staff. I would also like to thank the 
members of the Board for their continued enthusiastic support and guidance, which has also helped us chart a successful 
course through these testing conditions.

Mike Wylie
Chairman
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A YEAR OF SOLID PERFORMANCE
The overall performance of the group has been solid this year, with most divisions meeting or exceeding our expectations. 
We are producing steady, organic growth in Australia where we have returned to profitability and, in spite of the current 
economic conditions, we have maintained overall activity levels within our African-based business. The performance of our 
building division in South Africa, in particular, was exceptional and I am delighted to report that every African country in which 
we operate was profitable, with our projects in Mozambique, Botswana and Ghana producing noteworthy performances. 

It is especially gratifying to note that we had no material under-performing contracts during the year, a reflection of the time and 
effort that goes into selecting and finalising bids in terms of our procurement strategy and the enormous effort and skill 
displayed by our operational teams.

The group has delivered a number of iconic projects around the country and in Australia. Our ability to negotiate work rather 
than win it on tender is strengthened because our clients recognise that we are dependable and consistent, and will deliver to 
the standards that they require. An interesting trend related to this is that many of our private clients are becoming more focused 
on timeous delivery rather than just obtaining the lowest price. 

A personal highlight for me was the successful completion of the single biggest retail centre in Africa. The opening of the Mall of 
Africa in Gauteng was an impressive achievement and the team involved is to be commended for its efforts.

Another accomplishment during the year was the fact that WBHO Infrastructure, our Australian civil engineering business, 
secured its first infrastructure projects in the eastern region. This achievement shows that the strategic decisions, efforts and 
investments we have made over the course of the last few years are starting to pay off.

We successfully sold some of our non-core businesses; completing the sale of Capital Star Steel and disposing of 3Q Mahuma 
Concrete.

CAPACITY AND TALENT MANAGEMENT
Managing the number, size and mix of our teams has been important this year, especially in an environment in which we have 
experienced growth in certain divisions, while others have contracted. In Australia, where we have increased our presence in 
certain states, we have had to build new teams to execute these projects and ensure that they contain the right balance of new 
employees with “old hands”. Locally, the building division has also required additional personnel, while, in contrast, both the Civil 
engineering and Roads and earthworks divisions needed to reduce capacity. Retaining key skills within the business is always a 
priority and, where possible, existing staff from these divisions have been accommodated within our Building division.

WBHO has, for many years, conducted an in-house engineering school aimed at providing training and support to our 
engineers and quantity surveyors in specific areas of the business appropriate to their progression within the company and, at 

“It is especially gratifying to note that we had no 
material under-performing contracts during the 
year, a reflection of the time and effort that goes 
into selecting and finalising bids in terms of our 
procurement strategy and the enormous effort 
and skill displayed by our operational teams.”

LOUWTJIE NEL

MESSAGE FROM THE CEO
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the same time, embeds our culture within these individuals. This year we formulated Level 3 of the programme, which 
targets upper middle management. I am extremely excited about the launch of this new programme, which will take place 
in early FY17.

SAFETY AND ENVIRONMENTAL MANAGEMENT
As always, safety remains a top consideration for us, and our focus is now on leading indicators, rather than lagging; 
for example, we are making increasing use of the on-site near-misses that we record, which enable us to identify areas of 
concern swiftly and to respond with targeted training and awareness campaigns where these are needed.

In terms of our safety performance, our LTIFR increased from 0,75 in FY15 to 0,94 this year, a result of a higher LTIFR in 
Australia, where some lost-time injuries occurred in the first half of the year. Sadly, one subcontractor work-related fatality 
was experienced during the year and I extend my personal condolences to the affected family, friends and colleagues. 

We are also aware of our moral and legal responsibility to safeguard the environment and are pleased to be able to report 
that there were no reportable incidents during the period under review. We are committed to making environmental 
management even more integrated into the strategic thinking of the business and our processes as well and we look 
forward to aligning ourselves with the new ISO 14001:2015 standard in the year ahead.

TRANSFORMATION AND EMPLOYMENT EQUITY
Transformation and employment equity are areas of ongoing concern for us, both as an industry and a company. While it 
remains a challenging environment due to the scarcity of skills available, we have made good progress in the last year in 
terms of employment equity, in particular. It has been immensely satisfying to see our people grow and advance, and our 
progress in this area bodes well for the future. Part of this positive evolution has been the transfer of accountability for 
transformation to each division. Our management teams have embraced this move enthusiastically and it is very encouraging 
to see this shift already translating itself into appointments. 

In February 2016, the Construction Sector Codes were repealed and the Revised Generic Codes of Good Practice became 
applicable. WBHO has, once again, played a pivotal role in aligning the new Construction Sector Codes with the Generic 
Codes and these were made available for public comment in July of this year, after which they will be submitted to the dti to 
be gazetted. I am proud of the constant role and contribution we make toward the transformation of our industry.

OUTLOOK AND PROSPECTS
Looking ahead, the short-term outlook remains reasonably positive. Our order book is healthy, although the heavier weighting 
toward building work, particularly in Australia, persists. Even in the civil engineering sector, where conditions are at the lowest 
they have been for years, positive signs are starting to emerge. We remain alert to opportunities in new geographies 
throughout Africa and our focus is on growing our market share across all of our divisions.

APPRECIATION
Once again, I thank our clients and other stakeholders for their ongoing support and loyalty and, in particular, I would like to 
thank our employees for their unwavering commitment, which has culminated in a strong set of results under challenging 
conditions.

Louwtjie Nel
Chief Executive Officer
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GROUP

2016
Rm

Restated 
2015

Rm

Revenue 30 650 28 823
Operating profit 1 005 768

  South Africa
 Rest of Africa
 Australia 

    

2015

Operational review – Group
Revenue 2016
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Operational review – Group
Revenue 2015

13

53

34

Operational review – Group
Operating profit 2016

36

30 34

Operational review – Group
Operating profit 2015
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43 562016 20162015 2015

Revenue (%) Operating profit (%)

OPERATIONAL PERFORMANCE
The group delivered a solid operational performance in FY16. Further growth was achieved in Australia on the back of healthy 
building markets and limited exposure to the resources sector, where low commodity prices have impacted activity levels in the 
mining sector globally. Similarly, in South Africa and the rest of Africa the high levels of building activity experienced in FY15 
were sustained through FY16; however, a higher exposure to weak civil engineering markets and limited construction-related 
public infrastructure spending, negated any growth in the local and African businesses. As a result, the Australian operations 
now comprise 59% of the total revenue of the group, compared to 53% in the prior year, with the South African operations 
decreasing from 34% to 32%, and the largest impact being on the operations from the rest of Africa, which decreased from 
13% to 9% of total revenue. In FY15, revenue from the rest of Africa spiked by 21% to the highest levels ever achieved, following 
growth in building activity in Ghana and reaching peak construction activity on the gas-fired power station in Mozambique, this, 
in turn, mitigated lower levels of mining activity in general across the region. In the current year, while building activity in Ghana 
was largely sustained, the completion of the power station in the first half of the year and protracted lower levels of mining 
activity resulted in activity returning to previous levels. 

The preceeding operating profit graphs above clearly demonstrate the impact of improved profitability from Australia on the 
overall performance of the group as the operating margin of 3,3% returned to within the target range. Profitability is evenly 
spread across all three geographies and highlights the low-margin environment characteristic of Australian building operations 
and strong profitability in the rest of Africa, following profit-taking on certain completed contracts and reasonable margins on 
what mining work is available. The operating margin in South Africa dropped from 4,4% to 3,6% due to fluctuations in the overall 
mix in work due to increased volumes of lower margin building and roadwork projects.

PROCUREMENT AND EXECUTION EXCELLENCE
In FY15 we reported on the rigorous strengthening of group-wide procurement controls and focused attention on adherence 
to our quality processes following an increase in under-performing projects, defined as those projects which do not achieve 
tendered margins. The outcome of these initiatives was evident in the current year as no material loss-making projects were 
experienced and the number of under-performing contracts reduced. 

On-time delivery is always a key concern of our clients, but has been more prevalent this year amid the current difficult 
conditions within the industry. Our proficiency in consistently achieving this underpins our reputation and enhances our ability 
to negotiate a substantial amount of work. With high volumes of building work on hand both locally and in Australia, together 
with highly competitive civil engineering markets, particular emphasis has been placed on delivery in FY16. The initiatives 
implemented to achieve this are further elaborated upon in each of the divisional reports that follow.

OPERATIONAL REVIEW
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As part of our commitment to delivering the highest-quality projects for our clients, the group implements an ISO9001-
accredited quality management system (QMS) across all of its operations. The following table illustrates the QMS coverage and 
related audit coverage.

2016 2015

Cost of 
re-work 

and waste
QMS 

coverage
Audit

 coverage

Cost of
 re-work 

and waste
QMS 

coverage
Audit 

coverage

South Africa and  
the rest of Africa 0,18% 100 46 0,14% 99 56
Australia 0,15% 100 98 0,02% 100 98

The decrease in the audit coverage in the African business arose from increased training and gap analysis interventions by 
quality personnel, which do not constitute formal audits, as well as audits, being focused on large-scale, higher-risk projects. 
Our rating from client perception surveys increased marginally from 87% to 88%, but still reflects a high level of satisfaction from 
our client base.

CAPACITY AND TALENT MANAGEMENT
Capacity management is a key element in realising efficient yet consistent delivery and has been a major priority this year as 
diverse market conditions have created contrasting capacity pressures within various divisions. Further rightsizing was 
performed within our Civil engineering division in the first half of the year and the Roads and earthworks division has reduced 
capacity this year. We believe we have now reached the end of this cycle, with our workforce in these divisions appropriately 
aligned with the volume of work on hand. Conversely, targeted recruitment to fill key positions has taken place within our 
Building divisions. 

2016 2015

Employees by region and gender Male Female Total Male Female Total

South Africa 6 032 887 6 919 5 778 724 6 502
Rest of Africa 1 508 77 1 585 3 562 158 3 720
Australia 914 153 1 067 1 089 155 1 244

Total 8 454 1 117 9 571 10 429 1 037 11 466

Avoidable employee turnover (% of 
permanent employees) 4,9% 3,5%

In aggregate, the workforce of the group decreased by 16,5% in FY16. The substantial reduction in employee numbers evident 
in the rest of Africa again reflects the lower activity levels experienced during the year, as well as alignment against anticipated 
activity levels for the year ahead. Pleasingly, the proportion of female employees has improved across all regions.

The group carefully monitors its avoidable employee turnover rate in order to detect concerning trends in reasons for employees 
seeking alternative employment. Where possible, exit interviews are conducted by independent members of management in 
order for leaving employees to freely voice any grievances or concerns. Avoidable employee turnover increased from 3,5% in 
FY15 to 4,9% in FY16, which remains well below our ceiling of 7% or less. Reasons for leaving range from work-life balance to 
better opportunities and personal circumstances. 

Our dedication to consistent on-time delivery places significant demands on our employees, often requiring long hours at 
crucial stages of a project. Work-life balance emerged as a growing concern among employees and active steps have been take 
to address this issue, which include a rotation system for overtime to limit the impact thereof on our staff and their families.

As an industry-leading contractor in both South Africa and Australia, WBHO is able to attract some of the top available talent. 
In order to retain this talent, we invest heavily in our employees’ development throughout their careers, from their time at 
university through to senior management. Ongoing training and development is critical not only in achieving the strategic 
objectives of the group, but also in earning the loyalty and commitment of our employees. Through a mix of in-house, on-site 
and external training initiatives, employees maintain a logbook of their career development, which allows management to quickly 
identify and facilitate the requisite training necessary to further their progress within the company.
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South Africa and the rest of Africa FY16 FY15

Total training and skills development spend (Rm) 42,3 30,7
Total employees trained 2 427 2 596
Bursary spend (Rm) 4 6
Number of bursaries awarded 97 107
Engineering school participants 95 53
Management development programme participants 4 15

While the number of employees trained within our African-based business decreased marginally by 7%, our overall investment 
in training increased by 38%. The number of bursaries also decreased and is aligned with the number of graduates that we 
believe can be absorbed into the business on completion of their studies. The WBHO engineering school consists of three 
levels, each aimed at providing employees with the necessary skills appropriate to their current role.

SAFETY AND ENVIRONMENTAL MANAGEMENT

Group lost-time injury frequency rate (LTIFR) Regional lost-time injury frequency rate (LTIFR)
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Regrettably, the safety performance of the group deteriorated this year. While the LTIFR for South Africa and the rest of Africa 
remained consistent with the prior year at 0,77, the overall LTIFR increased from 0,75 to 0,94 following a number of lost-time 
injuries in Australia. Despite this increase, the attitude and commitment toward safety on all our sites continues to improve. 
Our migration to the monitoring and tracking of leading indicators over lagging indicators in recent years has allowed us to 
identify concerning trends on our sites and to align our safety alerts to raise awareness of these trends before injuries occur. 
These indicators include our all injury frequency rate, which includes all types of injuries, ranging from first aid provision to lives 
lost, and helps highlight broad personal injury trends across the group, as well as a register of near misses that records 
incidents that did not result in an accident, but could have caused serious harm. Injuries to hands and fingers and edge 
protection were flagged this year. As a result, a comprehensive investigation into our protective equipment was conducted and 
strict disciplinary measures introduced for non-compliance with safety policy in this regard. A standard practice in respect of 
edge protection was also implemented across all our building sites. Our Visible Field Leadership programme, which entails 
independent, on-site peer reviews of projects by senior site management, continues to be successful. 

Unfortunately, we experienced one work-related fatality during the year, following a serious accident where a subcontractor in 
Cape Town fell from a height of five metres. There were also six incidents caused by members of the public that led to 
non-work-related fatalities during the year. These incidents were motor vehicle-related and we have been working with the 
South African National Roads Agency Ltd (SANRAL) — through the South African Forum of Civil Engineering Contractors 
(SAFCEC) — to find ways in which we can improve the client specifications relating to road projects in order to prevent further 
serious accidents from occurring. Measures that are being considered include: physical (concrete) barriers placed between 
construction employees and public motor vehicle traffic; vehicle speed reduction methods; and utilising the manpower and 
expertise of the Road Traffic Authorities to assist with the safe management of public traffic flow around construction sites.

The group retained its OHAS18001 certification of the safety management system, which is fully implemented on all sites and 
every site is subject to a safety audit during the course of the year. There has been a noticeable improvement by site personnel 
in addressing the concerns and issues raised from the audits and implementing the recommended corrective and preventative 
actions.

OPERATIONAL REVIEW 
CONTINUED

Australia
Africa
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FY16 FY15

OHAS18001 accreditation  ✓ ✓ 
SMS coverage 100% 100%
Audit coverage 100% 100%

Pleasingly, from an environmental perspective, no reportable incidents occurred during the year. As the construction industry is 
heavily water-reliant, the drought conditions and water restrictions experienced in South Africa this year were raised as worrying 
environmental risks. As a result, all of our construction sites conduct daily checks, monthly inspections and regular internal 
audits to monitor water wastage and mismanagement. Each site also reports monthly on its water consumption and source. 

As part of our response to managing our carbon footprint, we have a Climate Change Policy in place that provides mechanisms 
for achieving objectives and targets relating to climate change. The group continues to participate in the Carbon Disclosure 
Project of the JSE voluntarily, and the carbon emissions in respect of our South African operations are disclosed in the 
table below:

FY13/14 FY14/15

Scope 1 (tCO2e)
Direct emissions from owned or controlled sources 43 261,53 42 632,40

Scope 2 (tCO2e)
Indirect emissions from the generation of purchased energy 14 256,65 6 017,04

Scope 3 (tCO2e)
Indirect emissions (not included in scope 2) that occur in the value chain of the company 2 209,19 2 058,78

Total (tCO2e) 59 727,37 50 708,22

The decrease in Scope 2 emissions can be attributed to a higher dependence on generators during the period under review, 
hence less national grid-supplied power being consumed. Going forward, there will be a greater focus on recycling as a means 
of reducing GHG emissions.

The environmental management system, which complies with best practice, is ISO14000 accredited and fully implemented 
across the group and, as with safety, all sites are subject to environmental audits.

FY16 FY15

ISO14000 accreditation ✓ ✓ 
SMS coverage 100% 100%
Audit coverage 100% 100%

The results of all safety and environmental audits are presented and discussed at divisional board meetings, Executive 
committee meetings and meetings of the Board of Directors. 

TRANSFORMATION AND LOCALISATION  
Transformation in South Africa remains a high priority for government and resulted in Revised Generic Codes of Good Practice 
being issued by the dti. Initially, the industry struggled to reach consensus on the New Construction Sector Codes; however, 
new Draft Codes were agreed upon in July 2016, following concerted efforts and lengthy negotiations to which WBHO made a 
valuable contribution as the SAFCEC representative on the Construction Sector Council and convener of the Established Sector 
membership organisations. These Codes have been submitted to the dti for gazetting and should soon be in place. The group 
will retain its Level 2 rating under the old Codes until October 2016. 
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Employment equity has been an industry-wide challenge for many years and WBHO has been no exception in this regard. 
We have, however, made some good progress in FY16 with a number of black and female employees being promoted into 
senior management positions. The following table reflects the demographics of our South African employee base.

Male Female

African Coloured Indian White Total African Coloured Indian White Total Total

FY16 5 027 216 91 697 6 031 602 92 33 161 888 6 919
FY15 4 847 199 83 649 5 778 503 71 25 125 724 6 502

Furthermore, localisation is fast gaining traction in the rest of Africa, however, due to our long-standing presence in the region, 
we are proud to have developed strong teams of local staff in all the geographies in which we have a permanent residence. 

2016 2015

Botswana Zambia Mozambique Ghana Botswana Zambia Mozambique Ghana

Total workforce 313 283 490 468 1 121 472 1 286 824
% of expatriates 6,4 15,2 16,3 5,9 4,0 11,9 13,1 5,5

 BUILDING AND CIVIL ENGINEERING

2016 2015

Revenue (Rm) 7 536 7 385
Operating profit (Rm) 370 352
Operating margin (%) 4,9 4,8
Capital expenditure (Rm) 49 75
Projects negotiated (% of private work) 80 69
Number of employees 3 807 3 750
Retrenchments 112 601
Training spend (Rm) 13 9
LTIFR (per million man hours worked) 0,92 0,98

 South Africa
 Rest of Africa

Revenue by geography (%)
2016 2015

19 22

Revenue from the Building and civil engineering divisions grew marginally by 2% as good growth from the Building divisions 
was offset by declining revenue from the Civil engineering division. Despite the lower revenue generated by the Civil Engineering 
division, the operating margin improved slightly, from 4,8% to 4,9% thanks to respectable margins being maintained on work 
executed.

The high levels of local building activity experienced in previous years were sustained in FY16, and building revenue from 
South Africa grew strongly by 26%. Although most of the growth was concentrated in Gauteng, revenue growth was also 
achieved in both the Western Cape and KwaZulu-Natal (KZN) while revenue from the Eastern Cape remained consistent with 
the previous year. 

OPERATIONAL REVIEW 
CONTINUED

81 78



47

In Gauteng, the division has secured a number of large-scale commercial and retail projects in recent years, which include the 
Mall of Africa, new offices for Discovery, PricewaterhouseCoopers and the Department of Statistics, as well as the development 
of the Alice Lane and Menlyn Maine precincts, including the Time Square Casino in FY16. In the Western Cape, ongoing 
construction at the V&A Waterfront, the fit-out of a new hospital for Netcare and the completion of three residential apartment 
blocks were the main sources of construction activity during the year. In KZN, having completed the remaining commercial 
offices on the Umhlanga Ridge in the first half of the year, revenue was underpinned by retail activity in FY16, derived mainly 
from construction of the Ballito Junction shopping centre, awarded in FY15, and the newly awarded Cornubia shopping centre 
in Umhlanga in FY16. Revenue was further supported by a number of healthcare projects. Revenue from the Eastern Cape was 
generated from further extensions to the Greenacres shopping centre, ongoing construction of the new administration building 
for Transnet at COEGA, and new offices for SANRAL in Baywest.

Building activity in Ghana was again centred on retail developments and, following growth of 30% in FY15, revenue was 
sustained at these levels in FY16. In Accra, the refurbishment and extensions to the Accra mall, as well as construction of the 
Achimota shopping centre, were completed, while in Kumasi, construction of a new mall is progressing well. 

With the strong baseload of work each year, delivery of projects has been of primary focus, which we believe has been 
successfully accomplished and is evident in the increase in the percentage of negotiated work from 69% to 80% this year.

Due to its heavy reliance on the mining sector, the Civil engineering division has been particularly affected by the downturn in 
recent years with revenue decreasing by 40% in FY16. Having completed most existing mining projects during the current year, 
finding replacement work has been challenging and the continued right-sizing of the division has remained necessary, with 
112 staff being retrenched. The extensions to the Cullinan Mill and a new parkade for Nedbank were completed in the second 
half of the year, while the re-access works at Kusile Power Station are ongoing. Revenue from the rest of Africa once again 
decreased, having completed the construction of a new gas-fired power station at Ressano Garcia, Mozambique, in conjunction 
with the Projects and Roads and earthworks divisions. The division continues to secure sufficient smaller-scale mining and 
industrial projects in Zambia to retain a presence in the region.

The division increased its training spend by 40% from R9,3 million to R13,0 million this year.

The safety performance of the division improved from 0,98 to 0,92 and has remained consistently below 1,0 for a number of 
years. WBHO takes responsibility for all people on our sites, regardless of whether they are our employees or not. In addition to 
our employees, we also report on injuries to all subcontractors and service providers under our supervision on our sites. The 
high number of subcontractors on our building sites adds additional complexity to managing safety as these are often smaller 
businesses with fewer resources and less mature safety practices. We address these challenges by insisting on submission of 
safety files prior to appointment, and a combination of on-site safety inductions, talks and mentoring.
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  ROADS AND EARTHWORKS

2016  2015

Revenue (Rm) 4 334 5 282
Operating profit (Rm) 283 380
Operating margin (%) 6,5 7,2
Capital expenditure (Rm) 53 188
Projects negotiated (% of private work) 14 19
Number of employees 3 283 5 646
Retrenchments 628 843
Training spend (Rm) 25 16
LTIFR (per million man hours worked) 0,51 0,36

 South Africa
 Rest of Africa

Revenue by geography (%)
2016 2015

32 39

In FY16, revenue from the Roads and earthworks division decreased by 18%, from R5,3 million to R4,3 million largely due to a 
decrease in revenue generated from the rest of Africa. Operating profit decreased by 26%, in line with the reduction in activity, 
but was also impacted by a decrease in the operating margin, from 7,2% to 6,5%, as the volume of lower-margin roadwork on 
hand increased further. Despite this, the division has produced resilient results in an extremely difficult and competitive market.

In South Africa, a marked decrease in mining-related revenue was, to some extent, mitigated by the award of a number of 
new road projects in various provinces, including the iconic M1 bridge project in Marlboro, the R24 to Rustenburg and 
N2 Grahamstown. In KZN, Edwin Construction was awarded a contract along the N5 near Harrismith and Roadspan Surfacing 
secured a large project on the N3 to Cedara; however, both Edwin Construction and Roadspan experienced lower revenue 
during the year due to lower spend from provincial governments and extremely competitive pricing. The asphalt business within 
Roadspan was particularly affected by this lack of activity and a number of plants have been mothballed. Construction of the 
bus rapid transport projects in eThekwini and Sandton also progressed well during the year. Local revenue was also impacted 
by the completion of the coal stock yard and ash dam at the Kusile Power Station, which have not been replaced. Following the 
completion and commissioning of the Mooi Mgeni pipeline in KZN, the Pipeline division has also struggled to find new work, 
having targeted two large-scale pipelines during the year that were not awarded.

Revenue in Mozambique decreased substantially, with completion of the Ressano Garcia Power Station, however, the division 
performed well in replacing this work with various mining projects, which consisted of civil works for a railway workshop facility 
at Nacala, loop lines on the Vale coal line at Nampula, as well as a tailings facility for International Coal Ventures Private Limited 
(ICVPL) and coal handling for Vale, in Tete. Section 18 of the EN4 for Trans African Concessions (TRAC) was also completed this 
year. Having secured contracts for a tailings dam for the Debswana Mining Corporation and a tailings treatment plant in 
Jwaneng. Activity in Botswana was consistent with the prior year despite the Pipeline division completing the construction 
phase of the North South Carrier pipeline, which has now begun commissioning and trial operations will continue into FY17. 
In west Africa we continue to maintain a presence in Ghana by focusing on mining houses’ operating expenditure requirements 
and also successfully completed a project in Sierra Leone.

The lower activity levels experienced overall meant that capital expenditure had to be strictly monitored in FY16. The 
replacement of mining-related plant and equipment subsided significantly as the workload continued to weaken, and only key 
items of plant were purchased on our roadwork contracts as there has been an increase in the amount of rental stock available 
as well.

OPERATIONAL REVIEW 
CONTINUED

68 61
68 61
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A reduction in capacity was unavoidable this year, and the division retrenched an additional 622 employees during the year. 
Nonetheless, the division increased its investment in the training and development of employees with training spend increasing 
to R24,9 million (FY15: R16,4 million).

While the LTIFR of the division increased from 0,36 to 0,51, following an increase in lost-time injuries from subcontractors, it 
remains below the target of 0,7 set for the year. 
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 AUSTRALIA

2016  2015

Revenue (Rm) 18 113 15 352
Operating profit (Rm) 300 11
Operating margin (%) 1,7 0,1
Capital expenditure (Rm) 8 45
Projects negotiated (% of private work) 21 11
Number of employees 1 067 1 244
New hires 213 279
Retrenchments 39 32
LTIFR (per million man hours worked) 1,72 0,97

 Building
 Civil engineering and infrastructure

Revenue by geography (%)
2016 2015
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OPERATIONAL REVIEW 
CONTINUED

Following strong growth of 42% in FY15, Probuild’s building divisions delivered further growth of 18% in FY16. Good growth was 
again achieved in Victoria (VIC) where retail and residential activity were the main sources of work. The Eastland shopping 
centre was completed during the year and extensions to the Chadstone shopping centre will continue into FY17. Residential 
activity consisted of a number of residential towers secured toward the end of FY15, most notably the iconic Aurora apartments, 
as well as construction of the Caulfield Village development adjacent to the Melbourne Race Club. Entry into the Queensland 
market is now firmly entrenched and the business continues to perform well. Further growth was achieved this year following 
the award of two additional projects to the value of AU$360 million, which complemented the ongoing construction of the Grand 
Central shopping centre in Toowoomba and the now completed Iglu student accommodation. In New South Wales (NSW), 
revenue growth was moderate. Three large apartment blocks were completed during the year. In Western Australia (WA), 
building activity remained constrained owing to a subdued mining sector. Revenue from Monaco Hickey was again lower in 
FY16 as a consequence of a declining health and pharmaceuticals market; however, the business has successfully entered both 
the residential and commercial sectors during the year – as part of the broader strategy to expand the business into smaller 
projects in the general building market.

Revenue from WBHO Infrastructure (WBHOI), the Australian civil engineering business of the group, decreased substantially in 
FY16 as a result of the planned restructuring of the business. The western region has performed well in a declining market 
negatively affected by poor mining-related activity and has returned to profitability. In line with the strategic long-term focus of 
the business on being a national player in the infrastructure market, various projects within the road, resources and 
telecommunications sectors in the western region were secured, while a number of projects in the eastern states of VIC and 
NSW were also targeted. Two of these projects, both major transport infrastructure capital works, were successfully secured 
and construction commenced in the second half of the year. These projects, combined with lower restructuring costs, resulted 
in a better than expected performance.

Capital expenditure reduced substantially as the infrastructure business was restructured and mining-related projects 
remained scarce.

The number of staff has decreased when compared to the previous financial year, primarily due to the restructuring of WBHOI in 
general, coupled with a restructuring of the WA operations of the building division. The latter restructuring was required in 
response to the general downturn in work in the greater Perth area, resulting from the slowdown in the resources sector.

Similar to the Engineering School conducted by the South African operations of the group, Probuild and WBHOI offer a graduate 
and cadet programme to employees and university students, aimed at providing them with core business and technical skills in 
the areas of design coordination, site coordination, contract administration, site supervision and leadership and personal 
development. Each module has assessment criteria that require participants to demonstrate their learning. There are currently 
46 graduates and 28 students or “cadets”, as they are known, on the programme.

Disappointingly, Australia safety performance worsened this year, following a concerning rise in lost-time injuries in VIC. After 
investigation, it was discovered that a significant number of these injuries were from the same subcontractor and a number of 
meetings were held between the senior management of Probuild and the subcontractor to address the issue. The investigation 
also highlighted that most of the injuries were sustained while performing complex high-risk activities. Corrective actions 
introduced include increased site supervision and inspections and safety management training, including subcontractor  
front-line management, safety improvement strategies from affected subcontractors and risk workshops for high-risk activities.
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 CONSTRUCTION MATERIALS

2016
Restated

2015

Revenue (Rm) 648 754
Operating profit (Rm) 37 13
Operating margin (%) 5,7 1,7
Capital expenditure (Rm) 17 19
Number of employees 546 577
LTIFR 2,7 5,7

Following the disposal of 3Q Mahuma Concrete Holdings during the year, continuing operations now consist only of Reinforced 
Mesh Solutions (RMS) where revenue decreased marginally in FY16 following growth in the prior period. Profitability improved 
significantly from R13 million to R37 million, achieving a margin of 5,7%. Demand from the local building sector continued to 
support activity levels in Gauteng, where we had a strong performance in the current year. Activity in Cape Town was also busy; 
however, operations in the Northern Cape near Kathu were slower due to lower mining activity. Output in KZN was also below 
expectations and was particularly affected by Chinese imports. We were, however, able to negotiate reduced input costs with 
key suppliers, which will assist in sourcing work in the year ahead. Operations in the northern provinces struggled with the 
Limpopo branch, which was initially established to service the Medupi Power Station, performing poorly and the newly opened 
Polokwane branch taking time to reach capacity. The order book and volumes for this branch have now grown and the outlook 
for the year ahead is promising. Lastly, the Nelspruit operation delivered excellent results in FY16.
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KEY FINANCIAL INDICATORS Target/growth FY16  FY15

Revenue growth (%) 10,0 6,3 14,8
Operating margin (%) 3,0 to 4,5 3,3 2,7
Earnings per share (cents) 29,1 1 322 1 024
Headline earnings per share (cents) 10,6 1 294 1 170
Earnings per share (cents) – continuing operations 57,2 1 396 888
Headline earnings per share (cents) – continuing operations 23,8 1 343 1 085
Dividend per share (cents) – 448 368
Return on capital employed (%) 20,0 22,9 18,0

The performance of the group this year signified a satisfying improvement over the disappointing results of the previous financial 
year. The Australian operations returned to normalised levels of profitability as the building divisions delivered a solid 
performance and further growth and, despite a reduction in revenue following the planned restructuring of the infrastructure 
business, it delivered better-than-expected results. Another strong performance from our African-based Building divisions was 
partially diluted by a difficult year experienced by the Civil engineering division, while the Roads and earthworks division 
produced a resilient set of results amid subdued trading conditions.  

Revenue from continuing operations increased by 6% to R30,7 billion for the year ended 30 June 2016 as further growth within 
the building divisions of the group, both in Africa and Australia, continued to moderate the impact of lower activity levels within 
the mining and other civil engineering sectors. 

The impact of these challenging conditions is evident within the African-based operations of the group, where revenue 
decreased by 7%, following declines in revenue from both the Roads and earthworks and Civil engineering divisions. Revenue 
growth in Australia reflects real growth of 8% in Australian dollar terms, but was assisted by a weaker rand, where currency 
effects amounting to R1,5 billion resulted in overall growth of 18%.

Operating profit before non-trading items increased by 31% to R1 billion from R768 million. This reflects the healthy recovery in 
profitability in Australia from R11 million to R300 million, where in the previous year losses on four civil engineering projects were 
recognised. Profitability from Australia this year was further supported by R48 million in unrealised exchange gains, following the 
devaluation of the rand. Profitability from African-based operations declined by 7% in line with lower activity levels.

“Another strong performance from our African-
based Building divisions was partially diluted by a 
difficult year experienced by the Civil engineering 
division, while the Roads and earthworks division 
produced a resilient set of results amid subdued 
trading conditions.”  

CHARLES HENWOOD

CFO’S FINANCIAL REVIEW
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While the overall margin of 3,3% reflects an improvement over the margin of 2,7% achieved at 30 June 2015, the volume 
of Australian-based projects, increased local building activity and a heavier weighting toward roadwork within the Roads 
and earthworks division, resulted in the margin being constrained towards the lower end of the targeted range of the group 
of between 3% and 4,5%. 

Earnings per share from continuing operations increased by 57% from 888 cents per share to 1 396 cents per share at 
30 June 2016. This reflects the improved operating performance from Australia, profit on the disposal of property in Australia, 
and the absence of any non-trading impairments in the current year. 

Headline earnings per share from continuing operations, which ignores the effects of any impairments and profits or losses 
on disposal of assets, increased by 24% from 1 085 cents per share to 1 343 cents per share. 

Full earnings per share increased by 29% to 1 322 cents per share, from 1 024 cents per share in the prior period, and this 
reflects the impact of the losses recognised on the disposal of businesses in respect of CSS, which have been disclosed under 
discontinued operations. Full headline earnings per share increased by 11% over the comparative period.

Return on capital employed (ROCE) was introduced as a measure of performance in the previous year. The target of 20% is 
aligned with the target set in respect of executive directors’ remuneration. The group delivered a 23% ROCE this year and 
declared a gross dividend of 448 cents (FY15: 368 cents), an increase of 22%.

DISCONTINUED OPERATIONS (Rm) FY16
Restated 

FY15

Revenue 289 601
Operating (loss)/profit before non-trading items (12) 122
(Loss)/profit on disposal of operations (72) 21
(Loss)/profit from discontinued operations (122) 109
Non-controlling interest (82) 34
Attributable (loss)/profit (40) 75

Discontinued operations represent the trading of 3Q Mahuma Concrete (3Q), a ready-mix and aggregate business with operations 
in South Africa, and Capital Star Steel (CSS), the pipe factory in Mozambique. A significant achievement this year was the disposal 
of these non-core operations. 3Q was sold for a consideration of R140 million while R65 million was contributed toward the debt 
restructuring of CSS in order to facilitate the disposal. A loss of R67 million was incurred on the disposal of CSS, which largely 
consists of the recycling of currency gains previously recognised in equity. The more important aspect of this transaction was the 
disposal of net liabilities amounting to R278 million. A loss on disposal amounting to R5 million was recognised on the disposal of 
3Q.

PROPERTY, PLANT AND EQUIPMENT (Rm)
Approved

FY17
Actual
FY16

Actual
FY15

Property, plant and equipment 1 710 1 984   
Depreciation 242 280
Impairment of property, plant and equipment – (54)

CAPEX
Plant and vehicles
  Replacement 257 84 236
  Expansion 47 38 30

305 122 266

Land, buildings and other equipment
  Replacement – 4 34
  Expansion – – 27

– 4 61

TOTAL 305 126 327

The lower activity levels experienced within the Roads and earthworks and Civil engineering divisions are further reflected in 
significantly lower capital expenditure of R127 million in the current year, which was restricted to the purchase and replacement 
of key items of plant. Accordingly, depreciation from continuing operations decreased from R280 million to R242 million. 
The approved capital expenditure budget for FY17 amounts to R305 million.
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INVESTMENTS (Rm) FY16 FY15

Investments 202 148
Investments in associates 347 204

INVESTMENTS
The increase in investments relates to a further investment of AU$2,5 million in the Caulfield property development in Australia, 
in which the group has a 30% interest. Probuild has completed Precinct 1 of the development. All units in this phase of the 
development have been sold, and cash inflows are expected in the next financial year. 

INVESTMENTS IN ASSOCIATES
The group has an interest in three significant associates: Dipalopalo, a concession company responsible for the serviced 
accommodation of a new building for the Department of Statistics; Gigawatt Power, the concession company providing 
electricity generated from a gas-fired power station in Mozambique; and Gigajoule International, a shareholder in the Matola Gas 
Company, which sells and distributes gas in Mozambique. 

In the current year, equity of R70 million has been invested within Dipalopalo and Gigawatt Power. The income from associates 
of R46 million recognised this year relates to the share of income for the group in respect of gas supplied by the Matola Gas 
Company and electricity generated by Gigawatt Power. No income has been recognised in respect of Dipalopalo during the 
year as construction of the building was only completed after year end.

LONG-TERM RECEIVABLES (Rm) FY16 FY15

Mezzanine financing arrangements 198 531
Current portion (183) (531)

15 –

Other long-term receivables 274 154
Current portion (193) (35)

81 119

Total long-term receivables 96 119

The group provides mezzanine financing to key clients where opportunities exist to unlock developments and procure work. 
Interest is levied at rates higher than those which are obtainable from financial institutions and acceptable security is obtained. 
Mezzanine financing in the amount of R500 million was repaid during the year and R14 million was invested in new potential 
future projects. 

Other long-term receivables include loans to employees for shares, which are repayable in FY17, and an amount of R140 million 
in respect of the consideration receivable from the sale of 3Q Mahuma Concrete Holdings (Pty) Ltd, of which an amount of 
R40 million will be placed in escrow for a period of two years upon settlement. 

CASH  BALANCES (Rm) FY16 FY15

Cash generated from operations 1 995 2 553
Cash and cash equivalents 5 773 3 995
Bank overdraft (including disposal group) (21) (332)

A further highlight this year was the substantial increase in cash balances at 30 June 2016. 

Strong cash generated from operations included working capital inflows of R312 million, aided by an increase in excess billings 
over work done, which is a function of the high proportion of building work on hand, and a reduction of R545 million in 
uncertified revenue. The repayment of mezzanine financing, currency gains and the disposal of debt of R355 million within 
discontinued operations further contributed to the 44% increase achieved.

Cash balances amounting to R2,6 billion (FY15: R1,7 billion) are held in South Africa, an increase of 53%, while R3,2 billion 
(FY15: R2,3 billion) is held offshore, of which 58% relates to Australia.

In addition to the flexibility that sizeable cash balances provide to the group in the form of mezzanine financing and investment 
opportunities, a significant portion of the guarantee lines extended to Probuild in Australia are supported from South Africa on 
the strength of the African balance sheet. The cash balances add substantial depth to the strength of this balance sheet and are 
key to the ongoing growth of the Australian operations.

Furthermore, the group remains alert to potential and viable acquisition and expansion opportunities in which to invest.

CFO’S FINANCIAL REVIEW  
CONTINUED
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The graph below illustrates the movement in cash balances over the year:
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ACQUISITION OF NON-CONTROLLING INTERESTS (Rm) % acquired

Amounts 
raised in 

equity
Purchase 

price  

Probuild Constructions (Aust) (Pty) Ltd 2,45 17 36
Renniks Construction (Pty) Ltd 12,5 1 6

During the year, members of Probuild’s management exercised their put options, resulting in the acquisition of a further 2,79% 
interest in the company. The shares were acquired at a cost of R36 million and an amount of R17 million was debited to equity. 
A further 12,5% interest in Renniks Construction was also acquired at a cost of R6 million.

LIABILITIES (Rm) FY16 FY15 

Borrowings 104 252
Current portion (87) (139)

17 113

Provisions 2 060 1 620
Guarantees issued to third parties (contingent liabilities) 9 491 6 206

Borrowings largely represent capitalised finance lease agreements over plant and equipment, a significant portion of which was 
settled during the year. Limited new agreements were entered into during the year as a consequence of the much lower capital 
expenditure. 

The increase in provisions of R440 million relates to provisions raised for costs to finalise engineer, procure and construct (EPC) 
projects to the required specifications, as well as an increase in the provision for annual bonuses due to improved profitability.

Guarantee facilities with various financial institutions amounted to R11,5 billion at 30 June 2016 and are sufficient to cater for 
future growth prospects with the unutilised portion amounting to R5,5 billion.
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Share price performance and market capitalisation

The share price closed at R125,82 at 30 June 2016, 26,8% higher than at 30 June 2015 and outperformed the Construction and 
Materials Index, which declined by 56,0% over the same period. This reflects the ability of the group to deliver consistently solid 
performances better than those of its peer group. The market capitalisation of the group increased by R1,4 billion to R8,0 billion 
(FY15: R6,5 billion).

OUTLOOK
The group begins the new financial year with a healthy order book of R42,7 billion, an increase of 14% over FY16. Having 
secured 80% of the revenue achieved in FY16 for the year ahead, the local Building and civil engineering division is well placed 
with activity levels and margins expected to be maintained. The decline of 20% in the order book of the Roads and earthworks 
division is indicative of current market conditions; however, should negotiations on certain imminent projects be successful, the 
outlook for the year ahead is satisfactory. While the Australian order book remains heavily weighted toward building work, and 
we expect similar margins from this division in FY17, we anticipate growth in the infrastructure business as the new strategy 
becomes fully implemented. 

Charles Henwood
Chief Financial Officer

Source: VACO
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