
Divisional review – construction

This division incorporates Basil Read’s civil engineering, roads, building operations and 
property developments. Proven technical and financial engineering skills have 
reinforced our position among the leaders in this industry.

Salient features 2014 2013 
%

change

Revenue (R’000) 5 151 4 693 10
Order book (R’000) 6 765 8 265 (18)
Disabling injury frequency rate 0,20 0,17 (18)

Major works for private and public sector clients cover a broad spectrum of civil 
engineering, road and building projects, including earthworks, bridges, pipelines, 
infrastructure, harbour and marine works, industrial plants, sports facilities, roads, 
highways, airports and related industrial activities.

The division also adds value through innovative packaging: build-operate-transfer (BOT) 
contracts, design and construct, and alternative solutions tailored to meet 
client requirements.
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Divisional review – mining

The mining division specialises in surface contract mining, which includes drill, blast, load, 
haul, dump, material handling and processing services to the mining, quarrying and 
construction industries. It also provides mine design, infrastructure development, 
planning, scheduling, operations management, surveying and optimisation services to 
clients across sub-Saharan Africa. 

Salient features 2014 2013 
%

change

Revenue (R’000) 1 351 1 612 (16)
Order book (R’000) 3 774 4 199 (10)
Disabling injury frequency rate 0,05 0,12 58

The division offers complete mining services with decades of experience in hard and 
soft-rock mining, selective mining and material handling in remote and challenging 
locations. It owns and maintains a fleet of mobile mining equipment that can be 
deployed to meet clients’ requirements.

 Mining 19%

 Engineering 2%

21%
of company  
turnover in 2014
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Basil Read construction

2014 performance 
Financial performance 
➜➜ Total turnover for the construction division is 

R5,2 billion, with R6,8 billion in work secured for 

2015 at the December 2014 reporting date

➜➜ Year-to-date operating loss is R797 million

➜➜ Distressed contracts in all divisions affected 

performance. The TCTA pipeline contract 

continued to report poor performance despite 

corrective measures, while the Venetia Civils and 

Roadcrete Africa roads contracts were below 

forecasts. In future, Basil Read will negotiate 

contracts to accommodate changes to the scope 

of work, which will avoid claims and improve 

relationships with clients. The operations 

committee will also focus on reviewing the 

progress and success of corrective measures to 

improve the performance of distressed contracts

➜➜ The St Helena airport project is on track 

and profitable.

Progress on strategy 
Commentary 
Basil Read is focused on returning to its core 

business, heavy construction. Any acceleration in 

government spending on infrastructure projects 

will support this focus and the division is actively 

positioning itself to participate in these projects.

Key contracts
➜➜ Roads – In an extremely competitive local 

market, our roads business recorded mixed 

results, with performing projects meeting or 

exceeding targets and distressed projects 

registering significant losses. While work 

opportunities increased, margins in the tender 

market were constrained by the slow pace of 

infrastructure roll-out at national, provincial and 

local government levels. Four poorly performing 

projects were finalised (Petrusburg, Etwatwa, 

Ohlanga and R70 Tzaneen) and the majority of 

distressed projects are expected to be finalised 

in 2015. The integration of Roadcrete Africa has 

improved synergies and work management, to 

some extent mitigating the impact of distressed 

projects. Product supply and quality again 

affected the performance of our bitumen 

supplier, SprayPave. 

➜➜ Civils – Poor performance for the year with a 

focus on securing new projects in targeted 

sectors. The Durban Prasa (Transnet’s passenger 

rail agency) contract is scheduled for completion 
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in 2015 once contractual agreements are 

honoured. At Medupi, contracted work has 

been completed and claims are being settled. 

Basil Read is in discussions with Eskom for 

additional work valued at R500 million.

 • The TCTA project is scheduled for completion 

in June 2015 after significant delays. 

The accumulated loss on this project is 

R365 million, excluding delay damages and 

claims. Additional people have been deployed 

on site to improve performance.

 • Basil Read and its joint venture partners on 

the Kusile project will complete the contract 

in the first half of 2015, although further work 

could be awarded. Settlement differences are 

being satisfactorily resolved with Eskom.

 • The cost to completion of the Venetia project 

is R205 million with a projected loss of 

R38 million. Basil Read management has 

discussed challenges on this contract with the 

client, De Beers.

➜➜ Buildings and developments – Turnover of 

R1,3 billion was on budget, but an operating loss 

of R304 million was recorded, including the 

impairment of goodwill for R170 million. 

Although business confidence 

remains weak, with many projects on 

hold, the division has secured most of its 

workload for 2015

 • Developments – This business focuses 

on large-scale mixed-income integrated 

housing developments that generate 

income for the division from management 

fees and profit on sale of serviced stands as 

well as construction work for the company. 

This is an integral part of our social licence 

to operate and Basil Read therefore works 

with government at all levels, parastatals 

and non-governmental organisations to 

support national imperatives focused on 

improving the quality of life of South Africa’s 

people. Key current projects include 

Savanna City (over 18 000 planned housing 

opportunities) and Malibongwe Ridge, 

as an extension to Cosmo City (about 

5 500 opportunities). Revenue is also 

generated from sale of stands in the 

Cosmo City Industrial Park and Klipriver 

Business Park, as well as managing and 

marketing the Rolling Hills lifestyle estate.
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Basil Read construction continued

 • Savanna City – Phase 1 comprises 

1 002 fully subsidised and affordable 

residential stands and six non-residential 

stands. Internal services for this phase were 

installed by the roads division. Sales of 

housing units are exceeding expectations, 

reflecting high demand for affordable 

housing. Our partner in this development 

is Old Mutual’s Housing Impact Fund of 

South Africa and we are working with the 

Gauteng department of human settlements 

and Midvaal local municipality to ensure the 

1 400 ha project sets a new benchmark in 

economic development and housing. Over 

the next 10 years, construction on this 

project will create 55 000 jobs and around 

13 000 permanent jobs post construction.

 • Malibongwe Ridge – Servicing for the first 

phase – 486 fully subsidised residential 

stands – is complete, with top structures 

due for completion in mid-2015. While 

this development is currently generating 

revenue for Basil Read divisions, it is 

running at a small loss at company level 

(albeit decreasing) until sales exceed 

development costs.

 • Klipriver Business Park – Increased sale 

of stands in the review period reflects 

rising interest in this vibrant working node 

south of Johannesburg.

St Helena airport project
Given the scale of this project, we report on it 

separately. Phase 1 of this R4,6 billion contract 

began in December 2011 and will finish in 

February 2016. Phase 2 will run to February 2026. 

Despite the significant safety hazards presented 

by earthmoving equipment, this contract reached 

1 million lost-time injury (LTI) free hours in 2014. 

The on-island workforce of around 600 comprises 

local personnel (over 50%), other nationalities and 

South Africans (27%). 

At present, the contract is on track and on budget. 

Current challenges include variations to bulk fuel 

installations which might affect the schedule, and 

disposing of hazardous waste off the island. These 

and other risks are reviewed monthly against a 

comprehensive register to contain exposure. 

Design works are in the completion phase on most 

aspects and keeping pace with construction. 

The combined building was handed over on the 

milestone date to our subcontractor for installation 

of air traffic control and navigational aids 

equipment. The terminal building is progressing 

well. Works on the sea rescue building and offices 

began in December 2014.
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Marine works on the permanent wharf, an addition 

to the contract, began in June 2014. Work is 

progressing well and will be completed by 

November 2015. Substantial construction 

equipment was required for the works, including 

two 200 t crawler cranes. 

The process of obtaining the required certification 

from the relevant authorities is currently on track 

and calibration flights for navigational flights and 

aerodrome ground lighting are scheduled for 

September 2015. Identification and preparation for 

training of phase 2 staff is under way.

Separate negotiations are under way to secure 

additional work valued at R220 million. The first of 

these, developing a new hotel on the island, was 

secured post-year-end.

Safety aspects and impacts 
Commentary 
➜➜ Civils reached 10 million LTI-free hours – with 

the civils team at Medupi ash dumps achieving 

4 million LTI-free hours in February 2015 

➜➜ Seven divisional projects exceeded 1 million 

LTI-free hours

➜➜ Safety in the building division remains a 

challenge due to the number of subcontractors 

on each site. We are training and coaching our 

subcontractors to achieve our targets in safety 

and stressing the need for site management to 

continuously drive safety to ensure individual 

projects conform to company standards

➜➜ St Helena airport project reached 1 million 

LTI-free hours.

Outlook 
New management teams introduced towards the 

end of the financial year have stabilised operations 

and the division has been awarded contracts 

exceeding R1 billion since the start of the 2015 

financial year. Tender activity remains competitive 

and the sector under pressure due to the delayed 

roll-out of government work.
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Case study: Challenging 
St Helena project earns 
Basil Read official stamp 
of approval

The task of building and delivering a new 
airport on the island of St Helena, a 
British territory 2 000 km west of 
Angola, has been uniquely and officially 
acknowledged by a series of new postage 
stamps. One of these stamps features the 
NP Glory 4 vessel with the Basil Read 
brand clearly visible on the side of the 
vessel while at anchor off the island – the 
first time a South African company has 
featured on a British postal stamp.

Importantly, after the first phase of the 
airport is completed in 2016, St Helena’s 
isolation from the rest of the world will 
become part of its history when travel 
time from Cape Town drops from seven 
days (168 hours) by ship to just five 
hours. As a result, the island whose very 
remoteness made it ideal for Napoleon’s 
banishment after his 1815 defeat at the 
battle of Waterloo, and as a “home” for 
captured Boer generals during the South 
African (Boer) War, will rapidly be 
brought into the 21st century.

For our team, the airport opening will mark 
an end to undoubtedly the most complex 
project undertaken by the company. 

Although constructing the airport runway 
presented engineering challenges, the related 
logistics made the project unusually daunting 
as all goods and equipment had to be 
transferred by ship to the island. This involved 
Basil Read chartering a 2 500 tonne vessel 
for the duration – about 70 000 tonnes of 
goods, including 22 million litres of diesel, 
25 000 tonnes of cement and 5 000 tonnes 
of explosives first had to be transported to 
our Walvis Bay bond yard, then loaded for 
shipping and unloaded on the other end. 
Sailing time to St Helena with supplies was 
a seven-day task, with each shipping cycle 
taking about 22 days.

The project required skills ranging from civil 
construction, road works and building, to 
opencast mining and marine works, 
effectively using most of our in-house 
capabilities. Subcontractors varied from 
experts on environmental impact studies 
to architecture and bulk fuel installation.

During the project over 600 people have 
been employed on St Helena, including 
over 250 local employees. Over 100 more 
personnel were involved in logistics, design 
and support functions off the island.

Basil Read is responsible on a design and 
build basis for the construction and full 
operation of the facility for 10 years. 
As such, the company will assume 
responsibility for supplying the necessary 
services, from air traffic control to training 

and deployment of rescue and firecrew, 
until the project is transferred in its entirety 
to the St Helena government. Specialists 
from South Africa assisting Basil Read with 
this phase will include teams from Lanseria 
Airport and the ATNS air traffic company 
that supplies expert personnel to all major 
South African airports.

Key activities associated with the 
permanent works on the project include: 
➜➜ Drilling, blasting and filling 8 million cubic 
metres of rock, and filling to a maximum 
height of 100 metres to provide a flat 
airstrip in a former valley in the island’s 
rugged interior
➜➜ Building bulk fuel installations to store 
6 million litres of fuel
➜➜ Constructing a 14 km access road to 
the airport site
➜➜ Constructing a concrete runway nearly 
2 km long
➜➜ Building a terminal building, air traffic 
control tower and other buildings
➜➜ Navigational aids
➜➜ Providing fire engines, ambulances, tow 
units and other airport vehicles.

Basil Read will be responsible for ensuring 
the necessary certifications are acquired 
and that the airport is operational. Initially, 
expectations are for one arrival and 
departure at the airport every week.

For St Helena, the value of the project lies 
in its ability to enable people who used to 
live on the island, and still have homes 
there, to visit more regularly. It will also 
attract tourists who are interested in 
history, and those interested in sports such 
as scuba diving who will be able to visit 
sites that have been virtually undisturbed 
for many years.

Basil Read construction continued

To watch the St Helena airport project progress video, please go to  
www.youtube.com/watch?v=ℓ1eC6W7AUC4
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Case study: 
Engineering feat 
completes Baywest N2 
bridge in record time

In July 2014, Basil Read began placing the 
first of the 70 tonne concrete beams that 
make up the bridge linking two sides of 
Port Elizabeth across the N2 freeway. 
The R300 million Baywest road network 
is the largest project of its type in the 
Nelson Mandela Bay region in over 
10 years and an integral part of the city’s 
economic growth under the municipality’s 
2020 vision.

The double bridge, part of the long 
awaited Redhouse Chelsea arterial route, 
was specifically designed to reduce 
construction time while ensuring maximum 
safety for both contractor and road users 
during the construction period. Basil Read 
completed the bridge in record time. 

The faster build meant N2 motorists were 
inconvenienced for a third of the usual time 
– four months instead of up to 12 months 
using conventional building methods. To 

reach this goal, the 12 beams  
(a total of 840 tonnes of concrete) 
making up the bridge were precast in  
a controlled area off site. They could then 
be laid six at a time, closing off each side  
of the N2 for just two months. Usually, 
the concrete is cast in place on site, with 
scaffolding under the bridge to support the 
slab while it cures, closing each side of the 
N2 for up to six months. 

The added benefit of this system is that 
beams were cast in a special yard set 
up for casting concrete in controlled 
conditions. In the past, casting all the 
concrete in-situ meant it was exposed to 
the elements, making it more difficult to 
achieve tight tolerances. The project also 
required absolute precision – each 
70 tonne beam could be out of position 
by no more than 10 mm when laid on 
the bridge bearings. 

Some 230 employees worked hard to 
complete most of the network in time for 
Baywest Mall’s opening in March 2015. The 
new network will also reduce rush hour 
traffic in the city’s western suburbs.
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Basil Read mining

of our ageing mining equipment, ramp-up of the 

Tschudi project, higher provision for bad debts 

and increased overhead costs in Matomo. 

The division reported a fatality-free year, 

maintaining its strong focus on safety through 

visibly felt leadership, while the disabling injury 

frequency rate of 0,05 showed a 58% 

improvement (2013: 0,12). For the first time, the 

division exceeded 3 million lost time-free hours. 

The division retained its international certifications 

on safety (OHSAS 18001), environment (ISO 

14000) and quality systems (ISO 9000).

 
All South African mining projects were profitable 

for the year. Our plant division is running profitably 

despite a number of plants having exceeded their 

life expectancy. The expertise of our plant teams 

will enable the company to schedule replacement 

capex more favourably. A potential dispute on a 

BWP100 million value added tax claim in Botswana 

is being assessed.

 

2014 performance
Specialist skills and experience distinguish 

Basil Read mining in a competitive industry, albeit 

currently subdued. 

The 2014 financial year was challenging for 

resource companies and the contract mining 

services sector in sub-Saharan Africa. Pressure 

on commodity prices and prolonged labour 

unrest significantly reduced the number of new 

opportunities coming to market and, in some 

cases, existing projects were scaled back, delayed 

or stopped. As a result, competition for work 

intensified dramatically and margins were 

under pressure. 

Despite these headwinds, Basil Read mining’s 

turnover was stable at R1,4 billion, reflecting 

improved productivity, a stable labour environment 

and the start of new contracts. However, operating 

profit declined to a loss of R73 million, before 

accounting for the impairment of goodwill for 

R36 million, due to increased maintenance costs 
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Engineering
Basil Read’s engineering division complements the 

company activities, adding specialised in-house 

expertise and experience. Within this division is 

the company’s engineering, procurement and 

construction (EPC) company, Matomo, and LYT 

Architecture, a diversified design and architectural 

practice with significant skill and experience gained 

in South Africa and abroad. LYT was sold to its 

management team post-year-end, and the orderly 

closure of Matomo is ongoing due to its poor 

operating performance in the year under review. 

Progress on strategy 
The mining division continues to pursue growth 

opportunities through tendering and negotiated 

work in sub-Saharan markets. 

Safety aspects and impacts 
➜➜ Fatality-free year, reflecting strong focus on 

safety through visibly felt leadership

➜➜ 58% improvement in disabling injury frequency 

rate to 0,05 

➜➜ Record 3 million lost time-free 

hours at divisional level with two 

operations exceeding 1 million  

LTI-free hours

➜➜ A surveillance audit during the year raised 

no safety issues.

Outlook 
Given the somewhat depressed outlook for 

commodity prices over the short to medium term, 

we believe mining majors will continue to focus on 

reducing costs while improving productivity. This in 

turn will keep pressure on margins for mining 

services companies, like ourselves. 

In 2015, mining will introduce a systematic 

continuous business improvement programme 

to protect contract margins while pursuing 

innovative ways to provide services to our clients 

and replace our ageing fleet. At the same time, the 

division will pursue growth in its current operating 

geographies and expand to new countries in 

sub-Saharan Africa.
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