
Basis of report preparation and presentation

Basil Read’s integrated report for the 12 months 

to 31 December 2014 combines our economic, 

social and environmental results for a company-

wide understanding. It also sets out the challenges 

and opportunities ahead, and follows a similar 

report for the year to 31 December 2013. 

Although this report is primarily prepared for 

providers of capital, detailing our progress against 

strategic objectives, we trust it will be useful for 

all stakeholders.

The integrated report and summarised financial 

statements should be read in conjunction with the 

supplementary information and complete annual financial 

statements on our website (www.basilread.co.za).

Integrated reporting remains a cornerstone of our 

commitment to entrench global best practices in all 

operations. Basil Read therefore reports on all managed 

operations against the principles of the International 

Integrated Reporting Council (IIRC) framework, and the 

guidelines of the Global Reporting Initiative (G3). We are 

preparing to report in accordance with the new G4 core 

reporting guidelines from our new financial year. This 

report also complies with the disclosure requirements 

of International Financial Reporting Standards (IFRS), the 

King report on governance for South Africa (King III) and 

the listings requirements of the JSE.

Although Basil Read is now over 60 years old, corporate 

activity in recent years makes data comparability 

challenging in certain areas. Where practical, we are 

implementing common data standards.  

Once a company-wide reporting platform is more 

mature, this report may be externally assured for 

non-financial disclosure. 

For further details about our reporting, contact:

Jenny von Ehrenberg

Investor relations officer

jvonehrenberg@basilread.co.za

Tel: +27 11 418 6466

Board responsibility
The board acknowledges its responsibility for the integrity 

of Basil Read’s integrated report. The audit committee 

reviewed the report and recommended its approval to 

the board. Although the process of integrated reporting 

is still evolving, Basil Read has integrated its sustainability 

and financial reporting. Continuous efforts are made to 

incorporate best practice and improve our level 

of reporting. 

The board reviews and finally approves the content 

of the integrated report prior to publication.

Paul Baloyi Neville Nicolau
Chairman CEO

8 May 2015
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Overview

6 426
Employees

R10 million
Training spend 

57 sites
Current projects

6   
Countries of operation

Overview

Salient features

Financial

Basil Read order book of R10,5 billion at year-end was strengthened by 
R1,3 billion in awards in the new financial year.

Social

Two fatalities recorded for the year (2013: one).

Environmental

Maintained OHSAS 18001 and ISO 14001 certifications for health and 
safety, and environment respectively.
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Financial highlights

R6,5 billion
Revenue from continuing operations  
(2013: R6,2 billion)

(51,9%)
Return on equity 
(2013: 16,8%)

362,08 cents
Headline loss per share (2013: headline 
earnings of 86,99 cents per share)

R820,9 million
Loss after tax  
(2013: profit of R281,5 million)

R10,5 billion
Order book  
(2013: R12,5 billion)

2 fatalities
Safety  
(2013: 1 fatality)
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Our structure

79 % 
contribution to turnover 21 % 

contribution to turnover
Construction Construction Mining

Roads Civils and plant
Building and 
developments

 

Pipelines
St Helena airport  
project Mining

The roads division offers clients  
exceptional capabilities and specialised 
services to ensure each project  
is a world-class achievement. 

Key operations

➜➜ Earthworks
➜➜ Bridges
➜➜ Roads and highways
➜➜ Airports
➜➜ Supply and spraying of bitumen  
and related products
➜➜ Township infrastructure.

The civils division serves a multiple and 
diverse client base in both the government 
and private sectors with the best in civil 
engineering and construction.

Key operations

➜➜ Airports
➜➜ Bridges
➜➜ Harbour and marine works
➜➜ Stadiums
➜➜ Industrial plants
➜➜ Sliding
➜➜ Plant acquisition, disposal  
and maintenance.

Basil Read is reshaping the construction 
sector in South Africa, packaging its 
expertise, innovation and quality in one 
integrated construction solution.

Key operations

➜➜ Retail and office complexes
➜➜ Residential housing
➜➜ Apartment blocks
➜➜ Educational facilities
➜➜ Hospitals
➜➜ Correctional facilities
➜➜ Property development
➜➜ Housing schemes for low and  
middle-income earners
➜➜ Public-private partnerships (PPPs).

Strong teams with decades of specialist 
skills in bulk pipeline construction and 
related activities.

Key operations

➜➜ Infrastructural pipelines
➜➜ Specialised associated activities.

Basil Read is proving that effective risk 
management is critical in providing a turnkey 
service in the engineering, procurement  
and construction environment.

Key operations

➜➜ St Helena is a prime example  
of company-wide disciplines  
on a single project.

Specialist skills and experience set  
Basil Read mining apart in a competitive 
industry. 

Key operations

➜➜ Surface contract mining
➜➜ Mine spoils rehabilitation
➜➜ Bulk earthmoving
➜➜ Thin, thick and multiple seam mining
➜➜ Hard-rock selective mining
➜➜ Materials handling
➜➜ Specialised drill and blast services
➜➜ Mine design and planning 
➜➜ Infrastructure development.

Our structure

Basil Read Holdings Limited is listed under heavy construction in the industrial sector 
of the JSE Limited (JSE). Through its core divisions of construction and mining, the 
company is active in civil engineering projects, road construction, building, mixed-use 
integrated housing developments, property development, opencast mining and related 
services. Basil Read operates primarily in South Africa and selected African markets.

Support services Support services

Business development and commercial Corporate services

➜➜ Design and construct
➜➜ International contracts
➜➜ Tendering quality
➜➜ Special projects 
➜➜ Public-private partnerships (PPPs)
➜➜ Turnkey projects.

➜➜ Finance
➜➜ Human resources 
➜➜ IT 
➜➜ Stakeholder relations
➜➜ Supply chain management.
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services to ensure each project  
is a world-class achievement. 
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The civils division serves a multiple and 
diverse client base in both the government 
and private sectors with the best in civil 
engineering and construction.
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Basil Read is reshaping the construction 
sector in South Africa, packaging its 
expertise, innovation and quality in one 
integrated construction solution.

Key operations
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➜➜ Residential housing
➜➜ Apartment blocks
➜➜ Educational facilities
➜➜ Hospitals
➜➜ Correctional facilities
➜➜ Property development
➜➜ Housing schemes for low and  
middle-income earners
➜➜ Public-private partnerships (PPPs).

Strong teams with decades of specialist 
skills in bulk pipeline construction and 
related activities.

Key operations

➜➜ Infrastructural pipelines
➜➜ Specialised associated activities.

Basil Read is proving that effective risk 
management is critical in providing a turnkey 
service in the engineering, procurement  
and construction environment.

Key operations

➜➜ St Helena is a prime example  
of company-wide disciplines  
on a single project.

Specialist skills and experience set  
Basil Read mining apart in a competitive 
industry. 

Key operations

➜➜ Surface contract mining
➜➜ Mine spoils rehabilitation
➜➜ Bulk earthmoving
➜➜ Thin, thick and multiple seam mining
➜➜ Hard-rock selective mining
➜➜ Materials handling
➜➜ Specialised drill and blast services
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➜➜ Infrastructure development.

Backed by over six decades of construction expertise, Basil Read has become 
synonymous with quality, service excellence and professional integrity – playing its part 
in building the foundations of South Africa for all its citizens. The consolidated structure 
shown below is aligned to the critical strategic review discussed on page 13.

Support services

Governance

➜➜ Internal audit
➜➜ Risk
➜➜ Secretarial.
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Geographical footprint

Our entrenched presence in South Africa supports our ability to replicate this business 
model in similar markets that meet our stringent criteria.

Mining
➜➜ Tschudi copper mine 
➜➜ Jwaneng Cut 8 diamond mine

Construction 
➜➜ St Helena airport project
➜➜  Olifants River water resource 
development project
➜➜ Cosmo City
➜➜ Savanna City

Flagship projects

Current  
operational areas

➜➜ South Africa
➜➜ Angola
➜➜ Botswana
➜➜ Namibia
➜➜ St Helena island
➜➜ Zambia

South Africa

Lesotho

Zambia

Zimbabwe

Swaziland

St Helena  
island

Angola

Namibia
Botswana

Mozam
biq

ue

Malawi
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Business model

Basil Read’s business is to build the roads, bridges and power stations on which our 
economy and society depend. Our impact, however, goes way beyond infrastructure. 
Throughout this report, we elaborate on the achievements, challenges and 
disappointments of our social and environmental performance for the review period 
in creating value for all our stakeholders.

➜➜ Core – project execution 
across construction, 
earthworks, drilling and 
blasting, opencast mining, 
pipeline development
➜➜ Supporting – managing 
finance and capital, business 
processes, strategic 
planning, human resources 
and SHEQ, suppliers and 
subcontractors, stakeholder 
relations.

➜➜ Services – turnkey 
approach from design 
to handover across 
construction and 
engineering fields
➜➜ Impacts – waste water, 
solid and hazardous 
materials, noise, dust, 
carbon emissions and land 
disturbance.

➜➜ Intellectual – achieving 
client objectives, managing 
subcontractors 
➜➜ Financial – honouring 
funder expectations, 
rewarding shareholders
➜➜ Human – effective 
leadership of well-trained, 
disciplined workforce
➜➜ Manufactured – managing 
raw materials, parts, 
products, plant and 
equipment
➜➜ Social – building solid 
relationships with all 
stakeholders
➜➜ Natural – managing our 
impact effectively.

➜➜ Intellectual – proprietary 
knowledge, brand, 
systems and processes
➜➜ Financial – equity funding, 
debt funding
➜➜ Human – ethical values, 
effective leadership, 
specialised skills
➜➜ Manufactured – raw 
materials, parts, products, 
plant and equipment
➜➜ Social – licence to 
operate, stakeholders’ 
expectations
➜➜ Natural – energy, water, 
raw materials.
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Governing bodies – board of directors

The Basil Read board’s role is to provide the leadership necessary to promote 
application of the principles of good corporate governance throughout the company. 
The board is committed to the highest standards of corporate governance contained 
in the Code of Governance Principles for South Africa 2009 (King III). 

3 Amanda Claire Wightman (41)
Chief financial officer 
Qualifications: BCompt, BCompt (Hons) 
(Unisa), CA(SA)
Amanda has over 20 years’ financial 
experience. She spent five years in AECI 
Limited’s treasury department, progressing 
to treasury accountant. She worked for 
Standard Bank for seven years, where she 
completed her financial management (TOPP) 
articles and gained valuable experience in its 
Africa division. Amanda joined Basil Read in 
December 2005 as group financial manager 
and has been involved in the annual audited 
financial results for the past nine years. 
She was appointed chief financial officer in 
October 2014.
Committee
➜➜ Risk.

Appointed to the board in October 2014.

4 Dr Claudia Estelle Manning (48)
Independent non-executive director
Qualifications: BA (Hons) (University of 
Natal), MPhil (University of Sussex), DPhil 
(University of Sussex)
Claudia has worked in the economic 
development field for over 20 years, 
managing and financing infrastructure 
projects, sourcing and closing investment 
transactions, and related consulting. She 
worked on the Department of Trade 
and Industry’s development corridor 
programme, which originated priority 
infrastructure investment projects in 
South Africa and SADC. Claudia chairs the 
board of the small development company, 
Mandi Zimele.
Committees
➜➜ Remuneration; social, ethics and 
transformation; nominations and 
investment; audit.

Appointed to the board in August 2012.

 
1 Paul Cambo Baloyi (59)

Independent non-executive director and 
chairman
Qualifications: MBA (University of 
Manchester), senior executive programme 
(Harvard Business School), management 
development programme (University of 
Stellenbosch)
Paul has over 25 years’ banking experience 
and previously headed the Development 
Bank of Southern Africa (DBSA) and DBSA 
Development Fund. Prior to 2006, he was 
managing director of Nedbank Africa and a 
divisional director of Nedbank SA. He is a 
non-executive director on various boards and 
was appointed to the board in October 2012, 
becoming chairman in January 2015.
Committee
➜➜ Nominations and investment.

Appointed to the board in October 2012.

2 Neville Francis Nicolau (55)
Chief executive officer
Qualifications: BTech Mining Engineering 
(University of Johannesburg), MBA 
(Graduate School of Business, UCT), 
Advanced Management Programme 
(Templeton College, Oxford)
Neville brings 35 years of operating, 
company leadership and corporate 
experience, gained as CEO of Anglo 
American Platinum Limited and chief 
operating officer and executive director 
of AngloGold Ashanti Limited. Neville 
was appointed to the board as CEO in 
September 2014. 
Committee
➜➜ Risk.

Appointed to the board in September 2014.

5  Andrew Conway Gaorekwe 
Molusi (53)
Non-executive director
Qualifications: MA (Notre Dame University, 
USA), BJourn (Rhodes University)
Connie is chairman of the SIOC 
Community Development Trust and chief 
executive officer of Kabo Capital. He has 
25 years’ board experience and South 
African business knowledge, and served 
as group chief executive officer of Johnnic 
Communications Limited from 2000 to 
2006. He is a director of African Media and 
Entertainment Limited (chairman), Caxton 
and CTP Publishers and Printers Limited, 
and Continental Coal Limited. 
Committees
➜➜ Risk; remuneration; social, ethics and 
transformation.

Appointed to the board in March 2013.

52

1

3 4
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6 Sango Siviwe Ntsaluba (54)
Non-executive director
Qualifications: BCom, BCompt (Hons) 
(Unisa), CA(SA), HDip tax law (University 
of Johannesburg)
Sango is a founding member of Amabubesi 
Investments (Pty) Ltd, and serves on the 
boards of listed companies and public 
sector entities. He was a founding member 
of SizweNtsalubaGobodo and Neotel. 
Committees
➜➜ Audit; risk; nominations and investment.

Appointed to the board in July 2006.

7 Thabiso Alexander Tlelai (51)
Non-executive director
Qualification: BCom (Memorial University 
Newfoundland, Canada)
Thabiso is a founding member and director 
of Amabubesi Investments (Pty) Ltd. He 
has been chief executive officer of the Don 
Group since 2000, and has been in the 
hotel industry for over 15 years. He is also 
a founding member and chairman of the 
Tourism Business Council of South Africa. 
Committees
➜➜ Remuneration; social, ethics and 
transformation.

Appointed to the board in June 2006.

8 Doris Liana Theresia Dondur (47)
Independent non-executive director
Qualifications: BAcc, BCompt (Hons), 
certificate in theory of accounting (CTA), 
CA(SA), MBA (University of Stellenbosch 
Business School), international executive 
development programme (University of the 
Witwatersrand)
Doris has over 10 years’ experience 
as a director in the public and private 
sectors. She is a fellow of the Institute of 
Directors (South Africa), member of the 
Institute of Chartered Accountants (South 
Africa) and a member of the Institute 
of Internal Auditors. Her experience 
includes corporate governance, financial 
management, auditing, IT, human resources, 
people management, leadership, change 
management, labour relations and 
business coaching. Doris manages her own 
independent consulting business, and serves 
as a director on various boards.
Committees
➜➜ Audit; risk.

Appointed to the board in June 2014.

9 Terence Desmond Hughes (66)
Non-executive director
Qualifications: PEng (UK) MSPE, PrCPM, 
MSE Civil, ACIOB
Des has over 40 years’ experience in the 
construction industry, the last 18 with 
Basil Read. He started his career at 
GT Hemingway Consulting Engineers – 
Cape, subsequently held various positions 
with ZMG Consulting Engineers – London 
(UK), Murray & Stewart – Cape, and 
LTA Building – Cape before joining 
Basil Read Building – Cape in 1996. Since 
2004, Des has been managing director 
of the developments division, responsible 
for developing mixed-use, integrated new 
towns throughout South Africa. He was 
appointed interim chief executive officer 
from 1 June 2014 and as non-executive 
director in January.
Appointed to the board in January 2015.

10 Mahomed Salim Ismail Gani (62)
Independent non-executive director
Qualifications: BCompt, BCompt (Hons) 
(Unisa), CA(SA)
Mahomed has over 30 years of 
experience in the accounting and audit 
profession. He was a founding partner 
of MSGM Masuku Jeena Inc, a partner 
of Saboor Gani & Co and a partner 
of PricewaterhouseCoopers until 2013. 
He served as the chief financial officer 
of Alert Steel Holdings Limited until 
April 2014.

Committee
➜➜ Audit.

Appointed to the board in April 2015.

6

7 9

Lester Peteni retired from the board on 31 December 2014.

108
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The newly appointed executive management team has taken decisive actions to 
improve the company’s performance in a challenging construction sector.

1 Neville Francis Nicolau (55)
Chief executive officer
Qualifications: BTech Mining Engineering 
(University of Johannesburg), MBA 
(Graduate School of Business, UCT), 
Advanced Management Programme 
(Templeton College, Oxford)
Neville brings 35 years of operating, 
company leadership and corporate 
experience, gained as CEO of Anglo 
American Platinum Limited and chief 
operating officer and executive director 
of AngloGold Ashanti Limited. Neville 
was appointed to the board as CEO in 
September 2014. 

2 Amanda Claire Wightman (41)
Chief financial officer 
Qualifications: BCompt, BCompt (Hons) 
(Unisa), CA(SA)
Amanda has over 20 years’ financial 
experience. She spent five years in AECI 
Limited’s treasury department, progressing 
to treasury accountant. She worked for 
Standard Bank for seven years, where she 
completed her financial management (TOPP) 
articles and gained valuable experience in its 
Africa division. Amanda joined Basil Read in 
December 2005 as group financial manager 
and has been involved in the annual audited 
financial results for the past nine years. 
She was appointed chief financial officer in 
October 2014.

3 Olivier Jean-Paul Giot (50)
Executive officer: business development
Qualification: BCom (IFG Commercial 
School, Paris)
Olivier has over 20 years of experience in 
the construction industry, with a particular 
focus on finance, human resources and 
strategy. He started his career with the 
Bouygues construction group in France 
and was seconded to Basil Read in 
2003, where he has held various roles at 
executive management level. He became 
a permanent employee in April 2014 in his 
current role.

3

Governing bodies – executive management committee

1

2

10 Basil Read  
integrated report 2014

  



5 6

4 James Stephen Johnston (62)
Executive officer: construction 
Qualifications: Eng, PrEng, BSc civil eng, 
MICE, MSAICE
Originating from the Isle of Bute on the 
west coast of Scotland, Jimmy attended 
Heriot-Watt University in Edinburgh where 
he obtained a BSc in civil engineering in 
1975. Like many Scots before him, he 
decided to see the world and arrived in 
South Africa in September 1975 to start 
work as a young engineer with Basil Read. 
He worked on many construction projects 
in southern and South Africa including 
Sasol 2, the initial works at Jwaneng 
diamond mine, Mmabatho Airport and 
over the years on projects in Mozambique, 
Zambia, Malawi, Botswana, Kenya, Sierra 
Leone and throughout South Africa. He 
is an executive officer of Basil Read and is 
currently responsible for the R4,5 billion 
St Helena Airport project, as well as the 
construction division.

4

5 Khathutshelo Mapasa (39)
Executive officer: mining
Qualifications: BSc chem eng (University of 
Cape Town), programme for management 
development (Harvard), management of 
mining and mineral policy (Wits)
Khathutshelo has over 15 years of 
experience in the mining sector gained 
through various senior roles with the 
De Beers group. He has also served as a 
non-executive director on various boards 
and audit committees for companies 
providing mining-related services. He was 
appointed to Basil Read in May 2014 in his 
current role.

6 Andiswa Ndoni (49)
Executive officer: corporate affairs 
and governance
Qualifications: BProc, LLB, Global Executive 
Development Programme (Gibs) certificate 
in corporate governance
Andiswa is an attorney of the High Court of 
South Africa. She was previously company 
secretary and legal counsel for Ubank 
Limited. She sits on the Judicial Services 
Commission and Competition Tribunal. 
Andiswa has over 20 years’ experience as 
an attorney, seven as company secretary. 
She was appointed to Basil Read in January 
2013 and as company secretary in March 
2013. Her role was expanded in April 2015 
to assume responsibility for all governance-
related functions, including internal audit 
and risk management.
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Strategic context

To be the leading 
construction company in 
southern Africa, 
acknowledged as the:
➜➜ Preferred constructor
➜➜ Preferred employer
➜➜ Preferred investment.

Vision Mission

To deliver safe, profitable 
projects and services.

Values

We believe our corporate 
values determine every 
interaction, in the company 
and externally. 
We also believe that, to be 
meaningful, we need to be able to 
observe these values in action – 
given that behaviour underpins 
future results. 

The consultative process of 
crystallising Basil Read’s values 
is under way, and will be finalised 
in the new reporting period.

Worldwide, construction is a cyclical industry. Understanding that Basil Read’s sustainability depends on our ability to 
manage the company at the top and bottom of economic cycles, we critically reviewed the business in 2014 to restore 
profitability and build a stable platform for sustainable growth.

In developing an 18-month turnaround strategy (detailed by the CEO on page 26), and following intense management 
debates on the construction cycle over the next five years, we identified key drivers which, in turn, meant developing a new 
vision and mission for the company based on our core strengths and aim of building legacies.
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Strategy

After a company-wide review and thorough discussion with relevant stakeholders to determine the most material issues in our sustainability, 
we are focusing on a three-pronged strategy:

Strategic thrust Objective

Growth
➜➜ Organic
➜➜ New business
➜➜ Financial performance.

Organic growth
➜➜ Doing more with what we have to improve returns
➜➜ Business development initiatives
➜➜ Vertical integration for improved business value.

Procure business
➜➜ Market intelligence
➜➜ Identify opportunities.

Improve financial performance
➜➜ Improve contract payments 
➜➜ Settle legitimate claims speedily
➜➜ Structure balance sheet appropriately
➜➜ Align supplier-subcontractor payments to our payment receivables
➜➜ Arrest further losses on distressed projects.

Making our assets sweat ➜➜ Deliver at a cheaper rate (outperform competitors and excel at winning 
tenders profitably)
➜➜ Manage scope of work (negotiate scope changes while maintaining 
positive relationships)
➜➜ Improve operational cost management
➜➜ Manage uncertainty better (flexible and responsive to change)
➜➜ Significantly improve productivity (on-site activity improvement).

Corporate culture ➜➜ Review all businesses to determine their fit in the Basil Read strategy; develop 
clear action plans based on this analysis
➜➜ Assess policies and procedures against the requirements of the restructured 
company
➜➜ Transform corporate culture to align with strategy for a better and more 
valuable business.

Specific targets have been set for the executives responsible for each element of the strategy and we will report on our progress at the half 
and full-year stages in 2015. In the interim, we are measuring progress towards our strategic targets at company level as shown below while 
our strategic material issues are detailed on page 18:

Our strategic targets

Performance measure 2015 Future

Profit R160 million An increasing margin

Turnover R5 billion Growth at more than CPI

Order book R10 billion Improve to 2,5 times turnover

HEPS 120 cents per share Growth in proportion to profit

Return on equity 14% Growth in proportion to profit

Zero fatalities Zero Zero
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Market review

Towards the end of the year, sector results 
showed that, while industry revenue was 
up 9%, net profit was down 4% and net 
operating cash flow down a concerning 
37%. More positively, the secured order 
book had risen 16%. 

The industry had its fair share of labour 
unrest, internally and on clients projects, 
which significantly delayed some major 
construction projects, most notably 
Eskom’s Medupi power station, which was 
scheduled to have its first unit (unit 6 
generator) synchronised to the national 
grid in December 2014. 

The need for better coordination and 
monitoring within the construction industry 
has also been highlighted in recent years – 
a challenge the South African government 
has addressed by rolling out its national 
infrastructure plan, although 
implementation will require significant 
construction input.

The state of the industry is evident in the 
difference in performance between the JSE 
Construction and Materials Index and the 
JSE All Share Index, which reached record 
levels in the past year.

The 2014 calendar year started well for the sector, with strong order books and 
margins recovering for the first time in five years. However, the lack of economic 
recovery made it a tough year for most construction companies. 

The combination of poor financial 
performance in the past year and the 
absence of positive economic indicators 
has put the industry on a slight downward 
trend. However, encouraging signs include 
order book growth and public 
infrastructure commitments.

A good indicator of the industry’s 
performance would normally be 
infrastructure spend by the public sector. 
The South African government’s national 
development plan and continued 
commitment to public infrastructure 
investment of R847 billion over the 
next three years are positive signals 

for industry growth. However, this 
investment – a critical driver for recovery 
in the construction industry – has yet to 
materialise in any meaningful way, 
exacerbating already depressed 
growth outlooks.

Industry-wide risks
Risk management is a vital component of 
effective management in the industry. 
However, while risks need to be 
appropriately managed, they also need to 
be appropriately priced when tendering. 
Doing so in a depressed and competitive 
market is a challenge faced by all 
construction companies.
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Common risks identified by construction and materials companies

Challenges Actions required by industry Rating

Growth and expectations
Growth in the domestic construction industry has 
slowed in recent years due to:
➜➜ The decline in business confidence and volatile 
labour market, which have decreased foreign 
investment, especially in the construction industry
➜➜ Government’s reduced spending on infrastructure 
projects
➜➜ Expanding into new markets, which has been 
hampered by volatile commodity prices and 
exchange rates.

To address risks to growth and expansion, 
companies need to:
➜➜ Focus on effective and equitable contract 
negotiation, and contract management
➜➜ Explore growth options in new and emerging 
markets
➜➜ Align capacity with planned government spend
➜➜ Strengthening relationships with relevant 
government departments.

High

Labour force and trade unions
Loss of skills and expertise affects the ability of 
companies to successfully complete contracts and 
undermines expansion.

Growth strategies place high demands on companies 
to maintain appropriate leadership capacity.

A remuneration policy focused on performance and 
retaining key talent is essential to the sustainability of 
a business.

Regular succession reviews to identify potential 
talent retention risks, supported by career planning 
strategies.

High 

Liquidity risk
Cash constraints are a risk to companies’ abilities to 
make acquisitions and meet growth targets. Several 
factors have contributed to liquidity problems:
➜➜ Decline in margins and tough trading conditions 
➜➜ Significant initial cash investments required in 
new projects
➜➜ Project delays and disruptions caused by 
industry unrest
➜➜ Final commercial close-out of projects means 
significant cash locked up in working capital.

Essential that cash flow requirements over the life 
of a contract be considered at the tendering stage.

Close monitoring and management of outstanding 
claims and project overheads is also essential to 
mitigating liquidity risk.

High

Health, safety and environmental 
sustainability
The construction industry poses an inherent risk 
to the health and safety of employees and 
subcontractors as well as the environment.

Safety is a key priority to stakeholders due to the 
impact on lives and delivery on contracts. Safety 
incidents risk loss of productivity, skills and employee 
morale.

Health, safety and environmental issues can 
ultimately affect the reputation of companies.

Health, safety and environmental statistics have 
improved, but regular monitoring and reporting 
is required across the industry.

Medium 
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Challenges Actions required by industry Rating

Project execution
A competitive market and skill shortages place 
pressure on companies to deliver on projects.

This poses a risk to their ability to start projects 
efficiently, manage changes, manage limited resources 
and complete and hand over projects.

Implementing and monitoring project management 
procedures and policies over the lifecycle of a 
project and assigning accountability is imperative 
in mitigating the risk posed to project execution.

Medium 

Transformation
In 2007, the Department of Trade and Industry 
introduced the construction sector charter on black 
economic empowerment.

Compliance is viewed not only as socially imperative 
but also economically imperative.

Non-compliance could:
➜➜ Reduce the ability to win tenders
➜➜ Increase the likelihood of client sanctions
➜➜ Increase the possibility of penalties being imposed 
on South African projects if contractual B-BBEE 
obligations are not met.

Monitoring compliance with B-BBEE codes and 
employment equity targets is imperative in the 
South African construction industry.

Medium

Legislative and regulatory requirements
The industry is highly regulated on health and safety, 
the environment, competition, contract performance, 
taxation, labour and corporate governance.

Non-compliance could result in:
➜➜ Reputational damages 
➜➜ Imposition of penalties and fines
➜➜ Loss of licences to tender for projects.

Recent Competition Commission findings in South 
Africa have created mistrust between government 
and the sector and highlighted the negative 
reputational impact of non-compliance.

Compliance with regulatory and legislative 
requirements is imperative in preventing loss 
to a business and maintaining its reputation in 
the industry.

Low

Tender risk
The tendering process needs educated and highly 
subjective views on pricing, mark up, geological 
conditions, quality and availability of materials.

The risk is bidding and winning contracts on onerous 
terms and unacceptable commercial conditions.

Extensive risk assessment procedures need to be 
undertaken at the tendering stage of each project.

Low 

Credit risk management
Challenging conditions have resulted in corporate 
distress due to competitive pricing and margins not 
covering operating risk.

This means a higher level of credit risk exposure to 
construction companies.

Companies need to implement strict credit 
management policies and procedures to minimise 
credit risk of customers.

Low

Market review continued

Common risks identified by construction and materials companies continued
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Stakeholder relations 

Basil Read remains committed to open and honest communication with all its 
stakeholder groups, defined as those groups of people who affect and/or could be 
affected by our activities and performance. A relationship of trust and mutual 
understanding between all stakeholder groups and Basil Read is vital. 

We conducted our first perception study 
in 2014, establishing a baseline against 
which future measures can be compared. 
The primary purpose of this technique is 
to track trends and shifts in perceptions of 
Basil Read over time. It is complementary 
to any further qualitative feedback and 
contributes to a holistic perception of our 
reputation in financial markets. The survey 
targeted a representative sample of key 
analysts and investors to gauge their 

perceptions of the company on 
predetermined measures. 

Performance measures and perceptions, 
especially operational performance, 
Basil Read performance indicators and skills, 
including robust risk management within the 
company, together with risk communications, 
received the lowest average measures and 
need to be prioritised in terms of investor 
relations communications. 

Disclosure, strategies, management and 
brand perceptions were all neutral or 
positive. Basil Read’s communication was 
most favourably perceived and investors 
support our initiatives in this field.

All these concerns are being addressed in 
the 2015 stakeholder engagement plan and 
feedback from this study will be used to 
inform our strategy and more detailed 
disclosure in future reports.

Our main channels of  
interaction include:
➜➜ Face-to-face – one-on-one 
meetings, roadshows, group 
meetings, public meetings, etc
➜➜ Electronic engagement – 
website, social media, intranet, 
email and SMS
➜➜ Printed engagement – press 
releases, media briefings, 
newsletters, magazines and 
integrated reports.

Each of these groupings has 
distinct types and levels of 
involvement, often with diverse 
and sometimes conflicting 
interests and concerns.
The stakeholder groups we 
regularly interact with include:
➜➜ Clients
➜➜ Employees
➜➜ Shareholders and the broad 
investment community
➜➜ Financial institutions
➜➜ Government and local 
authorities
➜➜ Suppliers
➜➜ Partners
➜➜ Media
➜➜ Local communities and 
non-governmental organisations 
(NGOs)
➜➜ Trade unions.

Some of the top concerns  
for our stakeholder groups 
identified over the past year  
by management include  
(random order):
➜➜ Management succession 
planning
➜➜ Board composition 
(construction experience)
➜➜ Financial performance 
➜➜ Loss-making contracts
➜➜ Returns on investments
➜➜ Remuneration policies
➜➜ Health and safety of our 
employees
➜➜ Productivity of operational 
teams
➜➜ Transformation
➜➜ Governance.
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Focus area: 
desired outcome Material issue Risk Opportunity 

Progress  
in 2014

Existing risks

Regulatory Increasingly complex regulatory landscape 
– meeting new regulatory requirements and 
stakeholder expectations while supporting 
performance objectives, sustaining value and 
protecting the brand.

➜➜ Financial 
penalties
➜➜ Loss of 
required 
authorisations 
and 
accreditations
➜➜ Reputational 
damage.

Setting a 
benchmark for 
industry 
compliance.

Simplifying our 
historically complex 
operating structures 
will facilitate both 
the cost and level  
of compliance.

Following the Competition Commission 
investigations, sanctions may be imposed by 
the Construction Industry Development 
Board. 

➜➜ Penalties
➜➜ Loss of 
accreditations 
required to 
procure work.

Entrenching an 
operating culture 
that exceeds ethical 
standards for our 
industry and is at all 
times above 
reproach.

Amendments to the B-BBEE scorecard for 
the construction industry.

➜➜ Non-
compliance.

Set the standard in 
the industry.

Maintained level 2 
and assessed gaps 
against revised 
codes.

Liquidity Working capital deterioration. The inability to 
resolve claims timeously on large industrial 
projects has a direct impact on liquidity.

➜➜ Ability to 
deliver on 
projects or 
fund new 
projects.

Proactively engaging 
with clients to avoid 
claims.

Instituted revised 
(cradle-to-grave) 
approach which will 
facilitate resolving 
existing claims in the 
new financial year. 

Tendering Inadequately evaluating and pricing a tender 
enquiry and then being awarded a flawed 
contract. 

➜➜ Working 
capital
➜➜ Reputational 
damage.

Developing 
innovative solutions 
to meet complex 
and costly project 
specifications.

Revised operating 
approach to 
tendering, reflected 
in significant awards 
in the new financial 
year.

Safety and health Stability of our workforce. ➜➜ Loss of 
productivity, 
skills and 
morale.

By embedding 
world-class safety 
and health practices 
across the company, 
Basil Read becomes 
a preferred employer.

Targets for 2014:
➜➜ Disabling injury  
frequency rate 
(DIFR) – 0,00: 
actual 0,17
➜➜ Fatalities – 0: 
actual 2. 

Targets for 2015:
➜➜ DIFR – 0,10
➜➜ Fatalities – 0.

Issues, risks and opportunities

Basil Read’s risk management philosophy, framework and governance are detailed on 
page 54. The table below summarises key existing and emerging risks, and our progress 
in managing these.
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Focus area: 
desired outcome Material issue Risk Opportunity 

Progress  
in 2014

Emerging risks 

Project risk 
 

Failure to implement projects within time, 
budget and appropriate standards. 

Ineffective project management resulting in 
protracted claims resolution processes. 

➜➜ Financial 
performance
➜➜ Reputational 
damage.

Consistently meeting 
project standards 
will entrench Basil 
Read as the 
preferred partner.

Potential control 
mechanisms are 
being investigated to 
mitigate this inherent 
risk to business.

Integration Resistance to change and standardisation 
across the company on policies and procedures 
stemming from the integration initiative 
under way. 

➜➜ Loss of key 
personnel 
➜➜ Staff morale.

Streamlined 
operating cost and 
consistent standards 
across company 
operations.

Moved from group 
and subsidiaries 
structure to operating 
company with 
divisions – reducing 
cost significantly.

Securitisation Creating and issuing tradable securities, such as 
bonds, backed by income generated by an asset, 
a loan, a public works project or other revenue 
source depends on a single trading partner.

➜➜ Dearth of 
available 
finance for 
broader 
sector.

Broaden the pool of 
available sources to 
include non-
traditional sources.

Establishing 
relationships with 
non-traditional 
sources.

Major projects status

Project Project value Total contract loss Claim value Progress

TCTA R1,35 billion R365 million >R500 million Discussions ongoing with 
professional engineer and client.

Venetia R175 million R38 million R68 million Discussion with client ongoing, likely 
to proceed to contractual process.

Standerton, Platrand, 
Winburg, Petrusburg

Combined project 
value of R1,4 billion

Total combined 
project losses of 
R165 million

n/a No opportunity to recover losses.

Eskom contracts – 
Medupi and Kusile 
power stations

Buildings contracts:
➜➜ Total combined 
project losses of 
R105 million

Buildings contracts:
➜➜ R220 million

Civils contracts:
➜➜ Claims submitted – discussions 
with client ongoing, commitment 
from both parties to resolve 
amicably
➜➜ Reasonable expectation of 
recovering losses.

Buildings contracts:
➜➜ Process to agree claims has 
been tedious, but renewed 
commitment to reaching 
agreement.

Key risks for management focus include: 
➜➜ Liquidity 
➜➜ Lack of skilled labour to execute projects 
➜➜ High turnover of skilled labour
➜➜ Mismatch between double-digit margin requirement for company and single-digit margins needed to secure tenders
➜➜ Difficulty of avoiding contractual disputes with clients under fiscal pressure from supply chain management out of treasury and as such have 
no appetite to settle (regardless of entitlement) and prefer third-party decisions. This requires much management time to retain relations 
and solicit for settlements. It also means we fund many claims to a project until settlement is reached, compounding cash flow issues.
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