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“The group delivered a reasonable result from its core 
construction operations, despite persistent margin pressure 
on divisions exposed to the mining sector. We have not 
achieved our revenue growth target of 10%, but this has 
allowed the operational teams time to consolidate after 
the significant growth achieved last year.” CHARLES HENWOOD

THE CFO’S 
FINANCIAL REVIEW
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The group delivered a reasonable result from its core construction operations, despite persistent margin pressure on divisions 
exposed to the mining sector. This was, however, negated by a disappointing performance from within the construction 
materials segment, which stemmed from significant impairments in respect of the pipe factory in Mozambique, as well as 
poor trading results in general. Together, these resulted in an overall decrease in earnings per share of 31% for the year, 
while headline earnings per share, which excludes the impact of the impairment, increased marginally by 1,9%. On a positive 
note, headline earnings per share from continuing operations increased by 11,4%, which formed part of the basis to maintain the 
gross dividend of 368 cents payable to shareholders. 

KEY FINANCIAL INDICATORS 
Target

%
2014

%
2013

%

Revenue growth 10 8,4 32,9
Operating margin 4 to 6 4,0 3,9
Return on equity 20 14,4 14,3

SUMMARISED FINANCIAL PERFORMANCE % change 2014 2013

Revenue 8,4 25 777 23 773
Operating profit before non-trading items (R’m) 10,2 1 035 939
IFRS 2 share-based payment (R’m) (33) (25)
Net finance income (R’m) 113 116
Share of profits and losses in associates (R’m) 11 (15)
Loss from discontinued operations (R’m) (527) –
Effective tax rate (%) 30 33
Earnings per share (cents) (31) 764 1 104
Headline earnings per share (cents) 1,9 1 173 1 151
Earnings per share (cents) – continuing operations 15,4 1 275 1 104
Headline earnings per share (cents) – continuing operations 11,4 1 282 1 151
Dividend per share (cents) – 368 368

Revenue
We have not achieved our revenue growth target of 10% in the current year; this, however, allowed the operational teams time to 
consolidate after the significant growth of 32,9% achieved in FY13. Static growth of 3,2% achieved by the Construction divisions 
of the group improves to 8,4% when combined with the revenue in respect of continuing operations from the Construction 
materials division. Growth from Africa of 6,9% (FY13: 16%) relates to good growth from the Africa Building division, but was 
negatively impacted by a decline in available mining projects, particularly in West Africa. In Australia, a marginal decline in 
revenue of 2% in Dollar terms improves to 2% growth in Rand terms, following further Rand weakness during the year. Revenue 
from discontinued operations amounted to R484 million. 

Operating margin 
The overall operating margin of 4% is within the target range of the group of 4% to 6%, but remains at the lower end, a result of 
declining margins from the Civil engineering and Roads and earthworks divisions, as well as the poor trading performance from 
the construction materials segment. Local building margins have, however, improved, positively affected by the performance of 
the Kathu project in the second half of the year, and the Australian margin increased to 2%.

IFRS 2 share-based payment
This year, a further 1 238 000 Akani shares were issued to 695 eligible employees. This brings to 2 173 the total number of 
employees currently participating in the scheme. This is the second year there has been a significantly large issue due to more 
employees being eligible for shares. The expense relating to the new issue was apportioned for a period of 10 months in the 
current year.

Net finance income
Net finance income is broadly in line with that of the prior year and incorporates interest received from financial institutions 
in respect of positive cash balances, interest received and accrued in relation to mezzanine financing arrangements, interest 
received and paid in respect of the South African Revenue Services and interest paid to financial institutions in respect of 
asset finance.

Taxation
As a group, we are subject to varying tax regimes, each with its own compliance requirements. As revenue authorities become 
more stringent in their enforcement of tax compliance, the tax practices and tax compliance of the group are submitted to 
regular scrutiny from tax officials. In addition to consulting with the local tax specialists in each regime, we have strengthened 
our internal tax team in recent years to better mitigate the additional tax risks presented and to ensure continued compliance. 
The effective tax rate of 30% is a result of foreign taxes raised in higher tax rate jurisdictions and withholding taxes levied on 
dividends repatriated during the period.
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BUSINESS COMBINATIONS
2014
R’m

Non-current assets 808
Current assets 871
Non-current liabilities (135)
Current liabilities (837)

Identifiable net assets 707
Fair value of previously held interest (379)

Non-controlling interests recognised (337)
Goodwill 9

On 1 July 2013, Capital Africa Steel (CAS) acquired 10,0% of its share capital for an amount of R15,9 million through a share 
buy-back transaction with the result that the shareholding of the group increased from 50,0% to 55,6%. Revenue and profit 
before tax in respect of the continuing operations of CAS included in the results of the group to 30 June 2014 amount to 
R1,3 billion and R4,2 million, respectively, as well as the loss of R527 million from discontinued operations.

DISCONTINUED OPERATIONS
2014
R’m

Revenue 484

Operating loss before non-trading items (66)
Impairment of property, plant and equipment (360)
Loss on disposal of operations (40)
Onerous contracts (35)

Operating loss (501)
Share of associate profits 5
Net finance costs (31)

Loss from discontinued operations (527)

The shelving and racking businesses, Symo Steel (a division within CAS) and Krost (Pty) Ltd have been reported as discontinued 
operations, following their disposal during the year. Capital Star Steel and Dywidag Systems International (DSI), both of which 
are in the process of being sold, are also included. 

The R360 million impairment is in respect of the pipe factory in Mozambique and combined with a provision of R35 million in 
respect of onerous contracts, comprises a significant portion of the overall loss of R527 million. The profit from associates of 
R5,2 million relates to DSI.

PROPERTY, PLANT AND EQUIPMENT

Approved
2015
R’m

Actual
2014 
R’m

Actual
2013 
R’m

Property, plant and equipment 2 163 1 950

Capex
Plant and vehicles:

Replacement 193 277 218
Expansion 48 83 279

241 360 497

Property and other equipment:
Replacement 16 86 44
Expansion 21 38 57

37 124 101

Total 278 484 598

The carrying amount of property, plant and equipment increased from R1,9 billion to R2,1 billion, mainly due to the consolidation 
of CAS. Capital expenditure in the current year is weighted heavily toward the replacement of plant in accordance with the plant 
philosophy of the group. A budget of R278 million has been approved for FY15; R209 million in respect of replacement and 
R69 million in respect of expansion, which takes cognisance of current market conditions. 
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CASH BALANCES
2014
R’m

2013
R’m

Cash and cash equivalents 2 757 3 336
Bank overdraft (116) –
Cash generated from operations 797 1 584

Cash balances have declined by 17% to R2,6 billion due to the impact of the consolidation of CAS and investment in working 
capital of R345 million, largely in respect of a rain-delayed project incorporating milestone payments within one of the 
construction divisions of the group and revised creditor payment terms in Australia. Cash balances of R1,1 billion are held in 
South Africa, a decline of R532 million from FY13, and R1,4 billion is held offshore, of which R910 million is held in Australia.

The following graph illustrates the movement in cash through the year. In addition to the R797 million generated from operations, 
R61 million in net finance income was earned on cash balances, R548 million was spent on taxes and R265 million was distributed 
to shareholders. The R498 million utilised in investing activities relates mostly to the purchase of plant and equipment and 
acquisition of non-controlling interests during the year. R186 million serviced the asset-based finance facilities. The overdrafts 
in respect of the discontinued operations are included with the liabilities of the disposal groups on the face of the statement of 
financial position. As a result, these are added back in the cash flow statement to arrive at the actual cash and cash equivalents 
and overdraft balances presented.
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EQUITY MOVEMENTS 2014 2013 

Ordinary share capital and reserves (R’m) 4 591 4 423
Return on equity (%) 14,4 14,3

The following graph illustrates the various movements through equity, which resulted in share capital and reserves increasing by 
3,8%. The return on equity (ROE) of 14% achieved remains below the target of the group of 20% due to operating margins at the 
lower end of the group target range and a need to maintain healthy cash balances in the current low interest rate environment. 
The balance sheet is regularly evaluated against all variables to determine the optimal structure.
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LIABILITIES 
2014
R’m

2013
R’m 

Long-term liabilities 185 161
Net current liabilities (excluding cash) 1 143 1 973
Guarantees issued to third parties (contingent liabilities) 6 568 4 718

The low interest rate environment, together with particularly favourable rates negotiated on certain asset-based finance facilities, 
has resulted in increased utilisation of these facilities in recent years. 

The decline in net current liabilities, excluding cash, relates to a change in the creditor payment policy of Probuild in Australia, as 
well as an increase in amounts due from customers in respect of the rain-delayed milestone payment project discussed previously.

Guarantees issued to third parties have increased by R1,8 billion due to greater bonding requirements from large-scale retail 
projects in Australia and the consolidation of CAS.

NON-CONTROLLING INTERESTS AND GOODWILL
2014
R’m

2013
R’m 

Goodwill 645 583
Impairment of goodwill 0,4 9
Contingent purchase consideration refunded – 10
Non-controlling interests 274 152

R’m

FINANCIAL
REVIEW CONTINUED
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The increase in goodwill is due to the translation effects of the weakening Rand against the Australian Dollar and R9 million 
recognised in respect of the conversion of CAS to a subsidiary. The impairment of goodwill relates to the remaining goodwill 
in WBHO CARR (Pty) Ltd.

The increase in non-controlling interests to R274 million is again the result of the consolidation of CAS. The interest of the group 
in Probuild increased by 1,9% following a buy-back of shares from minority shareholders, while Probuild also acquired an 
additional 24% interest in Monaco Hickey. Debit amounts of R39 million were recognised in equity, which represents the excess 
of the purchase prices over the fair value of the equity interests acquired.

NCI ACQUISITIONS
Date 

acquired
% 

acquired
Purchase price

R’m 

Probuild 16 July 2013 0,35 4,8
Probuild 7 Aug 2013 1,56 21,4
Monaco Hickey 31 May 2014 16 7,1
Monaco Hickey 30 June 2014 8 5,5

SHARE PRICE PERFORMANCE AND MARKET CAPITALISATION
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The closing share price at 30 June 2014 amounted to R127,98, which represents an 18% decrease when compared to the prior 
year share price of R155,15. The market capitalisation of the group decreased by R1,8 billion to R8,4 billion. The share price 
does, however, continue to outperform the Construction and Materials Index over the medium term. 

APPRECIATION
I would like to extend sincere thanks and appreciation to the members of my financial teams, who continue to provide me with 
their unwavering support, as well as to all of our stakeholders, who contribute to the continuing success story that is WBHO.

Charles Henwood
Chief Financial Officer


