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Chairman and Chief Executive 
Offi cer’s Review

In the period under review Wearne continued to grow from strength to strength. After 

having successfully listed on Altx as the fi rst construction-related company the previous 

year, Wearne has once again signifi cantly surpassed all growth forecasts for this year, 

securing our position as one of South Africa’s largest suppliers of ready mixed concrete and 

aggregates. Riding the wave of a booming construction industry, Wearne remains at the 

crest through strategic decision-making with regard to supplying the growing demand for 

our products and services.

FINANCIAL PERFORMANCE
Revenue for the Group increased by an unprecedented 79% to R352,5 million (compared to 
R196,6 million in 2006). EBITDA margins improved from 15,3% in February 2006 to 16,8% 
in February 2007 and were maintained even though material shortages for the ready mix 
concrete division were experienced during the year. EBITDA increased 98% to R59,3 million 
this year (compared to R30 million in 2006).

Headline earnings increased 76% from the previous year to R25,9 million (compared to 
R14,7 million in 2006), and attributable earnings increased 65% from the previous period 
to R26,1 million (compared to R15,7 million in 2006). Headline earnings per share increased 
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35% to 19.7 cents (14.6 cents in 2006). The lower increase in headline earnings per share is 
directly attributable to the issue of 20 million new ordinary shares on 1 November 2006 to 
partly fund the W De Bruyn Sand acquisition.

Wearne acquired three sand and stone quarries from De Bruyn Sand, which was only 
incorporated in the Wearne results from January 2007. This acquisition will strengthen Wearne’s 
presence in Gauteng as well as ensure aggregate supply to the Group’s concrete operations. 
The full benefi ts of the De Bruyn acquisition will be realised in the new fi nancial year.

Total capital expenditure amounted to R217 million (compared to R27 million in 2006) and 
related mainly to the De Bruyn quarry acquisition (R135 million) as well as further investment 

in plant and delivery vehicles to meet the huge demand for the Group’s products.

OPERATIONAL REVIEW
The Group’s two operating divisions, aggregates and ready mixed concrete both increased 

turnover signifi cantly while maintaining margins. Turnover of aggregates increased by 

93% to R92 million. Ready mixed concrete turnover increased by 75% to R260 million. 

The growth in the ready mixed concrete division was a remarkable achievement in light of 

shortages in cementatious materials for periods during the year under review.

ISSUE OF SHARES
On 1 November 2006 the Group issued 20 million shares at a price of R2,70 to institutional 

investors to fund the De Bruyn Sand acquisition.

PROSPECTS
The Group will continue to grow the ready mixed concrete division organically as there is 

still ample opportunity for geographical expansion. The growth in this division will be limited 

by the availability of cement. Additional cement capacity is scheduled to be available by 

September 2008.



Growth in the aggregate division will be achieved by increasing capacity at current operations 

and acquiring additional quarries in new geographical areas. The Group also decided to 

enter into the contract crushing market by acquiring two mobile crushing plants from the 

Quarrying and Mining group. The decision was taken in light of the signifi cant increase in 

demand for road building material caused by Government’s infrastructure expansion.

In line with the Group’s expansion strategy, two further quarry operations in Tzaneen and 

Pietermaritzburg were acquired for a maximum purchase consideration of R55 million. The 

purchase considerations are subject to certain profi t warranties. The Tzaneen acquisition 

will expand Wearne’s presence in the rapidly growing Limpopo province aggregate market, 

whereas the Pietermaritzburg acquisition will strategically position Wearne to expand its 

geographical footprint to include KwaZulu-Natal. The only condition precedent which still 

has to be resolved is the session of the current mining leases with the property owners 

where these quarries are situated. We anticipate all to be in place by 1 September 2007.

In addition the Group obtained a 50% shareholding in a Bethlehem brick manufacturing 

plant in the Eastern Free State. This is the Group’s fi rst venture into brick manufacturing. 

The company will operate as Wearne Bricks (Pty) Ltd and the plan is to roll out new plants 

to all existing quarry operations.

The above mentioned expansion plans, as well as the incorporation of the De Bruyn Sand 

business into our fi gures for the full reporting period bodes well for the continued aggressive 

growth of the business. We are therefore confi dent that all growth targets will be met and 

that the Group will continue to take advantage of the favourable trading conditions.

DIVIDEND POLICY
In line with the Group’s strategic expansion policy to reinvest capital and sustain growth, no 

dividend was declared for the year.

PEOPLE
Our staff is our most valued commodity without whose enthusiasm and diligence, the 

success achieved this year would not have been possible. As Wearne grew, so did the staff, 

with the compliment of 426 last year reaching an all-time high of 717 people this year.

At Wearne we place tremendous value on every individual, and their right to safety in the 

workplace is of paramount importance to us. This year we are proud to report minimal 

injuries and no fatalities.

We sincerely thank our management team and staff for their hard    

work and dedication in assuring we achieve our targets, and    

outperform the competition. May we continue to create wealth     

for all our stakeholders.

John Wearne

Chairman and Chief Executive Offi cer
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