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ROBUST PERFORMANCE
Exxaro delivered a very strong performance for FY16 with higher net operating profit, including discontinued operations, mainly driven 
by higher coal selling prices. The income from equity-accounted investments increased substantially during the second half of the 
year, to end FY16 at R2 373 million (FY15: loss of R1 137 million). The increase can mainly be attributed to an improved performance 
from SIOC (increase of R2 312 million) as a result of a recovery in iron ore export selling prices, coupled with lower losses from the 
investment in the Tronox group (decrease in losses of R1 119 million).

The Exxaro improvement project to reduce costs and improve efficiencies achieved sustainable cost savings of R235 million in FY16.

COMPARABILITY OF RESULTS
The key transactions shown below should be taken into account to gain a better understanding of the comparability of the results for 
the two years.

Reporting 
segment Description

2016 
Rm Description

2015 
Rm

Coal ›› Termination and voluntary severance packages
›› Gains on disposal of operation (Inyanda)1

›› Gain on disposal of joint venture (SDCT)1

›› Loss on disposal of property, plant and 
equipment1

(10)
100
203
(45)

›› Termination and voluntary severance packages
›› Impairment of goodwill recognised on the 

acquisition of ECC1

›› Gain on disposal of non-core assets, property, 
plant and equipment and insurance claim 
income1

›› Impairment of property, plant and equipment 
(reductants operation)1

(110)
(1 524)

137

(225)

Ferrous ›› Termination and voluntary severance packages
›› Gain on disposal of property, plant and 

equipment1

›› Gain on disposal of subsidiaries (Mayoko iron 
ore project and related subsidiaries)1

›› Impairment of property, plant and equipment 
(FerroAlloys)1

(1)
10

670

(100)

›› Termination and voluntary severance packages
›› Gain on disposal of property, plant and 

equipment1

›› Partial reversal of previous write-off of 
financial assets

(39)
122

11

Other ›› Termination and voluntary severance packages
›› Loss on dilution of shareholding in Tronox1

›› Fair value adjustment on contingent 
consideration relating to the acquisition of ECC

(87)
(36)

(445)

›› Termination and voluntary severance packages
›› Loss on dilution of shareholding in Tronox1

›› Gain on disposal of property, plant and 
equipment and non-core assets1

›› Foreign exchange gain on US$ held for ECC 
acquisition

›› Gains on translation differences of foreign 
subsidiaries1

›› Other

(259)
(10)
17

747

1 012

(96)

Group Total net operating profit impact 259 Total net operating loss impact (217)

Coal ›› Tax on disposal of property, plant and 
equipment1

›› Excess of fair value over cost of investment 
in RBCT1

›› Post-tax share of Mafube impairment of 
property, plant and equipment1

›› Post-tax share of Mafube gain on disposal 
of property, plant and equipment1

13

35

(16)

1

›› Tax on disposal of non-core assets, insurance 
claim income and impairment1

28

Ferrous ›› Tax on impairment of property, plant and 
equipment1

›› Excess of fair value over cost of investment 
in SIOC1

›› Post-tax share of SIOC loss on disposal of 
property, plant and equipment1

›› Post-tax share of SIOC impairment of property, 
plant and equipment1

27

221

(28)

(1)

›› Post-tax share of SIOC gains on disposal of 
non-core assets and insurance claims income1

›› Post-tax share of SIOC’s impairment of 
operation1

3

(866)

TiO2 and  
Alkali  
chemicals

›› Post-tax share of Tronox restructuring costs
›› Post-tax share of Tronox gain on disposal of 

property, plant and equipment1

(9)
4

›› Post-tax share of Tronox restructuring costs
›› Post-tax share of Tronox loss on disposal of 

property, plant and equipment1

(141)
(21)

Group Total attributable earnings impact 506 Total attributable loss impact (1 214)
1	 Excluded	from	headline	earnings.
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CHAPTER 2: THE YEAR IN BRIEF (CONTINUED)

GROUP 
REVENUE AND NET OPERATING PROFIT
Group revenue increased by 14% to R20 897 million, while group net operating profit increased by 64% to R5 200 million 
(FY15: R3 173 million) mainly due to higher coal sales prices and the weakening of the rand against the US dollar in FY16. An average 
spot exchange rate of R14,69 to the US dollar was recorded for FY16, compared to R12,76 in FY15, a depreciation of 15%. Other 
contributing factors to the increased net operating profit included the following:
›› Higher contributions from the coal operations (refer coal business performance below)
›› The non-recurrence of impairments of goodwill and property, plant and equipment arising in FY15 of R1 749 million
›› A R670 million gain on disposal of the Mayoko iron ore project and its related subsidiaries in FY16
›› Lower cost in the ferrous segment due to the disposal of Mayoko iron ore project. 
›› Offset by the non-recurrence of gains in FY15 relating to:

›› Unrealised foreign exchange profits recorded on US dollar held for the ECC acquisition
›› Translation differences recycled to profit or loss on liquidation of foreign subsidiaries

›› R445 million loss on the fair value adjustment recognised in FY16 relating to the contingent consideration which relates 
to the ECC acquisition.

EARNINGS
Earnings, which include Exxaro’s equity-accounted investments in associates and joint ventures, were R5 679 million 
(FY15: R296 million) or 1 600 cents per share (FY15: 83 cents per share).

Headline earnings were 185% higher at R4 621 million (FY15: R1 623 million) or 1 302 cents per share (FY15: 457 cents per share).

CASH FLOW AND FUNDING
Cash flow generated by operations increased by R1 023 million to R5 549 million (FY15: R4 526 million) and was sufficient to cover 
capital expenditure of R2 780 million, dividends of R625 million, net financing charges of R459 million and tax of R547 million.

Total capital expenditure increased by 16% or R390 million, consisting of a R750 million increase in expenditure on sustaining and 
environmental capital (stay-in-business capital) offset by a R360 million decrease in expenditure on new capacity (expansion capital).

Dividends received of R748 million (FY15: R1 341 million) consisted of R450 million (FY15: nil) from Mafube (a joint venture with Anglo), 
and R298 million (FY15: R668 million) from our investment in Tronox. No dividends were received from SIOC in FY16 
(FY15: R673 million).

DEBT EXPOSURE
Net debt at 31 December 2016 was R1 322 million, compared to R3 012 million at 31 December 2015. This equates to a net debt to equity 
ratio of 3,8% (8,8% at 31 December 2015). Exxaro’s capital structure remains robust and the R8 billion term loan facility was 
successfully refinanced at attractive terms, despite Standard & Poor’s downgrading of Exxaro’s domestic credit rating to zaBB+/zaB.

In January 2017, the specific repurchase by Exxaro of Exxaro’s ordinary shares from Main Street 333, to the value of R3 524 million, 
was effected using cash generated from Exxaro’s own operations.

COAL BUSINESS PERFORMANCE
The fourth quarter of 2016 saw a surge in the international coal price as China reduced its coal production due to the 276-day cap 
on production, and prices more than doubled compared to January 2016 index levels. Exxaro also had good international demand.

Export volumes increased from 6,18Mt to 7,86Mt, mainly as a result of the additional volumes from ECC, but offset by the sale of 
Inyanda. The group realised an average export price of US$50 per tonne in both FY16 and FY15.

Trading conditions in the domestic market improved during the second half of 2016 as some producers found the export market more 
attractive due to strong international thermal coal prices in the fourth quarter of 2016. Exxaro experienced strong demand for its 
products in the domestic power generation, steam coal, metals and reductants segments.

REVENUE AND NET OPERATING PROFIT
Coal revenue was 14% higher than in FY15. The increase in revenue from commercial mines was due to higher prices while sales 
volumes were in line with FY15. Volumes lost due to the closure of Inyanda were countered by the inclusion of ECC for the full year.

Net operating profit of R5 166 million (FY15: R2 574 million) represents an increase of 101%, at an operating margin of 25%, compared 
to FY15, mainly due to:
›› Impairment of goodwill in 2015 which arose on the acquisition of ECC (R1 524 million)
›› Higher prices (+R931 million)
›› Lower buy-in prices from Mafube joint venture (+R441 million)
›› Inclusion of ECC for the full year (+R429 million)
›› Impairment of property, plant and equipment of the reductants operation in FY15 (+R225 million)
›› Gain on the restructuring of SDCT shareholding (+R203 million)
›› Exchange rate variances due to the weakening of the local currency against the US dollar (+R111 million).
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COAL BUSINESS PERFORMANCE (CONTINUED)
Partly offset by:
›› Scope changes on environmental rehabilitation provisions (–R417 million)
›› Inflation (–R342 million)
›› Closure of Inyanda (–R202 million)
›› Higher distribution price (–R167 million)
›› Higher depreciation (–R95 million).

FERROUS BUSINESS
NET OPERATING PROFIT
Net operating profit increased by R872 million to R566 million in FY16 from the R306 million loss reported for FY15. The increase is 
mainly as a result of a R670 million gain on the disposal of the Mayoko iron ore project and related subsidiaries, cost savings due to 
scaling down activities in the RoC offset by a R100 million pre-tax impairment of the ferrosilicon plant at FerroAlloys. The decision to 
impair the ferrosilicon plant was based on lower demand from major customers as well as our current view of securing new contracts 
in future.

EQUITY-ACCOUNTED INVESTMENT
The increase in equity-accounted income from SIOC is largely attributable to the increase in export iron ore prices in FY16, a 
R221 million excess of fair value over the cost of the investment which arose due to a 0,64% increase in Exxaro’s shareholding 
following the unwinding of SIOC’s employee ownership scheme in FY16, as well as Exxaro’s share of the impairment charge amounting 
to R866 million which was included in FY15. No dividends were received from SIOC in FY16 (FY15: R673 million).

TiO2 AND ALKALI CHEMICALS
EQUITY-ACCOUNTED INVESTMENT
Equity-accounted losses from the Tronox investment decreased from R1 503 million in FY15 to R384 million in FY16. This was mainly 
due to tax benefits realised on an organisational restructuring which occurred during the latter part of the year, a reduction in 
restructuring costs as well as net realisable value adjustments on inventory which were released through profit or loss.

Tronox continued its dividend declaration during the year; however, at a rate of US$0,25 per share for the first quarter of 2016 (final 
2015 dividend) and US$0,045 per share for the remainder of the year (FY15: US$0,25 per share per quarter).

On 21 February 2017, Tronox entered into a definitive agreement to acquire the TiO
2
 business of Cristal (also known as The National 

Titanium Dioxide Company Limited) for US$1 673 million cash and shares, representing a 24% shareholding in the enlarged company. 
As Tronox’s largest shareholder, Exxaro intends to vote its shares in favour of the proposed transaction.

Exxaro’s board has determined that it will explore available alternatives to sell its Tronox shares in a thoughtful, efficient and staged 
process over time to focus on its core activities.

ENERGY
EQUITY-ACCOUNTED INVESTMENT
Equity-accounted income from Cennergi, a 50% joint venture with Tata Power, amounted to R3 million for FY16 (FY15: loss of 
R53 million) mainly due to the two windfarm projects being brought into commercial operation. The windfarm projects, Amakhala 
Emoyeni and Tsitsikamma Community Wind Farm both achieved Commercial Operation Date during the third quarter of FY16 and 
started earning revenue from electricity supplied into the national grid.

BROAD-BASED BLACK ECONOMIC EMPOWERMENT
Exxaro supports transformation through, inter alia, economic empowerment ownership and strongly believes that the proposed 
replacement BEE transaction (as announced on SENS dated 22 November 2016) has a greater ability to create wealth through its 
reduced risk profile, which contributes to sustainable empowerment. The new proposed structure is less risky and more flexible which 
is important in a cyclical industry. Exxaro learned valuable lessons from the previous empowerment transaction and aims to create 
sustainable value for the BEE shareholders. A sustainable ownership structure is in the best interest of BEE shareholders, minority 
shareholders, the company, employees and our communities.

Exxaro remains of the view that a transaction at the listed level is appropriate to ensure flexibility, a well-capitalised funding package 
for the new empowerment vehicle, while also allowing our strategic BEE shareholders to significantly participate in Exxaro. Our 
benchmarking indicated the proposed cost of the replacement transaction is below market norms but we could potentially implement 
a further specific share repurchase from Main Street 333 to act as a further anti-dilutive measure.

Current contracts with Eskom are not affected by the decision to reduce our BEE shareholding.
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CHAPTER 2: THE YEAR IN BRIEF (CONTINUED)

SHAREHOLDER RETURN
Our dividend policy is based on a cover ratio of between 2,5 and 3,5 times core attributable earnings. While our target has been to 
move towards a 2,0 times core earnings cover, we are cognisant of the environment in which we operate and our stakeholders’ needs. 
We continuously review this policy to ensure our dividend payouts are sustainable.

As such we were able to declare a final dividend of 410 cents for FY16, bringing our total FY16 dividend to 500 cents per share.

KEY PERFORMANCE INDICATORS

20161 20152 20143 20134 20125 20115 2010 20096 20087 20077

Selected ratios
Net financing cost cover:EBITDA Times  9  9  36  10  11  22  9  7  9  6 
Return on equity (ROE):attributable 
earnings %  16  57  14  16  19  36  34  19  32  14 
Return on capital employed (ROCE) %  24  12  14  19  27  44  38  25  34  20 
Return on net assets (RONA) %  22  11  14  19  27  43  42  28  39  24 
Operating margin %  25  27  15  19  43  20  15  2  19  14 
Net debt/(cash):equity %  4  9  3  20  18  (1)  13  29  18  31 

Share statistics
Total shares in issue at 31 December Million 358  358  358  358  358  354  358  357  355  353 
– Mpower/Mpower 2012 Million 2  3  3  3  3  11  11  11  11 
– Ordinary Million 356  355  355  355  355  354  347  346  344  342 
Diluted WANOS Million 357  356  355  355  354  348  347  345  343  341 
WANOS Million 355  355  355  356  355  353  361  358  361  355 
Share price at 31 December R 89,50  44,04  103,50  146,46  169,00  168,00  136,24  104,50  71,90  103,45 
Market capitalisation at 31 December Rbn 32  16  37  52  60  60  49  37  26  37 
Net asset value per share R 100  99  96  102  81  68  50  37  38  29 
Dividend cover8 Times  3,20  0,55  3,18  5,47  2,75  3,00  1,48  2,65  2,62 
Dividend cover (core) Times  2,91  2,80  2,92  2,63  2,61  2,62  3,00  3,56  2,65  2,62 
Dividend per share Cents 500  150  470  550  500  800  500  200  375  160 
– Interim Cents 90  65  260  235  350  300  200  100  175  60 
– Final Cents 410  85  210  315  150  500  300  100  200  100 

Other financial information
Capital commitments
– Authorised and contracted Rm  2 333  2 162  2 887  4 204  6 283  8 029  6 475  3 550  889  450 
– Authorised but not yet contracted Rm  3 500  1 376  2 160  2 826  4 208  2 413  2 490  1 420  2 711  1 278 
– Operating lease commitments Rm  780  152  135  212  18  59  132  92  77  126 
Guarantees and contingent liabilities Rm  6 907  7 378  2 609  2 066  1 055  1 197  1 007  717  587  201 
Finance lease liabilities Rm  49  189  268  260  254  244 
Share-based payments expenses Rm  269  186  6  313  131  165  145  91  84  105 
– SARs, LTIP, DBP, etc Rm  152  79  (101)  222  87  138  115  61  72  59 
– Mpower/Mpower 2012 Rm  117  107  107  91  44  27  30  30  12  46 
Executive directors’ remuneration Rm  48  39  15  37  23  27  23  16  32  30 
1	 	2016	excludes	the	impairment	of	the	ferrosilicon	plant	of	R100	million	(pre-tax)	as	well	as	the	gain	on	disposal	of	joint	venture	of	R203	million.
2	 	2015	excludes	the	impairment	of	goodwill	realised	on	the	purchase	of	ECC	of	R1	524	million	as	well	as	an	impairment	of	the	reductants	operation	net	

of	tax	of	R162	million	from	earnings.
3	 2014	excludes	the	impairment	on	the	Mayoko	iron	ore	project	of	R5	803	million	from	earnings.
4	 2013	excludes	the	profit	on	sale	of	Zincor	of	R964	million	and	the	net	impairment	charge	of	R43	million	where	applicable.
5	 2012	and	2011	exclude	the	impact	of	impairments	and	other	non-recurring	transactions.
6	 2009	excludes	the	impact	of	R1	435	million	impairment	of	the	KZN	Sands	assets.
7	 2008	and	2007	include	Namakwa	Sands	and	Black	Mountain’s	26%	interest	as	if	effective	from	January	2007.
8	 The	declaration	of	the	2014	dividend	was	based	on	cash	attributable	earnings.
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OUTLOOK1

Supportive market conditions are expected in 2017 for most of Exxaro’s chosen coal market segments compared to 2016, both 
domestically and internationally. Exxaro is confident that the strength of the diversified coal product portfolio will create new 
opportunities in this environment.

Exxaro expects an improvement in the operational results of the coal business in 2017 based on:
›› Stable trading conditions in domestic markets
›› Higher international coal prices compared to 2016
›› Our operational excellence process delivering further results
›› Technology and innovation improvements.

The rand exchange rate against the US dollar is expected to remain volatile for most of 2017 due to the combination of significant 
event risks and volatility in the US dollar.

The performance of the investment portfolio (SIOC and Tronox) is currently expected to be positively influenced by a favourable 
commodity price outlook for 2017.

1	 	Financial	forecasts	and	data	given	herein	are	estimates	based	on	the	reports	prepared	by	experts	who	in	turn	relied	on	management	estimates.	Undue	
reliance	should	not	be	placed	on	such	opinions,	forecasts	or	data.	No	representation	is	made	as	to	the	completeness	or	correctness	of	the	opinions,	
forecasts	or	data	contained	herein.	Neither	the	company,	nor	any	of	its	affiliates,	advisers	or	representatives	accept	any	responsibility	for	any	loss	
arising	from	the	use	of	any	opinion	expressed	or	forecast	or	data	herein.	Forward-looking	statements	apply	only	as	of	the	date	on	which	they	are	made	
and	the	company	does	not	undertake	any	obligation	to	publicly	update	or	revise	any	of	its	opinions	or	forward-looking	statements	whether	to	reflect	
new	data	or	future	events	or	circumstances.


