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PERFORMANCE AGAINST
STRATEGIC OBJECTIVES

Kumba’s full year results reflect continued volatile market conditions. During 2016 
Kumba’s realised FOB iron ore price recovered to an average of US$64/tonne resulting 
in a 13% increase in revenue to R40.8 billion. Operating profit increased by 78% compared  
to 2015.

2017 OUTLOOK
Resetting the cost base, stabilising operating performance and improving financial health, has made Kumba more 
resilient and better positioned to cope with volatile market conditions. Improving productivity, alongside ongoing 
strict capital discipline and the realisation of appropriate pricing for Kumba’s high-quality products are very 
compelling levers to generate attractive returns with low risk for shareholders. The core focus for 2017 will be to 
step up these initiatives from current levels, supported by the Operating Model and technology improvements, in 
order to realise the full potential of the assets, provide confidence in delivery and enhanced profitability.

FOCUSED EXCELLENCE

INCREASED REVENUE 
(2015: R36.1 billion)

R40.8 billion
MINING COSTS DECREASED BY 

17% in real terms
HEADLINE EARNINGS
(2015: R3.8 billion) 

R8.7 billion
SETTLEMENT AGREEMENT REACHED 
WITH SARS

 SISHEN 21.4% RESIDUAL MINING 

RIGHT GRANTED
Image: Sishen haul truck operators at a Komatsu 960E haul truck 
at Sishen mine.  Sishen mine’s fleet of haul trucks ensures the 
efficient hauling of waste and ore. 
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STRATEGIC FOCUS AREA

1. WHERE TO PLAY

We are maintaining our focus on the Northern Cape as the foundation for ensuring our immediate 
sustainability and meeting our longer-term growth ambitions. In addition to implementing 
measures to extend the life of our current mines, we are also looking to compete through premium 
products and differentiated customer relationships, with the aim of maximising the price premium 
we unlock through our superior product. 

Focus on the 
Northern Cape

We will focus on the 
Northern Cape, as the 

region contains the most 
attractive ore bodies for 
both current operations 

and targeted brownfields 
exploration

We will be maintaining our focus on the Northern Cape region as it contains the most attractive ore bodies 
for both current operations and targeted brownfields exploration, providing the necessary foundation to 
ensure our immediate sustainability and meet our longer-term growth ambitions.  

We have been deepening our understanding of the full potential of the Northern Cape region through our 
application of leading-edge exploration technologies. We believe that over the long term, current production 
levels could be sustained through development in the Northern Cape, unlocking the region’s full potential 
through our Kolomela extension activities, and realising targeted opportunities for joint ventures and 
acquisitions of appropriate rights. 

The Sishen mine’s future potential is dependent on the Company’s success in identifying and/or developing 
beneficiation methodologies to beneficiate low-grade haematitic iron ore material. Reasonable prospects 
for eventual economic extraction must still be proved via project studies, especially considering beneficiation 
methodologies and market requirements, which are at pre-concept level at this point in time.  

Extend life of 
current mines 

We will extend the life of 
current mines through 

low-grade projects, using 
UHDMS technology to 
produce more ore and 

less waste 

The Sishen area has significant low-grade potential that unlocks further ultra-high density medium 
separation (UHDMS) production opportunities, while the Central and Kolomela areas and surrounds have 
significant dense medium separation (DMS)/direct shipping ore (DSO) potential. This can be achieved by 
evaluating all possibilities to extend the reserve life of our current mines based on our understanding of the 
geology and through exploration programmes around our Sishen and Kolomela operations. 

Short-term opportunities include:
■■ Optimising resources and utilising on-lease resources to grow Kolomela to produce above 14 Mtpa; 

Extending the Kolomela reserve life with adjacent resources around the operation. 

Medium- and long-term opportunities for extending the life of current mines include:
■■ Using our proven UHDMS technology to treat the significant volumes of low grade material available at 

Sishen to produce more ore and less waste, and to extend Sishen’s life beyond 2030; first production is 
expected by 2020, and is expected to add 2 Mtpa over Sishen’s life of mine.
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PERFORMANCE AGAINST
STRATEGIC OBJECTIVES CONTINUED

Compete through 
premium products and 
differentiated customer 

relationships

Due to the geographical and geological nature of our operations, we are not able to compete with the big 
iron ore producers in terms of volume. We have thus chosen to compete by maximising our price premium 
and maintaining differentiated customer relationships through the supply of premium products. Different 
customers value different aspects of our iron ore. By understanding the technical needs of our customers, 
we are able to offer them our niche products. 

The highest quality and most important iron ores for steelmaking are haematite (Fe2O3) and magnetite 
(Fe3O4). Haematite is the more sought-after ore and the preferred raw material in efficient steelmaking 
mills. Our iron ore reserves are all of high-quality haematite allowing us to produce both high-quality 
lump (64.0% Fe) and high-grade sinter fines (63.5% Fe) for the domestic and export markets. We are 
unique in that we are primarily a lump ore producer with a product of recognised exceptional chemical 
and metallurgical quality. 

Maintain optionality to 
grow in West and Central 

Africa when the price 
recovers

From a long-term growth perspective, given the declining endowment base in South Africa we recognise 
the need to maintain the optionality of accessing ore-bodies elsewhere in Africa when the price recovers. 
After a diligent targeting process, we have identified a list of opportunities that have the potential to provide 
Kumba with this longer-term optionality. We are maintaining a watching brief on this list to ensure that we 
remain in a position to engage these targets should it become viable.  

Image: Load and haul truck operations in the Leeuwfontein pit at Kolomela mine. 
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2. HOW TO WIN

Our second strategic focus area relates to how we deliver on our ambitions. We have identified 
and prioritised a key set of activities aimed at extracting maximum value from the ore body, by 
optimising production, investing in step-change technology and increasing operational efficiencies 
through implementation of the new operating model. 

Redesign mine pits to 
extract maximum value

We redesigned the Sishen 
and Kolomela mine pits to 
extract maximum value 

from the ore body in a 
lower price environment, 

and we will optimise 
production in line with 

the available rail capacity 
on the Sishen/Kolomela-
Saldanha iron ore export 

channel (IOEC)

We have redesigned the Sishen and Kolomela pits to extract maximum value from the ore bodies in 
a lower price environment. This is in line with our strategy to focus on value (cash generation) over 
volume to safeguard the mines’ viability at lower prices. 

■■ At Sishen, the pit has been reconfigured in 2015 to a lower cost shell design over the reserve life and as a 
result mining activities, equipment requirements and people structures have been adjusted accordingly. 
The mine is expected to produce ~ 27 to 28 Mt of iron ore and ~150 to 160 Mt of waste. This will result in 
an increase in the strip ratio to around four, over the medium term. During 2017 we will target an average 
improvement of 20% in mining equipment efficiencies. The mine has built stockpiles and contractor 
capacity is in place to mitigate risks in delivery. Sishen mine will continue to explore opportunities to feed 
the plants from secondary sources.

■■ At Kolomela, mining is now concentrated in the Leeuwfontein and Klipbankfontein pits with re-opening of 
the Kapstevel pit in 2017.  Kolomela is expected to exceed production of ~13 to 14 Mtpa in 2017, with 
further improvements in plant efficiency and throughput rates delivered by the Operating model. The ramp 
up of the DMS modular plant is expected to be completed in 2017 and will add 0.7 Mtpa.  Waste guidance 
remains at 50 Mt to 55 Mt with an average strip ratio of ~3.9 in the medium term and the average  life of 
mine strip ratio of 3.8.

Sustainably operate 
mines at a lower unit cost
We will sustainably operate 
Sishen and Kolomela at a 
lower unit cost to remain 

competitive through a lean 
support structure and core 
cost base and a step-up in 

productivity 

We aim to sustainably operate our mines at a lower unit cost to remain competitive through a lean 
support and core cost base and a step-up in productivity.   

Kumba will maximise the return potential of its assets through productivity initiatives and using the Operating 
Model while maintaining strict cost discipline, these initiatives will:
■■ Increase mining efficiencies
■■ Improve geological confidence and mine to plan compliance
■■ Build buffer stockpiles
■■ Enhance plant efficiencies
■■ Maintain the focus on product quality

 
Kumba will aim to keep Sishen’s unit cash cost growth below mining inflation and offset higher mining 
volumes through productivity improvements and strict cost management given the higher waste 
requirements for 2017 of ~ 150 to 160 Mt.
Kolomela’s unit cash costs are likely to increase principally due to the commissioning of the DMS modular plant.

DRIVING LOWER UNIT COSTS: OUR 2016 PERFORMANCE
During the year strict cost discipline continued to deliver meaningful results:
  Restructuring of Sishen mine to a lower cost pit shell and increased productivity at Kolomela lowered costs by US$4/tonne
  Reduction in capex due to reconfiguration at Sishen realised savings of US$8/tonne
  Price realisation lowered the breakeven price by US$7/tonne
   Impact of the section 189 at Sishen mine increased costs with once-off US$2/tonne
  Total uncontrollable costs (mainly currency) declined by US$3/tonne

 
With these savings Kumba achieved an all-in average cash breakeven price of US$29/tonne compared to US$49/tonne in 2015, 
lower than the bottom of the guided range of US$32 to US$40/tonne.
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PERFORMANCE AGAINST
STRATEGIC OBJECTIVES CONTINUED

Use technology to extract 
maximum value from ore

We will focus on step-
change technology to 

extract maximum value 
from ore

Technology remains an important lever to improve safety, efficiencies and resource utilisation. Our 
immediate focus is on using proven ultra-high DMS technology to beneficiate ore as low as 40% Fe. Over 
the longer term, alternative concentrate technologies could treat ore as low as 30% Fe, thereby lowering 
the cut-off grade and sustain Sishen post its current mine life.  

We are currently implementing a technology roadmap that seeks to accelerate the adoption of 
technology to improve safety, efficiency and resource utilisation, in the process delivering greater value 
to all stakeholders. 

The roadmap has been divided into three different horizons: 
■■ Implementing the best possible technologies available today to improve safety, help operators to maximise 

productivity and efficiencies while driving down costs and optimising the value chain (one to four years)
■■ Removing people from harm, building integrated autonomous operations and implementing real-time 

efficiency management (four to eight years)
■■ Smart mining in the future, which incorporates clean and sustainable mining using the latest 

technological advancements (+eight years)

Over the past two years, the team has aggressively implemented new technology at Sishen and Kolomela. 
Recent successes include: 
■■ The use of high-tech geophysical modelling techniques that have improved our understanding of where 

best to look for new deposits in the Northern Cape
■■ The conversion of drilling equipment to full automation at Kolomela, improving drilling efficiency and the 

quality of drilled holes, lowering drilling costs and improving safety by limiting dust and noise exposure 
for operators  

■■ Implementing advanced process control (APC) at Kolomela, contributing to an increase in plant throughput 
and a 2% increase in the lump:fine ratio

■■ Dispatch modular upgrades at Sishen and Kolomela  
■■ Assessing beneficiation technologies for application to ultrafine material to unlock value from what was 

previously regarded as waste material to saleable grade  

Implement the Kumba 
Way of Work

We will implement the 
Operating Model to ensure 
the right people are in the 
right roles to produce the 
right outcomes through 
effective processes and 

systems

The ‘Kumba Way of Work’, is a structured management system underpinned by the Operating Model, 
that provides a sequenced and repeatable set of work steps that guide people to achieve the intended 
purpose of their team’s work in the most efficient manner. By assisting in achieving stability, reducing 
variation and providing clarity, the Operating Model is a critical element of our cost-cutting drive across the 
business. 

During 2016 the Operating Model implementation schedules were updated and revised for both Kolomela 
and Sishen to account for the delays experienced in the first half of the year as a result of the restructuring 
at both mines. The new schedules are extremely aggressive and will require diligence in their execution. 
The immediate focus for Kolomela has been on stabilising the plant and implementing work management 
in the heavy mobile equipment (HME) section. The focus at Sishen has been on work management 
implementation in the HME section and throughout the rest of mining. 
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3. KEY ENABLERS

Delivering on our strategic commitments on ‘where to play’ and ‘how to win’ requires a 
strong focus on our key strategic enablers. This includes reinforcing our reputation across all 
stakeholder groups, aligning our marketing and operational activities, demonstrating leadership 
on responsible citizenship, displaying care for safety, health and the environment, and providing 
extensive support to our employees to help them through the Kumba change journey. 

Align marketing and 
operational activities
We will align marketing 

and operational activities 
to ensure that product 

produced efficiently 
matches sales needs 

By understanding our clients’ expectations we are able to develop and deliver the appropriate high-
quality products, allowing us to strengthen our relationships with clients and consolidate our position in an 
increasingly competitive global market. We undertake customer segmentation studies to understand which 
of our customers value particular physical and/or chemical properties in our products. Together with mine 
planning information, we use this information to tailor our product specifications to better match customer 
demands. 

Our approach to producing ore for the export market at our Sishen and Kolomela mines is outlined in the 
following diagram: 

Sishen mine Kolomela mine

PRODUCING ORE FOR THE EXPORT MARKET

DMS plant uses a 
sink-float process 

to separate ore 
from waste

Jig plant uses 
pulsating technology 

to remove waste 
material from the ore

Process A Process B

Dry crushing and screening employed 
to produce lump and fine direct shipping ore

Process C

Ore from Sishen and Kolomela mines 
is railed to Saldanha Bay to be combined 
into Kumba’s high-grade export products 

that have a high iron content, superior 
physical properties, low moisture, 

and low undersize

In addition we seek to create and supply a product of consistent and 
reliable quality (ISO 9001, 14001 and 17025 laboratory certification).

This year our total export sales of 39.1 Mt were 4.4 Mt lower than in 2015, as a result of planned lower 
production at Sishen. Domestic sales to ArcelorMittal SA amounted to 3.4 Mt.

Reinforce our reputation 
for quality and 

consistency
We will reinforce our 

reputation for product 
quality and consistency

Given that we cannot compete with the large iron ore producers in terms of volume and proximity to China, 
we will compete by reinforcing our reputation for consistently delivering a high-quality product. Our 
high average Fe content (64.1%) and lump to fine ratio (64% lump) remain critical as they enable us to 
differentiate and sell our products in an over supplied iron ore market and attract price premiums relative to 
standard products sold in the market. 

Since 2012 we have been placing a particular emphasis on maintaining product quality and increasing lump 
ratio, as both of these features attract premiums against the standard product sold in the market.
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PERFORMANCE AGAINST
STRATEGIC OBJECTIVES CONTINUED

OUR 2016 PERFORMANCE
We have performed well this year in maintaining the quality and consistency of both our standard lump and standard fine product:

   Kumba’s FOB price improved by US$11/tonne for 2016, driven by stronger iron ore prices, lower freight and improved prices 
across our customer geographies. (The average Platts 62% index increased only by US$3/tonne.)

   Kumba maintained a balanced customer portfolio and we are able to select customers who value the qualities of our products.

OUR 2016 PERFORMANCE: FOCUSED ENGAGEMENTS
   Following an extensive engagement process, the Department of Mineral Resources (DMR) has granted the residual 

21.4% undivided share of the mining right for the Sishen mine to SIOC. As a result, SIOC is now the exclusive holder of the right 
to mine iron ore and quartzite at the Sishen mine. This residual mining right will be incorporated into the 78.6% Sishen mining 
right that SIOC converted in 2009. The Notarially Executed Amendment to the Sishen mining right to cater for the inclusion of 
the residual 21.4% undivided share was done on 1 March 2017. The next step is to register the amendment in the Mineral and 
Petroleum Titles Registration Office, this is currently in process.

   We have continued to consult extensively with our employees, initiated under the facilitation of the Commission for Conciliation, 
Mediation and Arbitration (CCMA) regarding the restructuring process across the Company. 

   Following the closure of Thabazimbi mine, we have concluded an agreement to transfer the operation, including statutory 
obligations. An appropriate stakeholder process has been developed to communicate the rationale and potential collective 
benefits of this transfer, and to ensure appropriate stakeholder contributions and engagement in the transfer process. 

=   We have had regular engagement with the DMR throughout the year, both through the Chamber of Mines and bi-laterally, on 
the draft revised Mining Charter published in April 2016. The most contentious item has been the ownership element, where 
the ‘once empowered, always empowered’ principle has been rejected, ownership is to be measured at mining licence level, 
and employees, communities, and entrepreneurs must have a minimum of 5% ownership each. This would require wholesale 
restructuring of existing deals and topping up where BEE owners have exited, which the mining industry will not be able to afford.

=   Relocation of the Dingleton community to a new purpose-built suburb in Kathu is largely completed, ensuring full adherence 
with requirements set out in International Finance Corporation (IFC) Performance Standards; ongoing engagements are being 
undertaken with a small number of community members who are refusing to leave.

    Kumba has concluded an agreement with the South African Revenue Service (SARS) to settle a dispute relating to assessments 
received for the years 2006 to 2010 inclusive, and the tax treatment of the relevant issues in the years 2011 to 2015 inclusive, for 
a full and final total settlement amount of R2.5 billion. The settlement will be paid in full in Q1 2017, with appropriate adjustments 
made for current advance payments held on account. The 2016 tax charge was computed on a basis that is consistent with the 
settlement agreement.

Further details on our sales during the reporting period are provided below.

EXPORT SALES AND PRICES

2016 2015 2014

Total export sales (Mt) 39.1 43.5 40.5
Contract (%) 72 72 72
Spot (%) 28 28 28
Average FOB price realised (US$/tonne) 64 53 91

EXPORT SALES GEOGRAPHICAL SPLIT

% 2016 2015 2014

Europe/MENA/America 14 10 10
Japan and Korea 17 20 21
India and other Asia 5 7 12
China 64 63 57

Total 100 100 100
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Proactively engage with 
key stakeholders

We will proactively engage 
with key stakeholders to 
reinforce our partnership 

approach 

Ensuring proactive engagement with our key stakeholders, and being held to account by them on 
our performance and disclosure, assists us in delivering on our strategic focus areas. Interacting 
with stakeholders has become particularly important in the context of the current challenging operating 
environment. We will continue to engage with all our key stakeholders on a frequent basis to ensure that they 
are kept informed of significant changes impacting their relationship with the business. 

A brief overview of some key stakeholder initiatives during the year is presented on page 48. 

CSR

Provide leadership 
through responsible 

citizenship
We will provide leadership 

through responsible 
citizenship, displaying care 

for safety, health and the 
environment

We believe strongly that demonstrating leadership in responsible citizenship makes us more 
competitive: it safeguards the health and safety of our employees, assists us in attracting and 
retaining skills, minimises our environmental footprint, enhances resource efficiencies, and is 
essential in maintaining our social licence to operate. 

The following tables provide a brief review of our performance on our most material safety, health 
and environmental issues, as well as of our performance on social investment activities. A more 
detailed review of our sustainability performance is provided in our sustainability report, available at

Further detail is provided in our review on addressing stakeholder interests on page 30 to 32. 

http://www.angloamericankumba.com/investors/annual-reporting.aspx.

Image: Lizinda Members, a drill rig operator and Tebogo Ernest Bolokang, a drill rig assistant in the operator cab of a CAT C313 drill rig in the Leeuwfontein pit at 
Kolomela mine.
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PERFORMANCE AGAINST
STRATEGIC OBJECTIVES CONTINUED

SAFETY
   Two fatalities (2015: 0) 

  35 lost-time injuries, down from 41 in 2015 

  Lost-time injury frequency rate (LTIFR) of 0.28 against our target of 0.20 (2015: 0.23) 

  Total recordable case frequency rate (TRCFR) of 0.78 against a target of 0.78 (2015: 0.89)

  39 high potential incidents, significantly down on 76 in 2015
=   Strong focus this year on managing our top 10 priority unwanted events, improving the monitoring and effectiveness of critical 

controls, and improving reporting of high potential incidents and high potential hazards

HEALTH
   No new cases of noise-induced hearing loss (NIHL) down from 7 in 2015

  23 new TB cases diagnosed, higher than the 21 cases recorded in 2015

  92% of all employees tested in our HIV Counselling and Testing campaigns (Target: 90%; 2015: 90%) 
=   Exposure reduction plans, and comprehensive medical surveillance programmes, continue to be implemented with the primary 

focus on noise and dust

ENVIRONMENTAL
   No significant ‘medium’ or ‘high impact’ (levels 3 to 5) environmental incidents reported (2015: 1)

   Exceeded our water savings target, saving 6.7 million m3 of water (target: 5.6 million m3) and on track to meet our Company-wide 
water target of reducing water consumption by 34% by 2020 

    Emitted 0.94 million tonnes of CO2e (Mt CO2e), a 22% reduction on 2015, exceeding our targeted 0.7% reduction

   27 environment-related community complaints at Sishen and Kolomela (2015: 23) relating mainly to water supply, potential 
sinkholes forming within the Gamagara River and wild animals killing goats on a farm

   PM10 dust emission levels continue to pose a challenge at Sishen 

   Progress in addressing rehabilitation backlogs continues to be impacted by low top soil volumes and financial constraints. 
20.5 ha rehabilitated at Sishen (target: 13 ha) and 14.5 ha at Kolomela (target: 20 ha)

COMMUNITY SOCIAL ISSUES
   Spent R2.85 billion on suppliers based in the communities within 100 km radius of our operations (2015: R5.67 billion), 

representing a 25.9% of total supplier expenditure (2015: 29.2%), exceeding our target of 20%

   Spent R8.5 billion on HDSA businesses (2015: R15.2 billion)

  Spent R1.3 million to fund seven SMEs, creating around 101 new jobs
=   Our social spend was R67 million, in line with our target of 1% net profit after tax

   247 community complaints were submitted through formal procedures at our various operations, mainly relating to the Dingleton 
resettlement and to environmental impacts (such as blasting and dust) from Sishen mine’s operations. All were assessed and 
235 were resolved 
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Provide extensive 
support to our employees

We will provide extensive 
support to our employees 
to help them through the 
Kumba change journey 

Challenging conditions in the iron ore market have necessitated the creation of a leaner and more 
effective, product-focused business. During 2015 and 2016 we have reconfigured our Sishen and 
Kolomela mines through revised mine plans and organisational restructuring, while ensuring that we have 
the most capable people in the right roles to deliver effectively and efficiently on our strategic objectives.  
The decision was also made to close the Thabazimbi mine.

Regrettably, this restructuring process has resulted in a significant reduction in workforce numbers over the 
last two years. Throughout this difficult process, we have sought to manage retrenchments as transparently 
and fairly as possible. At year end, our workforce totalled 8,332 employees, down from 11,790 in 2015. 
As a result of the restructuring process, Kumba’s employee turnover rate (measured as the number of 
permanent employee resignations as a percentage of total permanent employees, including voluntary 
separation packages) was 49.5% significantly up from 13% in 2015. Excluding the retrenchment of 
2,500 full-time employees, the rate was 4.5%, which is well below the 7.6% industry benchmark. 

This year, the change process focused on reducing the number of direct roles (involved in production) 
at Sishen mine, to meet the needs of a smaller, more focused operation. The total restructuring exercise 
(including the 30% reduction in headcount of Sishen mine support services in 2015) resulted in a 
32.5% reduction in headcount at Sishen, affecting permanent employees and contractors. During the 
year nine employees at Sishen were transferred to Kolomela mine. At our Thabazimbi mine, which 
ceased all activities in 2016, the second phase of retrenchments was effected during May 2016. This 
involved 333 permanent employees and five fixed-term employees. At year end, the mine had 63 full-time 
permanent employees and 25 full-time contractor positions, to manage the closure.
 
We have made concerted efforts throughout the year to support employees in managing the 
challenges associated with the organisational restructuring. We have implemented a culture programme 
aimed at creating a work environment that will encourage employees to willingly give their best to support 
this. We held workshops on building resilience, entrepreneurial skills and career guidance, and offered 
workshops on financial issues. A holistic employee assistance programme for all staff is provided 
through a dedicated support hub. To help individuals to cope emotionally we have expert counsellors on 
site. We offer one-on-one coaching on coping with change, and on health and wellness counselling, as well 
as coaching sessions for managers. To assist employees in managing the change process we have run 
workshops on building resilience, entrepreneurial skills and career guidance. We also offer workshops 
on financial counselling, early retirement, debt counselling, and pension and provident fund advice. 
Counselling services are available for all employees, including through a confidential 24-hour helpline. 

All employees retrenched during 2015 and 2016 were offered R12,000 in financial support for skills 
acquisition in any area. A total of 610 applications, amounting to R6.54 million, were processed and 
directed to various training providers. We also provided non-financial skills development support including 
housing assistance for three months. 

Industrial relations have been stable amid changes in union representations at the mines. Membership 
within bargaining units is still dominated by NUM at 56% of the total bargaining unit population. AMCU 
membership at 22% and Solidarity at 16%. 

Further information on our activities in supporting employees is provided in our sustainability report.

EMPLOYEE ENGAGEMENT AND SUPPORT: OUR 2016 PERFORMANCE
   Industrial relations continue to be stable, with no work stoppages experienced since 2012 

=  Total employee headcount of 8,332, down by 3,458 on 2015

=    Labour turnover increased to 49.5% in 2016 (2015: 13%) due mainly to the organisational restructuring and retrenchments 
across the group

   Invested R211 million on employee training and development (4.6% of total payroll) (2015: R275 million; 6.9% of total payroll)
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CHIEF FINANCIAL
OFFICER’S REVIEW

Frikkie Kotzee – Chief financial officer

Kumba’s full year results reflected a robust financial performance 
despite uncertain and volatile commodity prices. Revenue 

showed a 13% increase to R40.8 billion due to the recovery 
in the realised FOB iron ore price – averaging US$64/tonne 
in 2016, up from US$53/tonne in 2015. Operating profit was 
78% higher than in 2015 (excluding the impairment recognised 
for Sishen in 2015). Headline earnings per share increased by 
131% to R27.30. 

Strict capital and cost discipline delivered significant results. 
Kumba ended the year with a net cash position of R6.2 billion, 
compared to a net debt position of R4.6 billion in 2015. Excluding 
mineral royalties, deferred stripping and impairments, operating 
expenses were 18% lower than last year as the transformation 
of our cash cost base increased cash generated from operations 
to R17.2 billion. Capital expenditure was down 65% to R2.4 
billion. Kumba delivered exceptional results and our aim remains 
to continue working towards growing sustainable free cash flow 
and reinstating the dividend.

Following the decision to close the Thabazimbi mine in 2015, mining activities ceased 
in September 2015 and the remaining plant operations ceased in 2016. The Thabazimbi 
operation is therefore classified as a discontinued operation for the year ended 
31 December 2016, and as a result, the comparative figures have been restated to 
present the discontinued operation separately from continuing operations. 

The Thabazimbi mine assets and related liabilities that will transfer to ArcelorMittal SA 
have been presented separately in the balance sheet as assets and liabilities of the 
disposal group held for sale at 31 December 2016.

FINANCIAL OVERVIEW*

Rand million
31 December

2016
31 December

2015 % change
31 December

2014
31 December

2013

 Revenue  40,767 36,138 13  47,597  54,461 
 Operating expenses  (25,451)  (33,494) (24)  (28,405)  (26,076)
  Operating expenses (excluding royalty, 
deferred stripping costs and impairment)  (24,782)  (30,177) (18)  (28,628)  (24,742)

 Impairment  (4)  (5,978) (100)  (439) –
 Mineral royalty  (986)  (191) 416  (1,176)  (2,157)
 Deferred stripping capitalised  321  2,852 (89)  1,838  823 
 Operating profit  15,316  2,644 479  19,192  28,385 
 Operating margin (%) 38 7 40 52
 Profit attributable to:  11,144  627 1,677  14,148  20,300 
 Equity holders of Kumba  8,621  469 1,738  10,724  15,446 
 Non-controlling interest  2,523  158 1,497  3,424  4,854 
 Headline earnings  8,724  3,792 130  11,006  15,443 
 Effective tax rate (%) 26 69 25 28
 Cash generated from operations 17,218  13,841 24  21,769  29,354 
 Capital expenditure  2,353  6,752 (65)  8,477  6,453 
 Net (cash)/debt  (6,165)  4,604 (234)  7,929  1,796 
 Equity  36,536  25,167 45  27,001  27,184 
*Including discontinued operations.
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OPERATING PROFIT
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PERFORMANCE SUMMARY

 Increase in average FOB iron ore prices achieved – US$64/tonne (including price realisation of US$7/tonne)

 Operating expenses decreased to R25.5 billion from R33.5 billion (including impairments), principally as a result of the stringent 
cash preservation measures implemented. The main drivers of the decrease in cost were:
■■ R1.4 billion reduction in overhead costs
■■ R2.7 billion due to reconfiguration of the Sishen pit
■■ Draw down of stock, which added R947 million
■■ R669 million lower freight costs due to lower freight rates
■■ Partially offset by R2.6 billion lower waste stripping deferred to the balance sheet and inflationary linked input cost pressure 

of R995 million

 Operating profit of R15.3 billion increased by 78% (2015: R8.6 billion excluding impairment). Kumba’s operating profit margin 
increased to 38% (2015: 24%), 41% from mining activities (2015: 27%). The weakening of the Rand/US$ exchange rate and 
recovery in iron ore prices during 2016 contributed to the increase in profitability
■■ Headline earnings of R27.30 per share increased substantially from R11.82 in 2015
■■ No dividends, due to continued market volatility

 Net cash position of R6.2 billion due to cash cost savings and reduced capex

 Prudent capital management
■■ Significant capital reductions, R2.4 billion compared to R6.8 billion in 2015

REVENUE
The group’s total revenue of R40.8 billion (comprising R38.0 billion 
from mining and R2.8 billion from shipping operations) was 
13% higher than 2015 revenue (R36.1 billion). This was mainly due 
to the 21% recovery in average realised FOB export prices, which 
increased revenue by R4.3 billion year-on-year and the 15% 
weaker Rand against the US Dollar, raising revenue by R4.6 billion, 
this was partially offset by the 5.3 Mt decrease in sales volumes 
due to reduced production at Sishen, which reduced revenue by 
R3.6 billion. 

This year Kumba sold 42.5 Mt, 39.1 Mt on the export market, 10% 
lower than 2015. Export sales to China accounted for 64% of the 
Company’s total in line with 2015. Exports to Japan and South 
Korea decreased to 17% of the total. Sales to Europe and MENA 
increased to 14% of total sales during the year. 

Domestic sales of 3.4 Mt were 0.9 Mt lower than 2015, as a 
result of reduced ArcelorMittal SA off-take from Sishen. Sales to 
ArcelorMittal SA were made under the new pricing agreement, 
based on Export Parity Price at an average of around R836/tonne.
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REVENUE

Mining operations Shipping Movement up Movement down

Rand million
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32,726
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665

38,020
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OPERATING EXPENDITURE
Mining costs were down 17% in real terms aided by lower mining 
volumes, fuel prices and contractors’ rates, partly offset by lower 
capitalisation of deferred stripping costs. 

Cost movements were driven principally by inflationary-linked 
input cost pressure of R1 billion and higher royalty costs as a 
result of the higher free-on-rail revenue. These were offset by 

lower cash costs of R3.5 billion due to the lower mining volumes 
including overhead cost savings of R1.4 billion.

An 11% decrease in shipped tonnes, together with a 
15% decrease in freight rates, resulted in R669 million lower 
selling and distribution costs. Engagement with Transnet is 
ongoing to mitigate possible penalties in contractual rail volumes, 
as a result of lower production from Sishen.

OPERATING EXPENDITURE1

Selling and distribution

Rand million

2015 Inflation, forex 
and non-cash

Other 
savings

Sishen Kolomela Thabazimbi Deferred 
stripping

Stock 
movement

Shipping Selling and 
distribution

2016

5,506

3,659

18,160

27,325
955

1,395
2,734

86 771

2,611 947
542 127

5,379

3,117

15,965

24,461

1Excluding mineral royalty and impairment charge.

Logistics
669

Mining
(1,755)

Mining operations Shipping Movement up Movement down
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UNIT CASH COSTS
Sishen mine
Sishen’s unit cash cost benefited from 85 Mt lower mining 
volumes and reduced 5% to R296/tonne, compared to  
R311/tonne in 2015, this was offset by a 4% increase in 
inflationary input costs of R13/tonne and lower capitalisation 
of deferred waste stripping costs of R77/tonne driven by a lower 
stripping ratio (2016: 3.3 compared to 5.7 in 2015). 

mainly due to the commissioning of the DMS modular plant, 
which attracts higher crushing costs at a lower plant yield, but 
still remains extremely profitable at an iron ore price above 
US$40/tonne.

We aim to keep the growth of Kolomela’s unit cash costs below 
mining inflation by targeting a 20% improvement in fleet 
efficiency for 2017. 

The ramp up of the modular plant is expected to be completed 
in 2017.

KOLOMELA UNIT CASH COSTS

Unit cash cost Impact of deferred stripping on unit cash cost

Rand per tonne

2015 Inflation Prices 2016Deferred 
stripping

Production 
volume

Mining volume

178

20129

207

11

5

6

21 12 9 18

219

10%3%

Movement up Movement down

In 2017, our target is to keep Sishen’s unit cash cost, net of 
capitalisation of deferred stripping cost, below mining inflation 
through productivity initiatives. The Operating Model will be used 
to achieve a 20% improvement in mining equipment efficiencies 
and maintain cost discipline.

SISHEN UNIT CASH COSTS

Unit cash cost Impact of deferred stripping on unit cash cost

Rand per tonne

2015 Inflation Cost escalation 2016Deferred 
stripping

Production 
volume

Mining volume

311
296

80

391

19

13

6

133

28

77

3
299

(9%)4%

Movement up Movement down

Kolomela mine
At Kolomela unit cash costs increased by R23/tonne mainly due 
to a ramp-up in mining volumes in support of further production 
volume growth. The mine contained cost escalation at 3%, 
well below inflation, aided by lower fuel prices. Unit cash costs 
amounted to R201/tonne, an increase of 13% on 2015. While 
cost escalation added R5/tonne, lower capitalisation of deferred 
stripping increased unit costs by R9/tonne, offset by increased 
production volumes of around R12/tonne.

Looking to the year ahead, Kolomela cash unit cost, net of 
capitalisation of deferred stripping cost, is anticipated to increase 
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TAXATION
Kumba agrees settlement with SARS
On 3 February 2017, Kumba announced its agreement with 
SARS to settle a dispute relating to the assessments received 
for the years 2006 to 2010, and the tax treatment of the relevant 
issues in the years 2011 to 2015, inclusive, for a full and final total 
settlement amount of R2.5 billion. 

Kumba had previously provided for an amount of R1.5 billion in 
its annual financial statements for the tax years up to 2015, and 
an additional R1.0 billion was accounted for in 2016 in respect of 
this settlement agreement. The settlement will be paid in full in 
the first quarter of 2017, with appropriate adjustments made for 
current advance payments held on account. 

The 2016 tax charge has been computed on a basis that is 
consistent with the settlement agreement.
 
Kumba has always conducted itself as a responsible corporate tax 
payer, and has continually sought expert advice over the years. 
We believe this agreement is appropriate and in the best interest 
of both parties.

CAPITAL EXPENDITURE
Kumba spent R2.4 billion on capital in 2016. This included 
expansion capex of R0.9 billion (mainly on the Dingleton 
relocation project), R1.2 billion on stay-in-business (SIB) 
activities such as heavy mining equipment and infrastructure, 
and R321 million on deferred stripping. 

Capital expenditure for 2017, including deferred stripping, 
is expected to be in the range of R2.6 billion to R2.8 billion, 
increasing to between R3.5 billion and R3.7 billion for 2018, 
excluding unapproved projects.

Impairment assessment
In the prior year, Kumba recognised an impairment loss with 
respect to the property, plant and equipment of Sishen mine. 
Given that market conditions have improved in the current year, 
it was considered appropriate to re-assess Sishen mine for 
impairment at 31 December 2016.
 
Despite the short-term volatility in iron ore prices, continued 
supply growth is expected to put pressure on iron ore prices. 
As a result, the group’s assumption on the long-term iron ore 
price outlook remains conservative. In this context, the resulting 
headroom for the Sishen mine of R0.4 billion was considered 
not to be significant and therefore no portion of the impairment 
charge previously recognised was reversed.

Capital expenditure analysis

2015 2016

12 months
31 December

2017

12 months
31 December

2018
Rand million                     Medium-term forecast
Approved expansion 870 856 ~300 ~100
Deferred stripping 2,852 321 900 – 1,000 1,700 – 1,800

Sishen 2,508 88 600 – 700 1,400 – 1,500
Kolomela 344 233 ~300 ~300

SIB Sishen 2,418 875 900 – 1,000 1,000 – 1,100
SIB Kolomela 612 301 ~500 ~700

Total approved capital expenditure 6,752 2,353 2,600 – 2,800 3,500 – 3,700

Unapproved expansion1 – – ~200 ~400

Total approved and unapproved capital expenditure 6,752 2,353 2,800 – 3,000 3,900 – 4,100
1Unapproved capex includes high-level estimates for the project pipeline. All guidance based on current forecast exchange rates. Cash capex depicted in table.
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CASH FLOW
This year, cash generated amounted to R17.2 billion, 24% higher 
than in 2015 (R13.8 billion). The cash was used to pay income tax 
of R3.4 billion (2015: R0.6 billion), mineral royalties of R1 billion 
(2015: R0.4 billion) and capital expenditure of R2.4 billion 
(2015: R6.8 billion).

NET DEBT AND LIQUIDITY
During the year Kumba made exceptional progress in 
strengthening the balance sheet. The group ended 2016 with 
net cash of R6.2 billion, compared to a net debt position of 
R4.6 billion in 2015. Continued robust operational focus allowed 

for strong cash generation notwithstanding the volatile iron ore 
price environment. Total committed facilities are R16.5 billion 
and mature in 2020. The Board approved the early settlement of 
the term facility on 3 February 2017 and the loan was repaid on 
13 February 2017, effectively reducing the group’s committed 
debt facilities to R12 billion. Financial guarantees issued in 
favour of the DMR in respect of environmental closure liabilities 
were R2.8 billion. As a result of the annual revision of closure 
costs a further shortfall of R311 million arose in respect of the 
rehabilitation of the Thabazimbi mine (of which ArcelorMittal SA 
has guaranteed R300 million of this amount by means of bank 
guarantees issued in favour of SIOC). Guarantees will be issued 
in due course.

CAPITAL EXPENDITURE

SIB
Totals exclude unapproved capex of: 2017 – R0.2 billion; 2018 – R0.4 billion.

Approved expansion Deferred stripping

Rand billion

Actual 2015 Actual 2016 2018 estimate2017 estimate
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0.3
2.4
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1.7 – 1.8
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3.5 – 3.7

0.1
SIB – 61% reduction

LIQUIDITY HEADROOM

Cash Undrawn uncommitted debt facility Undrawn committed debt facility

Uncommitted debt facility Committed debt – term facility Committed debt – revolving facility
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0

5,000

10,000

15,000

20,000

25,000

30,000

2015 2016 Total facilities 2015 Total facilities 2016 Total facilities 2017

12,000

8,320

12,000

4,500

8,320

12,000

4,500

8,320

12,000

8,320

10,665

8,500

8,115

3,601

R20.2 billion

R31 billion

R24.8 billion R24.8 billion

R20.3 billion



58 Kumba Iron Ore Limited Integrated Report 2016

OUR PERFORMANCE: CHIEF FINANCIAL OFFICER’S REVIEW

CHIEF FINANCIAL
OFFICER’S REVIEW CONTINUED

SHAREHOLDER RETURNS
Kumba’s share price recovered significantly during the year from R41 at 31 December 2015 to R159. The share price history since listing is 
presented below. Given the uncertain iron ore price environment, dividends will be reinstated at the appropriate time.

KUMBA CLOSING SHARE PRICE Share price (Rand)
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CHANGE IN ESTIMATES
The measurement of the environmental rehabilitation and 
decommissioning provisions are a key area where management’s 
judgement is required. The closure provisions are measured at 
the present value of the expected future cash flows required to 
perform the rehabilitation and decommissioning. This calculation 
requires the use of certain estimates and assumptions when 
determining the amount and timing of the future cash flows and 
the discount rate. The closure provisions are updated at each 
balance sheet date for changes in these estimates. 

The life of mine (LoM) plan on which accounting estimates are 
based only includes proved and probable ore reserves as disclosed 
in Kumba’s annual ore reserves and mineral resources statement.  
This resulted in an insignificant increase in provisions.

The effect of the change in estimate, which was applied 
prospectively from 1 January 2016, is detailed below:

Change in estimates

Rand million 2016

Decrease in environmental rehabilitation 
provision (6)
Increase in decommissioning provision 9

Decrease in profit attributable to the owners 
of Kumba (3)
Rand per share
Decrease in earnings per share attributable 
to the owners of Kumba –

The change in estimate in the decommissioning provision has 
been capitalised to the related property, plant and equipment 
and as a result had no effect on profit or earnings per share.

DISCONTINUED OPERATIONS AND DISPOSAL GROUP 
HELD FOR SALE
All remaining plant operations at the Thabazimbi mine ceased 
in 2016 following the decision to close the mine in 2015. The 
Thabazimbi operation is classified as a discontinued operation 
for the year ended 31 December 2016, and as a result, the 
comparative figures have been restated to show the discontinued 
operation separately from continuing operations. Analysis of the 
result of the Thabazimbi mine is as follows:

Results of discontinued operation 

Rand million
31 December

2016
31 December

2015

Revenue 612 878
Operating expenses (571) (930)
Operating profit/(loss) 41 (52)
Net finance income 4 94
Profit before tax 45 42
Income tax expense (42) (132)

Profit/(loss) after income tax 
of discontinued operation 3 (90)
Attributable to owners of 
Kumba 2 (69)
Attributable to non-controlling 
interest 1 (21)
Profit/(loss) from 
discontinued operation 3 (90)
Cash flow from 
discontinued operations
Net cash flows from operating 
activities 279 639
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SIOC and ArcelorMittal SA have entered into an agreement to 
transfer Thabazimbi mine to ArcelorMittal SA. The agreement 
is expected to become effective in 2017, subject to certain 
conditions. Mining operations at Thabazimbi ceased in 2015. 
The identified assets and liabilities of Thabazimbi mine (as 
indicated in the disclosure below) will be transferred at a nominal 
purchase consideration plus the assumed liabilities. If the 
conditions have not been satisfied by 28 April 2017 (or a later 
date agreed to by the companies), the agreement will lapse and 
SIOC will proceed with closure of the mine. 

In line with the requirements of IFRS 5, Thabazimbi mine’s assets 
and related liabilities that will transfer to ArcelorMittal SA will 
be presented as part of non-current assets held for sale as at 
31 December 2016. In addition, the results of Thabazimbi mine 
are presented as a discontinued operation for the year ended 
31 December 2016. Comparative figures have been restated 
where required. An impairment loss of R4 million has been 
recognised related to the Thabazimbi mine assets that were 
not part of the lease with ArcelorMittal SA.

Assets of disposal group held for sale and the 
associated liabilities

Rand million 2016

ASSETS
Property, plant and equipment 8
Biological assets 18
Investments held by environmental trust 296

Long-term payments and other receivables 515

Inventories 5

Trade and other receivables 96

Total assets 938

LIABILITIES
Non-current provisions (822)
Current provisions (114)
Total liabilities (936)
Net carrying amount sold 2

THE OUTLOOK REMAINS CHALLENGING
While the substantial restructuring at Sishen mine was 
implemented successfully, we remain focused on improving 
operational efficiencies to realise the full potential of our assets, 
to provide confidence in delivery and enhance profitability.

Kumba will continue with disciplined capital allocation and 
prioritising the reinstatement of dividends.

I would like to thank Norman for the past five years. It has certainly 
been a challenging period, but I could not have asked for a better 
boss, partner, mentor and friend. I have learned a tremendous 
amount from him, and wish him well in his new role.

I would like to conclude by thanking all my colleagues in the 
finance team for their support during this year of transition. 
All decisions made were well implemented and executed.

After five years serving as Chief financial officer and with a 
strengthened balance sheet and a major restructuring of the 
business successfully executed, I believe the time is right for 
me to step down.

It has been very rewarding professionally and I have had the privilege 
of working with an exceptional Board and management team.

Frikkie Kotzee 
Chief financial officer

8 March 2017
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SUMMARISED CONSOLIDATED 
BALANCE SHEET as at

The group’s working capital position remains healthy, 
ensuring sufficient reserve to cover short-term positions. 
Net working capital increased by R1.3 billion from 
31 December 2015 to R6.1 billion. This increase is mainly 
due to an increase in trade receivables of R2.0 billion, due 
to higher iron ore prices compared to the previous year.

MANUFACTURED ASSETS

Discontinued operations
SIOC and ArcelorMittal SA have entered into an agreement 
to transfer Thabazimbi mine to ArcelorMittal SA, which is 
expected to become effective in 2017, subject to certain 
conditions. Mining operations at Thabazimbi ceased in 
2015. The identified assets and liabilities of Thabazimbi 
mine (as indicated in the disclosure below) will be 
transferred at a nominal purchase consideration plus 
the assumed liabilities. If the conditions have not been 
satisfied by 28 April 2017 (or a later date agreed to by 
the companies), the agreement will lapse and SIOC will 
proceed with closure of the mine. 
The requirements of IFRS 5 have been considered and as a 
result, the Thabazimbi mine assets and related liabilities that 
will transfer to ArcelorMittal SA will be presented as part of 
non-current assets held for sale as at 31 December 2016. 
In addition, the results of Thabazimbi mine are presented as 
a discontinued operation for the year ended 31 December 
2016. Comparative figures have been restated where 
required. An impairment loss of R4 million has been 
recognised related to the Thabazimbi mine assets that were 
not part of the lease with ArcelorMittal SA.

MANUFACTURED ASSETS

These investments may only be utilised for the purposes 
of settling decommissioning and rehabilitation 
obligations. Investments for Thabazimbi mine shown 
as part of Assets of disposal group held for sale.

NATURAL RESOURCES

Kumba ended 2016 with net cash of R6.2 billion.
Total debt facilities at year end amounted to R24.8 billion, 
of which R20.3 billion was undrawn.
The group’s committed debt facilities of R16.5 billion 
(R4.5 billion term facility and R12 billion revolving 
facility) mature in 2020. The Board approved the early 
settlement of the term facility on 3 February 2017, 
effectively reducing the group’s committed debt facilities 
to R12 billion. The group also had undrawn uncommitted 
facilities of R8.3 billion at 31 December 2016.
Kumba was not in breach of any of its financial covenants 
during the year.

FINANCIAL CAPITAL

The total rehabilitation and decommissioning provision 
of the group was R2.8 billion (including discontinued 
operations) at the end of 2016 (2015: R2.3 billion). 
The measurement of this provision is a key area where 
management’s judgement is required. The closure 
provisions are updated at each balance sheet date for 
change in future cash flows and the discount rate. The life 
of mine plan on which accounting estimates are based only 
included proved and probable ore reserves as disclosed 
in the ORMR. This resulted in an insignificant increase in 
these provisions.

NATURAL RESOURCES
The group has issued financial guarantees in favour of the DMR in respect 
of its environmental rehabilitation and decommissioning obligations to 
the value of R2.8 billion (2015: R2.3 billion). 
Included in this amount are financial guarantees for the environmental 
rehabilitation and decommissioning obligations of the group in respect 
of Thabazimbi mine of R438 million (2015: R438 million). ArcelorMittal 
SA has guaranteed R429 million of this amount by means of bank 
guarantees issued in favour of SIOC. As a result of the annual revision of 
closure costs a further shortfall of R311 million arose in respect of the 
rehabilitation of the Thabazimbi mine. Guarantees for the shortfall will be 
issued in due course. ArcelorMittal SA has guaranteed R300 million of 
this amount by means of bank guarantees issued in favour of SIOC.

FINANCIAL CAPITAL

 Audited  Audited 

Rand million
31 December 

2016
31 December 

2015

ASSETS 
Property, plant and equipment  32,131  32,671 
Biological assets  2  11 
Investments held by 
environmental trust  559  818 
Long-term prepayments and 
other receivables  84  581 
Inventories  2,889  2,560 
Deferred tax assets  87  1 
Non-current assets  35,752  36,642 
Inventories  4,604  5,056 
Trade and other receivables  5,253  3,212 
Cash and cash equivalents  10,665  3,601 

Current assets  20,552  11,869 
Assets of disposal group 
classified as held for sale  938 –

Total assets  57,212  48,511 

EQUITY 
Shareholders’ equity  27,850  19,320 
Non-controlling interest  8,686  5,847 
Total equity  36,536  25,167 
LIABILITIES
Interest-bearing borrowings 4,500  8,000 
Provisions  1,967  2,717 
Deferred tax liabilities  7,462  7,680 
Non-current liabilities 13,929  18,397 
Interest-bearing borrowings –  205 
Provisions  164  349 
Trade and other payables  3,741  3,407 
Current tax liabilities  1,906  986 
Current liabilities 5,811  4,947 
Liabilities of disposal group 
classified as held for sale  936 –
Total liabilities  20,676  23,344 

Total equity and liabilities  57,212  48,511
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SUMMARISED CONSOLIDATED 
INCOME STATEMENT for the year ended

The group’s total revenue increased by 13%, mainly as a result 
of the recovery in the average realised FOB iron ore prices and 
15% weaker average Rand/US$ exchange rate offset to an 
extent by 4.4 Mt lower export sales volumes. Capesize freight 
rates from Saldanha to China averaged US$6.81/tonne resulting 
in a decrease of R665 million in freight revenue.

NATURAL RESOURCES

Operating expenses, excluding impairments, decreased by 
10% as a result of the stringent cash preservation measures 
implemented. Mining costs decreased 17% in real terms 
from lower mining volumes, fuel prices and contractors’ rates. 
This was offset by a decrease in the capitalisation of deferred 
stripping costs due to lower waste volumes at Sishen.

Operating profit of R15.3 billion (excluding the impairment) 
increased by 78% (2015: R8.6 billion). Kumba’s operating 
profit margin increased to 38% (2015: 24%), 41% from mining 
activities (2015: 27%). The reduction in controllable costs, 
complemented by the recovery in iron ore prices outlined 
previously improved profitability.

MANUFACTURED ASSETS

The group’s effective tax rate decrease to 26% (2015: 69%).
Including R1.0 billion accounted for the settlement agreement 
with SARS.

 TAXATION

MANUFACTURED ASSETS AND NATURAL RESOURCES

 Audited 
 Audited 

Restated

Rand million
31 December 

2016
31 December 

2015
Revenue  40,155  35,260 
Operating expenses  (24,881)  (32,564)
Operating profit  15,274  2,696 
Finance income  295  148 
Finance costs  (496)  (853)
Gain from equity accounted 
joint venture  2  6 
Profit before taxation  15,075  1,997 
Taxation  (3,934)  (1,280)
Profit for the year from 
continuing operations  11,141  717 
Discontinued operations
Profit/(loss) from discontinued 
operations  3  (90)

Profit for the year  11,144  627 

Attributable to: 
Owners of Kumba  8,621  469 
Non-controlling interest  2,523  158 

 11,144  627 

Basic earnings/(loss) per share 
attributable to the ordinary 
equity holders of Kumba (Rand 
per share)
From continuing operations  26.97  1.68 
From discontinued operations  0.01  (0.22)

Total basic earnings per share  26.98  1.46 

SEGMENT ANALYSIS (Rand million)1

Sishen 
mine

Kolomela 
mine

Thabazimbi 
mine Logistics

Shipping 
operations Other Total

2016
Revenue 26,644 10,764 612 – 2,747 – 40,767
Depreciation 1,992 943 2 9 – 145 3,091
Staff costs 3,045 738 62 29 – 717 4,591
Operating profit2 14,194 6,539 41 (5,379) (370) 290 15,315
2015
Revenue 23,869 7,980 877 – 3,412 – 36,138
Depreciation 2,428 732 – 6 – 157 3,323
Staff costs 3,048 642 429 30 – 517 4,666
Operating profit2 4,273 4,423 (52) (5,506) (247) (247) 2,644

1 The segment information includes the results of the discontinued operation (Thabazimbi mine) and therefore differs from the information presented in the 
summarised income statement.

2 After impairment charge.
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SUMMARISED CONSOLIDATED STATEMENT 
OF CHANGES IN EQUITY for the year ended

 Audited  Audited 

Rand million
31 December 

2016
31 December 

2015

Total equity at the beginning 
of the year  25,167  27,001 
Changes in share capital and 
premium 
Treasury shares issued to 
employees under employee share 
incentive schemes  197  180 
Purchase of treasury shares  (180) –
Changes in reserves 
Equity-settled share-based 
payment  513  469 
Vesting of shares under employee 
share incentive schemes  (197)  (180)
Total comprehensive income 
for the year  8,442  592 
Dividends paid –  (2,505)
Changes in non-controlling 
interest 
Total comprehensive income 
for the year  2,469  290 
Dividends paid –  (796)
Equity-settled share-based 
payment  125  116 

Total equity at the end of 
the year  36,536  25,167 

Comprising
Share capital and premium (net 
of treasury shares)  (114)  (131)
Equity-settled share-based 
payment reserve  172  2,021 
Foreign currency translation 
reserve  1,262  1,453 
Retained earnings  26,530  15,977 
Shareholders’ equity  27,850  19,320 
Attributable to the owners 
of Kumba  27,850  18,534 
Attributable to non-controlling 
interest –  786 
Non-controlling interest  8,686  5,847 

Total equity  36,536  25,167 

Dividend (Rand per share)
 Interim – –
 Final – –

The second phase of the employee share ownership scheme, 
Envision, unwound in November 2016.  On vesting, the equity-settled 
share-based payment reserve was reclassified to retained earnings.

FINANCIAL CAPITAL

SUMMARISED CONSOLIDATED STATEMENT 
OF COMPREHENSIVE INCOME for the year ended

 Audited  Audited 

Rand million
31 December 

2016
31 December 

2015
Profit for the year  11,144  627 
Other comprehensive 
income for the year, 
net of tax  (233)  255 
Exchange differences 
on translation of foreign 
operations  (233)  255 

Total comprehensive 
income for the year  10,911  882 
Attributable to: 
Owners of Kumba  8,442  592 
Non-controlling interest  2,469  290 

 10,911  882 

Total shares in issue was 322,085,974 (2015: 322,085,974) and 
treasury shares held were 2,797,627 (2015: 1,109,732). All treasury 
shares are held as conditional award under the Kumba bonus share 
plan.

FINANCIAL CAPITAL
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SUMMARISED CONSOLIDATED 
CASH FLOW STATEMENT for the year ended

 Audited  Audited 
Restated

Rand million
31 December 

2016
31 December 

2015

Cash generated from operations 17,218  13,841 
Income from investments  2 –
Net finance costs paid  (319)  (578)
Taxation paid  (3,363)  (594)
Cash flows from operating 
activities 13,538  12,669 
Additions to property, plant and 
equipment  (2,353)  (6,752)
Loan repaid by joint venture –  5 
Proceeds from the disposal of 
property, plant and equipment  9  120 
Cash flows from investing 
activities  (2,344)  (6,627)
Purchase of treasury shares  (180) –
Dividends paid to owners of Kumba –  (2,490)
Dividends paid to non-controlling 
shareholders –  (811)
Net interest-bearing borrowings 
repaid  (3,705)  (1,388)
Cash flows from financing 
activities  (3,885)  (4,689)
Net increase in cash and cash 
equivalents 7,309  1,353 
Cash and cash equivalents at 
beginning of year  3,601  1,664 
Foreign currency exchange gains 
on cash and cash equivalents  (245)  584 

Cash and cash equivalents at 
end of year  10,665  3,601 

HEADLINE EARNINGS 
for the year ended

 Audited  Audited 

Rand million
31 December 

2016
31 December 

2015

Reconciliation of headline 
earnings 
Profit attributable to owners of 
Kumba  8,621  469 

Impairment charge  4  5,978 
Net loss on disposal and scrapping 
of property, plant and equipment  186  9 
Insurance proceeds –  (29)

 8,811  6,427 
Taxation effect of adjustments  (54)  (1,644)
Non-controlling interest in 
adjustments  (33)  (991)

Headline earnings  8,724  3,792 

Headline earnings (Rand 
per share) 
Basic 27.30 11.82
Diluted 27.16 11.82

The group’s cash generated from operations increased 24% to 
R17.2 billion compared to R13.8 billion in 2015. The cash was used to 
pay income tax of R3.4 billion (2015: R0.6 billion), mineral royalties of 
R1.0 billion (2015: R0.4 billion) and R3.9 billion (2015: R4.1 billion) 
paid to employees in salaries and wages. In line with the group’s cash 
preservation strategy, the Board suspended dividends for 2015 and 
remained suspended in 2016.
In 2016 R2.4 billion (2015: R6.8 billion) was spent on capital, to 
protect the balance sheet by cancelling, reducing the cost or delaying 
the capital expenditure.

FINANCIAL CAPITAL

REGULATORY UPDATE
21.4% undivided share of the Sishen mine mineral rights
In October 2016, the Department of Mineral Resources 
(DMR) granted the residual 21.4% undivided share of the 
mining right for the Sishen mine to Kumba’s subsidiary, Sishen 
Iron Ore Company (Pty) Ltd (SIOC) following the completion 
of an internal appeal process, as prescribed by section 96 of 
the Minerals and Petroleum Resources Development Act. 

As a result of the grant of the residual 21.4% undivided share, 
SIOC is now the sole and exclusive holder of the right to mine 
iron ore and quartzite at the Sishen mine. This residual mining 
right will be incorporated into the 78.6% Sishen mining right 
that SIOC successfully converted in 2009.

The consent to amend SIOC’s mining right, by the inclusion 
of the residual 21.4% undivided share, is subject to various 
conditions. The conditions, where applicable, will ultimately 
form part of the conditions to the Sishen mining right. These 
include the requirement for the continuation of the existing 
Export Parity Price (EPP) based supply agreement between 
SIOC and ArcelorMittal SA in its role as a strategic South 
African steel producer, as well as SIOC’s continued support of 
skills development, research and development and initiatives 
to enable preferential procurement.

Mining Charter 
Significant uncertainty remains around the draft Mining 
Charter III process which may impact future empowerment of 
mining companies. The Chamber of Mines is actively engaging 
in order to obtain greater clarity as to the future requirements 
and Kumba continues to closely monitor these developments.
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Lost-time injury 
frequency rate 
(LTIFR) of 0.25 (2015: 
0.22), with 1 fatality 
(2015: 0)

Granting by DMR 
of 21.4% residual 
mining right 

Waste removal of 
137.1 Mt, down 
85.1 Mt on 2015 levels, 
due to the redesign 
of the pit at the lower 
end of the market 
guidance for 2016 

Production of 28.4 Mt, 
down 3.0 Mt on 2015 
levels and exceeded 
market guidance for 
2016 

Unit costs of  
R296/tonne:  
R15/tonne down on 
2015, due to lower 
mining volumes

R11.4 million 
investment in social 
and community 
projects in line with 
reduced profits

Successful 
finalisation and 
implementation of 
new mine plan

 

Restructuring of 
workforce completed 
without interruption

Sishen modular 
plant progressed 
to feasibility phase, 
expected 
commissioning  
in 2018

ISO 14001, ISO 9001, 
OHSAS 18001 
certified 

✘ ✓✓ ✓ ✓

= ✓ ✓

OUR PERFORMANCE: OPERATIONAL PERFORMANCE

OPERATIONAL 
PERFORMANCE

Driving our turnaround plan to meet and exceed global productivity benchmarks

SISHEN MINE

ABOUT SISHEN MINE
Sishen mine is the largest operation in our portfolio, producing 
around 70% of our annual iron ore production. Located in the 
Northern Cape province, close to the town of Kathu, the mine 
has been in operation since 1953 and is one of the largest single 
open-pit mines in the world. All our mined ore is transported 
to the beneficiation plant where it is crushed, screened and 
beneficiated. We are the only haematite ore producer in the world 
to fully beneficiate its product, made possible through our dense 
medium separation (DMS) and jig technology. At year end the 
mine had 4,040 permanent full-time employees and 1,426 full-
time contractors

STRATEGIC PURPOSE
To deliver waste of 
150 to 160 Mt, ensuring 
sustainable zero harm 
production of 27 to 28 Mtpa 
through an empowered 
workforce, while securing 
the future

In response to the challenging price environment – and in line with our strategy to focus on value 
over volume – we have reconfigured the Sishen pit to a lower-cost shell configuration that will 
allow for a more flexible approach, reduce execution risk and lower capital cost over the life of 
mine. Our focus this year has been on completing the Sishen turnaround plan to sustainably 
produce ~27 to 28 Mt per annum.

SISHEN PERFORMANCE SUMMARY
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OUTLOOK
■■ Increase in strip ratio from 3.3 to exceeding ~4 in the medium term, average LoM stripping ratio of ~4
■■ Waste movement is expected to be around 150 to 160 Mt 
■■ Production guidance for 2017 is 27 to 28 Mt 
■■ It is expected that the reserve life will remain stable at ~17 years due to the lower production rates 
■■ This mining profile requires more precise execution at Sishen, and additional more effective implementation of the 
Operating Model, which has already resulted in a 30% improvement in efficiency in internal waste mining activity 

■■ Upgrade of the Sishen DMS to UHDMS is now in pre-feasibility phase, first production is expected by 2020 and will 
add ~2 Mtpa

■■ Strong focus on productivity using the operating model to ensure stable run rates, build up of stockpiles and contractor 
capacity in place to ensure targets are met

■■ Second modular plant is expected to be commissioned in 2018, producing ~0.7 Mtpa with a cost of about R400 million

SISHEN WASTE Mt
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SISHEN UNIT CASH COSTS

Unit cash cost Impact of deferred stripping on unit cash cost

Rand per tonne

2015 Inflation Cost escalation 2016Deferred 
stripping

Production 
volume

Mining volume
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OPERATIONAL 
PERFORMANCE CONTINUED

KOLOMELA PERFORMANCE SUMMARY

Revised mining plans, including deferral of mining at one of three pits, have been implemented. 
Mining to be concentrated on two primary pits with the third pre-stripped pit re-phased to the 
first half of 2017. Integrating technology across the value chain to deliver improvements in 
efficiencies. The advanced process control (APC) was implemented in the plant, contributing 
to an increase in plant throughput and a 2% increase in the lump:fine ratio.

Lost-time injury frequency rate 
(LTIFR) of 0.48 (2015: 0.20), with 
1 fatality (2015: 0)

Production of 12.7 Mt was 0.6 Mt 
higher than 2015 

Waste volumes of 50.2 Mt were 4.5 Mt 
higher than 2015 levels 

Unit costs of R201/tonne, R23/tonne 
up on 2015 due to the increased 
stripping ratio and commissioning  
of DMS modular plant

Mine plan optimised including  
ramp-up of production to 13 to 14 Mtpa 
in 2017

Modular plant commissioned in  
Q3 of 2016

Reserve life decreased from 21 to 
18 years as production ramps up

R16.1 million investment in social 
and community projects in line with 
reduced profits

ISO 14001, ISO 9001 certified, OHSAS 
18001 compliant 

✘ ✓ ✓

✓ ✓ ✓

= = ✓

Continue to surpass expectations, while improving efficiencies and throughput in the plant

KOLOMELA MINE

ABOUT KOLOMELA MINE
Situated near the town of Postmasburg in the Northern Cape 
province, Kolomela mine is our newest operation, beginning 
production in 2011, ahead of schedule and on budget. The 
mine produces lump ore with excellent physical strength that 
allows us to meet a niche demand. At year end, the mine had 
1,178 permanent full-time employees and 932 full-time contractors 

STRATEGIC PURPOSE
Successfully operating a 
zero harm and attractive 
mine, positioned for 
growth

OUTLOOK
■■ Waste mining is expected to be in the range of 50 Mt to 55 Mt
■■ Ramp-up production for 2017 to 2020 to produce between 13 and 14 Mtpa, with further improvements in plant 
efficiency and throughput rates, which will be delivered through the Operating Model and technology initiatives

■■ Ramp up of DMS modular plant is expected to be completed in 2017, contributing 0.7 Mtpa
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KOLOMELA WASTE Mt
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OPERATIONAL 
PERFORMANCE CONTINUED

THABAZIMBI PERFORMANCE SUMMARY

0.4 Mt produced – processed from 
previously mined material

Lost-time injury frequency rate (LTIFR) 
of 0, with 0 fatalities

Mine closure progressing according 
to plan, guided by global best practice 
and in full consultation with affected 
parties. This process will run in 
parallel to the proposed transfer of the 
mine until such time as all conditions 
precedent are met and the transfer can 
commence

Completed second phase 
of retrenchments, involving 
333 permanent employees and  
fixed-term employees

At year end the mine had 63 full-time 
permanent employees and 25 full-time 
equivalent positions, to manage the 
rehabilitation procedures

✓ ✓ ✓

= =

SIOC and ArcelorMittal SA have entered into an agreement for the transfer of the 
Thabazimbi mine to ArcelorMittal SA. The agreement is expected to become effective 
in 2017, subject to certain conditions precedent

THABAZIMBI MINE 

ABOUT THABAZIMBI MINE
Located in the Limpopo province, Thabazimbi mine has been 
in operation since 1931, making it the oldest iron ore mine 
in the country. Mining activities took place in three pits using 
conventional opencast methods, with ore being processed through 
a single processing facility. The mine produced primarily high-
grade haematite ore (more than 62% (Fe) ore content), and has 
historically sold its production exclusively to ArcelorMittal SA. 
After a comprehensive review, in July 2015 the Board resolved to 
close Thabazimbi mine. All mining operations, including mining, 
processing and dispatching, ceased on 1 September 2016

STRATEGIC PURPOSE
The mine has reached 
the end of its economic 
life for SIOC. The mine 
will be transferred to 
ArcelorMittal SA, should 
conditions be met

OUTLOOK
■■ SIOC and ArcelorMittal SA reached an agreement to transfer the Thabazimbi mine to ArcelorMittal SA by means of 
a section 11 transfer under the Minerals and Petroleum Resources Development Act (MPRDA) 

■■ The transfer is dependent on certain conditions being met, most notably: competition authority approval, cession of 
the Thabazimbi mining rights in terms of section 11 of MPRDA, and a satisfactory due diligence investigation by 
ArcelorMittal SA. On fulfilment of these conditions, the employees, assets and liabilities, as well as full responsibility 
for Thabazimbi’s closure and rehabilitation (including social closure costs), will transfer to ArcelorMittal SA at a nominal 
consideration plus assumed liabilities

■■ If the conditions have not been satisfied by 28 April 2017 (or a later date agreed to by the companies), the agreement 
will lapse and SIOC will proceed with closure of the mine

■■ A detailed stakeholder engagement plan has been developed to communicate the rationale and potential collective 
benefits of this transfer, and to ensure appropriate stakeholder contributions and engagement in the transfer process
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SALDANHA BAY RAIL AND PORT PERFORMANCE SUMMARY

39.8 Mt railed to Saldanha 
Bay port, down 2.6 Mt on 
2015, in line with lower 
production from Sishen 
mine 

38.7 Mt shipped from 
Saldanha Bay port, 4.8 Mt 
down on 2015 due to the 
reconfigured mine plan

Export sales of 39.1 Mt were 
4.4 Mt down on 2015

Saleable stocks reduced to 
optimal level of 3.5 Mt

✓ ✓ ✓ ✓

Volume railed hampered by Kumba’s operational challenges and exacerbated by the 
planned maintenance shutdown and subsequent slow ramp up thereafter in the third 
quarter of 2016

SALDANHA BAY RAIL AND PORT

ABOUT SALDANHA BAY RAIL AND PORT
Located in Saldanha Bay in the Western Cape province, the 
Saldanha Bay port is owned and operated by Transnet, a state-
owned entity. The port is connected to Sishen and Kolomela mines 
by Transnet’s Sishen/Kolomela-Saldanha iron ore export channel 
(IOEC) railway line.  Iron ore is exported from the port to markets 
in the Asia-Pacific, Europe and the Middle East and North Africa

STRATEGIC PURPOSE
Successfully focusing 
on improved blending 
strategies in Saldanha Bay 
port, striving to further 
improve the quality 
consistency of our products

OUTLOOK
■■ Total sales are expected to be between 40 and 42 Mt in 2017
■■ We plan to optimise our rail allocation with our revised production profile emanating from the Sishen mine plan 
reconfiguration

■■ Engagements with Transnet are ongoing regarding penalties on rail shortfalls and tariff increases
■■ Transnet has informed us of their intention to refurbish certain key equipment in the Saldanha Bay port in 2018. We are 
working with Transnet to mitigate any potential impact this might have in 2018

VOLUMES RAILED

2011 2012 2013 2014 2015 2016

Mt
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ORE RESERVES AND
MINERAL RESOURCES 

SALIENT FEATURES

As deliberated in the Ore Reserve and Mineral Resource section of the 2015 Kumba Iron Ore Integrated Report, the focus in 
2016, as in 2015, remained on ensuring that Kumba could be competitive in both the near and long term through reducing costs 
and converting to a value-over-volume strategy. Despite the rally in the iron ore price in 2016, it is still widely acknowledged that 
the fundamental trend for iron ore prices in the long term remain under pressure1, as such the long-term forward looking iron 
ore price used to derive Ore Reserves and Mineral Resources decreased by 7% from 2015, while the forward looking Rand to 
US$ exchange rate weakened by 10% year-on-year.

These were the major contributing factors that resulted in the year-on-year reduction of the Sishen mine Ore Reserve by 
18% due to the selection of a significantly smaller but more cost efficient pit layout. Accordingly, the exclusive Mineral Resource 
decreased by 19% from 2015 to 2016 due to a substantial decrease in size of the resource shell. It would be expected that the 
impact on the Mineral Resource would have been more pronounced than 19% but it was mitigated by the addition of 213.4 Mt 
of low-grade Mineral Resources inside the pit layout after the relevant Kumba and Anglo American plc committees approved 
the Sishen low-grade project concept and pre-feasibility A study.

Kolomela mine’s Ore Reserves decreased by 10% year-on-year, primarily due to production. The Kolomela Mineral Resources 
increased by 8%, predominantly due to the re-allocation of Ore Reserves to Mineral Resources associated with a decrease in 
the Kapstevel South pit layout size.

As indicated in 2015, Thabazimbi mine’s production ceased in 2016, and Kumba is in the process of compiling a closure 
application for the Thabazimbi mining rights. No Ore Reserves therefore remain and the Mineral Resources have been removed 
from the Kumba Mineral Resource portfolio as Kumba can no longer demonstrate reasonable prospects for eventual economic 
extraction.

The average annual Saleable Product from Sishen mine reduced from 36.5 Mtpa to 26.0 Mtpa as a result of the transition to 
a lower cost pit shell and a focus on “value over volume”. As a result the reserve life has increased from 15 to 17 years.

In October 2016, the Department of Mineral Resources (DMR) notified Kumba that it had, after taking all the relevant 
considerations into account, granted the residual 21.4% undivided share of the mining right for the Sishen mine to Kumba’s 
subsidiary, Sishen Iron Ore Company (Pty) Ltd (SIOC) following the completion of an internal appeal process, as prescribed by 
section 96 of the Minerals and Petroleum Resources Development Act. As a result of the grant of the residual 21.4% undivided 
share, SIOC became the sole and exclusive holder of the right to mine iron ore and quartzite at the Sishen mine.

1   “… iron ore demand could decline by more than 25% over the next 20 years as a result of the weakening demand for steel and increased recycling…” 
(McKinsey Quarterly; October 2016)

INTRODUCTION AND SCOPE
Reporting
The 2016 Kumba Ore Reserve and Mineral Resource 
Statement as contained in this report, is an extract from the 
online Ore Reserve and Mineral Resource Statement  

(website: http://www.angloamericankumba.com/investors/
annual-reporting.aspx) , which in turn is a condensed version of 

the full 2016 in-house Kumba Resource and Reserve Statement 
and Audit Committee Report, derived from detailed site-specific 
Reserve and Resource Statements; the latter structured to 
address all aspects listed in the Checklist and Guideline of 
Reporting and Assessment Criteria Table of the SAMREC Code.

This Reserve and Resource Statement is therefore considered 
to be reported in accordance with The South African Code for 
the Reporting of Exploration Results, Mineral Resources and 

Mineral Reserves (SAMREC Code – 2007 edition; July 2009 
amended version), incorporated in the Company’s business 
processes via a Reserve and Resource Reporting policy 

The policy is supported by reporting procedures and templates, 
which channel the reporting requirements down to a site specific 
level, to ensure that Kumba meets the necessary Johannesburg 
Stock Exchange Listings Requirements.

Kumba will in 2017 adapt to the reporting requirements as listed 
in the 2016 Edition of the SAMREC Code.

The information on Ore Reserves and Mineral Resources was 
prepared by or under the supervision of Competent Persons 
as defined in the SAMREC Code. All Competent Persons have 
sufficient experience relevant to the style of mineralisation and 

(website: http://www.angloamericankumba.com/sd_policies.php). 
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type of deposit under consideration and to the activity which 
they are undertaking. All the Competent Persons’ consent to 
the inclusion in this statement of the information in the form and 
context in which it appears. All Competent Persons informing 
the 2016 Kumba Iron Ore Reserve and Resource Statement 
assumed responsibility by means of signing a Competent Person 
appointment letter, kept by the Company’s Principal – Mineral 
Resources and Geometallurgy, at Kumba’s Centurion Gate Office 
in Pretoria, South Africa.

Governance and assurance
Being a listed minerals company on the Johannesburg Stock 
Exchange (JSE), Kumba strictly adheres to the SAMREC 
Code as dictated by section 12 of the JSE listing rules, when 
reporting remaining Mineral Resources and Ore Reserves on 
an annual basis. The requirements of the reporting code are 
captured in the Company’s Reserve and Resource reporting 
policy and procedures and templates which are aligned with 
the requirements of the SAMREC Code as well as the relevant 
Anglo American plc Resource and Reserve Reporting technical 
standard and associated reference document.

Apart from the annual in-house peer review of site-specific Ore 
Reserve and Mineral Resource Statements, Kumba is subject 
to a comprehensive programme of reviews aimed at providing 
assurance in respect of Ore Reserve and Mineral Resource 
estimates. The reviews are conducted by suitably qualified 
competent persons from within the Anglo American Group, 
or by independent consultants.

The frequency and depth of the reviews is a function of the 
perceived risks and/or uncertainties associated with a particular 
Ore Reserve and/or Mineral Resource. 

Three technical independent audits were conducted in 2016:
■■ TECT Geological Consulting reviewed the Kolomela mine 

implicit solids models (compiled using new software 
technology) that will be used as a base for the 2017 geological 
block modelling and Mineral Resource estimation, to verify the 
integrity of the models. Overall, TECT was satisfied with the 
implicit solids models. No major errors or significant adverse 
changes were observed.

■■ AMC Consultants reviewed the Sishen mine planning process. 
AMC found that:

 –  In general, the mine planning process is well established and 
appropriate, comprising mine planning tools and outputs 
consistent with industry standard

 –  The alignment of mine planning horizons is adequate, 
although there is duplication which is mostly redundant

 –  The process of communication of mine plans to mine 
production is well established and generally consistent with 
the industry standard.

■■ SRK Consulting was appointed in 2016 to conduct a detailed 
independent technical review of the internal Kumba Iron Ore 
Mineral Resource and Ore Reserve portfolio (as at 30 June 
2016). The SRK findings in relation to the mid-year Mineral 
Resources and Ore Reserves estimates are summarised 
below:

  –  SRK has reviewed the data collection, geological modelling 
and Mineral Resource estimates, including independent 
validations of the parameters and results used in the 
estimates, and consider the data to be sufficiently reliable 
to generate Mineral Resource estimates. The geological 
modelling is undertaken in a rigorous manner, and is 
consistent with the geological interpretation, and the 
available drilling, geophysical surveys, and structural 
mapping.

 –  Kumba has a comprehensive set of standards and 
procedures in place at each of the operations and projects 
in order to ensure that there is consistency between the 
geological modelling approach and Mineral Resource 
estimates. SRK is of the opinion that the documented 
procedures and controls are sufficient to ensure that the 
Mineral Resource estimates are compliant with the SAMREC 
Code 2016. Kumba undertakes a comprehensive validation 
of its geological models and Mineral Resource estimates, 
including peer review and validation, at each stage of the data 
collection, modelling and estimation.

 –  The LoM process at Kumba is governed by the AA Standards 
and compliance is measured on a yearly basis. Sishen and 
Kolomela mines both follow the same LoM planning process. 
The pit optimisation process adheres to the standards and 
is well managed. At Sishen mine the geological and mining 
modifying factors are well defined and backed by the value 
chain reconciliation process. At Kolomela mine the modifying 
factors are backed by the value chain reconciliation process 
but less history is available and therefore planned modifying 
factors are less reliable.

The next full Ore Reserve and Mineral Resource external audit is 
planned for Sishen mine in 2017 and for Kolomela mine in 2018.

In addition to the technical independent audits conducted in 
2016, an unscheduled independent internal due diligence audit 
was conducted on the Sishen 2016 geological model, input into 
the model, and associated Mineral Resource estimation and 
reporting by the Mining Geology and Reconciliation and Mineral 
Resource Departments of Anglo American plc. This review has 
found that the geological model and associated publicly reported 
Mineral Resource estimates for Sishen have no fatal flaws.
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ORE RESERVES AND
MINERAL RESOURCES CONTINUED

Furthermore a mandatory pre-feasibility A2 stage-gate review 
was conducted on the Sishen low-grade project, including 
the geological model used to front-end-load the study. Anglo 
American plc’s Mineral Resource department reviewed the 
geology and approved the project’s pre-feasibility study from a 
geological perspective. The project was subsequently approved 
by the relevant Kumba and Anglo American plc Investment 
Committees, which enabled Sishen mine to include the low-
grade ore in its 2016 Mineral Resource portfolio. A conservative 
approach was followed whereby only the low-grade ore in the 
pit layout instead of all low-grade ore in the resource shell was 
included in the 2016 Mineral Resource portfolio.

Ore Reserve and Mineral Resource estimates
The Ore Reserve and Mineral Resource estimates stated in this 
Integrated Report are reported on a 100% basis irrespective of 
attributable shareholding. The latter is however indicated per site 
in the relevant tables as a percentage (and must be multiplied 
with the stated Ore Reserve and Mineral Resource figures to 
derive the portion directly attributable to Kumba).

The estimates serve as an indication of Kumba’s Ore Reserve and 
Mineral Resource status, or those remaining, at 31 December 
2016, and compares it with the Ore Reserves and Mineral 
Resources as estimated at 31 December 2015 and reported 
on 8 April 2016.

It is not an inventory of all mineral occurrences identified, but is an 
estimate of those, which under assumed and justifiable technical, 
environmental, legal and social conditions, may be economically 
extractable at current (Ore Reserves) and has reasonable 
prospects for eventual economic extraction (Mineral Resources).

The term “Ore Reserves” in the context of this report has 
the same meaning as “Mineral Reserves”, as defined by the 
SAMREC Code. In the case of Kumba, the term “Ore Reserves” 
is preferred because it emphasises the difference between these 
and Mineral Resources.

An independent long-term price line (Platts 62% index) and 
exchange rate and modified with Kumba-based forecasts of 
lump and Fe premiums, deleterious element adjustments and 
freight tariffs was agreed and forms the basis of Ore Reserves 
and Mineral Resources presented in this document. The latter 

is applied to site-specific mining block models, in combination 
with a forward extrapolation of current site-specific budgeted 
cost figures, to derive a set of pit shells for each site during the 
annual pit optimisation process. A so-called optimal (revenue 
factor ~1) shell is chosen for each site and engineered into 
a pit design or layout, which spatially constrains the currently 
economically mineable Ore Reserves.

The Ore Reserves are furthermore derived from the in situ 
Measured and Indicated Mineral Resource portion within the 
pit layout only, through the modification thereof into run-of-
mine, to account for site-specific mining efficiencies and other 
design, technical, environmental, legal and social aspects. The 
resultant Proved and Probable Ore Reserves are further modified 
into Saleable Product, considering site-specific beneficiation 
efficiencies. Cut-off grades are also assigned to ensure site-
specific run-of-mine or Ore Reserve schedules that ensure the 
sustainable delivery of Saleable Product that complies with client 
product specifications.

Mineral Resources are declared in addition to or exclusive of 
Ore Reserves.

Apart from cut-off grades, which consider the current and at 
least concept approved foreseen beneficiation processes, 
Kumba spatially distinguishes Mineral Resources from other 
Mineral occurrences by applying a resource shell (site specific 
2 x revenue factor shell derived during annual pit optimisation 
process) to the latest site-specific three-dimensional geological 
models3, with the Mineral Resource portion considered to have 
reasonable prospects for eventual economic extraction.

Inferred Mineral Resources considered in life of mine plans are 
separately indicated in the Exclusive Mineral Resource table, 
with the extrapolated portion of the Inferred Mineral Resources 
outside the life of mine plans quoted in the footnotes of the 
Exclusive Mineral Resource Statement.

Ore Reserve and Mineral Resource estimation and classification 
processes are described in more detail in the online Ore Reserve 
and Mineral Resource Statement.

2   The Anglo American plc standard project approval process involves the separation of a pre-feasibility study into a phase A and phase B, with separate stage-gate 
reviews to consider further investment. 

3   Geological models are three-dimensional spatial unitised models that define the iron ore bodies in relation to the host rock and waste in terms of estimated volumes 
and associated in situ grades and relative densities.
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Attributable ownership
For this report, all Ore Reserve and Mineral Resource estimates, whether Kumba’s attributable ownership in the specific mineral asset is 
less than 100% or not, are reported as 100%; with the percentages attributable to Kumba separately indicated in the relevant tables per 
site. The overall proportion attributable to SIOC, Kumba and Anglo American plc is summarised in the table below.

% owned 
by SIOC

% owned by 
Kumba

% owned 
by other

% owned 
by AA plc via Kumba1

Mineral asset 2016 2015 2016 2015 2016 2015 2016 2015

Kolomela mine 100.0 100.0 76.3 73.9 23.7 26.1 53.2 51.5
Sishen mine2 100.0 100.0 76.3 73.9 23.7 26.1 53.2 51.5
Thabazimbi mine3 100.0 100.0 76.3 73.9 23.7 26.1 53.2 51.5
Zandrivierspoort project4 50.0 50.0 38.2 37.0 61.8 63.0 26.6 25.8
1   SIOC is 76.3% owned by Kumba, and in turn Kumba is 69.7% owned by Anglo American plc (as at 31 December 2016 – time of reporting). The year-on-year 

increase in shareholding is a result of the unwinding of SIOC’s Envision participation share scheme in November 2016.
2   In 2016, the DMR notified Kumba that it had granted the residual 21.4% undivided share of the mining right to SIOC’s Sishen mine. This residual mining right will be 

incorporated into the 78.6% Sishen mining right that SIOC successfully converted in 2009. SIOC is currently attending to the necessary requirements to lodge this 
granted right for registration.

3   SIOC and ArcelorMittal SA announced that they have entered into an agreement to transfer Thabazimbi mine to ArcelorMittal SA. The transfer is dependent on 
certain conditions being met, for more detail please refer to page 68. 

4  Zandrivierspoort is a 50:50 joint venture between ArcelorMittal SA and SIOC in a company called Polokwane Iron Ore Company.

Security of tenure
All Ore Reserves and Mineral Resources (in addition to Ore 
Reserves) quoted in this document for the Kumba mining 
operations are held under notarially executed mining and 
prospecting rights granted in terms of the Mineral and Petroleum 
Resources Development Act 28 of 2002 (the MPRDA), the 
prospecting rights located immediately adjacent to the Sishen 
mine mining right.

In October 2016, the Department of Mineral Resources 
(DMR) notified Kumba that it had, after taking all the 
relevant considerations into account, granted the residual 
21.4% undivided share of the mining right for the Sishen 
mine to Kumba’s subsidiary, Sishen Iron Ore Company (Pty) 
Ltd (SIOC), following the completion of an internal appeal 
process, as prescribed by section 96 of the Minerals and 
Petroleum Resources Development Act. As a result of the 
grant of the residual 21.4% undivided share, SIOC became 
the sole and exclusive holder of the right to mine iron ore 
and quartzite at the Sishen mine.

SIOC is accordingly the exclusive holder of the mining rights at 
Sishen mine, Kolomela mine and Thabazimbi mine, as well as 
100% of the relevant prospecting rights adjacent to Sishen mine 
and the Zandrivierspoort prospecting right.

Kumba ensures annual reporting compliance as required by 
the latest Mineral and Petroleum Resources Development 
Act and the National Environmental Management Act via the 
management and monitoring thereof by its Mineral Rights 
section, in order to maintain security of tenure.

ORE RESERVES (AND SALEABLE PRODUCT)
As of 31 December 2016, Kumba from a 100% ownership 
reporting perspective, had access to an estimated Haematite Ore 
Reserve of 744 million tonnes at an average unbeneficiated or 
feed grade of 59.7% Fe from its two mining operations:
■■ Kolomela 191.8 Mt @ 64.4% Fe (against a 50% Fe cut-off 

grade)
■■ Sishen 552.2 Mt @ 58.0% Fe (against a 40% Fe cut-off grade)

A 16% net decrease5 of 141.6 Mt is noted for the total Kumba 
Ore Reserve compared to 2015.

5   The year-on-year material decrease in the Kumba Ore Reserves and Mineral Resources was forewarned in the 2015 Ore Reserve and Mineral Resource Statement 
(http://www.angloamericankumba.com/~/media/Files/A/Anglo-American-Kumba/documents/867115-kumba-rr-fy15-es102.pdf):

 “It is expected that the 2016 Kumba Ore Reserves and Mineral Resources may decrease materially from those stated in 2015.  
…In addition, the continued softening of the iron ore market is expected to have a material impact on the 2016 Ore Reserves (~150 Mt reduction) and Mineral 
Resources.”
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ORE RESERVES AND
MINERAL RESOURCES CONTINUED

2016 ORE RESERVE STATEMENT (referenced against 2015)

Ore reserves
2016 2015

Operation/project
Operation

status
Mining

method
Ore 
type

% owned
by Kumba

Reserve
category

Tonnage
(Mt)

Grade
(% Fe) 

Average

Grade
(% Fe) 
Cut-off*

Reserve
Life** 
Years

Tonnage
(Mt)

Grade
(% Fe) 

Average

Grade
(% Fe) 
Cut-off

Reserve
Life 

Years
Mining operations

Kolomela mine Steady-state Open Cut
Haematite

76.3 Proved 59.0 64.4 50.0 18 75.4 65.1 50.0 21
Probable 132.8 64.4 136.8 63.9
Sub-total 191.8 64.4 212.3 64.3

Sishen mine Steady-state Open Cut
Haematite

76.3 Proved 353.8 59.8 40.0 17 462.3 59.4 40.0 15
Probable 198.4 54.8 210.4 57.2
Sub-total 552.2 58.0 672.7 58.7

Thabazimbi mine Production 

halted

Open Cut
Haematite

76.3 Proved 0.0 0.0 0.0 0.0 54.3 1

Probable 0.0 0.0 0.7 58.7
Sub-total 0.0 0.0 0.7 58.7

Kumba Proved 412.8 60.5 537.7 60.2
– mining operations Probable 331.2 58.6 347.9 59.8

Total 744.0 59.7 885.6 60.0

Company

Kumba Proved 412.8 60.5 537.7 60.2
Total Ore Reserves Probable 331.2 58.6 347.9 59.8

Total 744.0 59.7 885.6 60.0

 Footnotes to Ore Reserve table
 *  The cut-off grade assigned to Ore Reserves is variable and is dependent on the beneficiability and/or blending capacity of the modified ore scheduled as 

run-of-mine, which is iteratively determined during life of mine plan scheduling to achieve a scheduling grade target that is set to meet the client product 
specifications. The % Fe cut-off illustrated is therefore the lowest of a range of variable cut-offs for the various mining areas. It includes dilution material and can 
therefore, in certain cases, be less than the Mineral Resource cut-off grade.

 **  Reserve Life represents the period in years in the approved life of mine plan for scheduled extraction of Proved and Probable Reserves. The Reserve Life is limited 
to the period during which the Ore Reserves can be economically exploited. Where the scheduled Ore Reserves fall below 25% of the average annual production 
rate, the period beyond this is excluded from the Reserve Life, implying for example that the period beyond and including a year where the run-of-mine of an 
operation is made up of 24% Proved and Probable Ore Reserves and 76% Inferred Mineral Resources does not count towards Reserve Life.

For more detail refer to the online Ore Reserves and Mineral Resources Report (website: http://www.angloamericankumba.com/investors/annual-reporting.aspx).

Image: Mining operations in the pit at Sishen mine.    
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2016 SALEABLE PRODUCT STATEMENT (referenced against 2015)

Saleable Product

2016 2015 2016 2015

Operation/project
Operation

status
Mining

method
Ore 
type

% owned
by Kumba

Saleable
Product
category

Metal-
lurgical

yield
(%)

Metal-
lurgical

yield
(%)

Tonnage
(Mt)

Grade
(% Fe) 

Average
Tonnage

(Mt)

Grade
(% Fe) 

Average

Mining operations
Kolomela mine1

Steady-state Open Cut Haematite 76.3
Proved 97.3 99.8

57.3 65.0 75.3 65.1
Probable 129.3 64.9 136.6 63.9
Sub-total 186.6 65.0 211.8 64.3

Sishen mine2

Steady-state Open Cut Haematite 76.3 Proved 74.7 73.7 272.8 65.6 360.4 65.2
Probable 139.6 63.5 135.6 64.7
Sub-total 412.4 64.9 496.0 65.1

Thabazimbi mine3

Production halted Open Cut Haematite 76.3 Proved 78.6 0.0 0.0 0.0 0.0
Probable 0.0 0.0 0.5 63.4
Sub-total 0.0 0.0 0.5 63.4

Kumba Proved
80.5 80.0

330.2 65.5 435.7 65.2
– mining operations Probable 268.9 63.5 272.7 64.3

Total 599.0 64.6 708.4 64.8
Company
Kumba Proved

80.5 80.0
330.2 65.5 435.7 65.2

Total Ore Reserves Probable 268.9 63.5 272.7 64.3
Total 599.0 64.6 708.4 64.8

 Footnotes to Saleable Product table
1   Kolomela mine is primarily a direct shipping ore operation where Ore Reserves are crushed and screened to deliver Saleable Product at the required top sizes. The mine 

commissioned a small-scale modular dense media separation plant in 2016 to treat lower Fe-grade ore, resulting in a year-on-year decrease in the overall yield.
2   Sishen mine beneficiates its high-grade Ore Reserves by means of a dense media separation plant and its lower grade Ore Reserves by means of a Jig facility to 

produce Saleable Product according to required client specifications. The mine furthermore commissioned a small-scale dense media separation plant in 2016 to 
treat a portion of the Jig plant discard and produce Saleable Product. Since additional Saleable Product is generated from discard, the overall yield increased 
year-on-year.

3  Thabazimbi mine’s production ceased in 2016.

Image: Stockpiles of iron ore ready to be railed to the port of Saldanha. 
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ORE RESERVES AND
MINERAL RESOURCES CONTINUED

EXCLUSIVE MINERAL RESOURCES
As of 31 December 2016, Kumba can report a remaining exclusive (in addition to Ore Reserves) Mineral Resource base estimated at 1.1 billion 
tonnes of which 638.2 Mt, at an average in situ grade of 55.5% Fe are assigned to the Kumba mining operations and associated on-lease 
projects. The Zandrivierspoort (prospecting right) magnetite deposit, contributes 476.1 Mt @ 34.5% Fe to the Kumba Resource base.

2016 EXCLUSIVE MINERAL RESOURCE STATEMENT (referenced against 2015)

2016 2015

Operation/project Ore type

% 
owned 

by 
Kumba

Resource 
category

Tonnage 
(Mt)

Average 
% Fe

Average 
% Fe3O4*

% Fe 
Cut-off**

Tonnage 
(Mt)

Average 
% Fe

Average 
% Fe3O4*

% Fe 
Cut-off**

Mining operations

Kolomela mine Haematite 76.3 Measured 27.5 63.7

Not applicable

50.0 32.9 61.9

Not applicable

50.0

■  mineral resources 
in addition to ore 
reserves Indicated 67.4 62.6 57.2 61.5

Measured & Indicated 94.9 62.9 90.2 61.6
Inferred (considered in LoMP) 52.7 65.2 51.5 64.8
Inferred (outside LoMP) 56.6 62.9 46.6 62.6

Sub-total 204.2 63.5 188.3 62.8

Sishen mine Haematite 76.3 Measured 160.6 57.2 40.0 281.2 63.3

40.0

■  mineral resources 
in addition to ore 
reserves Indicated 180.5 47.1 144.4 56.4

Measured & Indicated 341.1 51.9 425.6 61.0
Inferred (considered in LoMP) 28.7 58.1 35.0 56.9
Inferred (outside LoMP) 64.2 48.2 72.0 57.0

Sub-total 434.0 51.7 532.5 60.2

Thabazimbi mine Haematite 76.3 Measured 0.0 0.0 0.2 63.0
■  mineral resources 

in addition to ore 
reserves Indicated 0.0 0.0 7.7 62.3

Measured & Indicated 0.0 0.0 8.0 62.3
Inferred (considered in LoMP) 0.0 0.0 0.0 0.0
Inferred (outside LoMP) 0.0 0.0 0.4 58.9

Sub-total 0.0 0.0 8.4 62.1 55.0

Kumba – mining 
operations Measured 188.1 58.2 314.4 63.2
■  total mineral resources 

in addition to ore 
reserves Indicated 247.9 51.3 209.4 58.0

Measured & Indicated 436.0 54.3 523.8 61.1
Inferred (considered in LoMP) 81.4 62.7 86.4 61.6
Inferred (outside LoMP) 120.8 55.1 119.0 59.2

Total 638.2 55.5 729.2 60.9
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2016 EXCLUSIVE MINERAL RESOURCE STATEMENT (referenced against 2015) continued

2016 2015

Operation/project Ore type

% 
owned 

by 
Kumba

Resource 
category

Tonnage 
(Mt)

Average 
% Fe

Average 
% Fe3O4*

%Fe 
Cut-off**

Tonnage 
(Mt)

Average 
% Fe

Average 
% Fe3O4*

% Fe 
Cut-off**

Projects

Zandrivierspoort Magnetite 38.2 Measured 107.0 34.7 41.5 21.7 107.0 34.7 41.5 21.7
■   mineral resources 

in addition to ore 
reserves

and Indicated 206.4 34.4 42.5 206.4 34.4 42.5
Haematite Measured & Indicated 313.4 34.5 42.2 313.4 34.5 42.2

Inferred (considered in LoMP) 0.0 0.0 0.0 0.0 0.0 0.0
Inferred (outside LoMP) 162.7 34.5 38.1 162.7 34.5 38.1

Total 476.1 34.5 40.8 476.1 34.5 40.8

Kumba – projects Measured 107.0 34.7 41.5 107.0 34.7 41.5
■    total mineral resources 

in addition to ore 
reserves Indicated 206.4 34.4 42.5 206.4 34.4 42.5

Measured & Indicated 313.4 34.5 42.2 313.4 34.5 42.2
Inferred (considered in LoMP) 0.0 0.0 0.0 0.0 0.0 0.0
Inferred (outside LoMP) 162.7 34.5 38.1 162.7 34.5 38.1

Grand total 476.1 34.5 40.8 476.1 34.5 40.8

Company

Kumba Measured 295.1 49.7

Not applicable

421.4 56.0

Not applicable

■  Grand total mineral 
resources in addition 
to ore reserves

Indicated 454.3 43.6 415.8 46.3
Measured & Indicated 749.5 46.0 837.2 51.1
Inferred (considered in LoMP) 81.4 62.7 86.4 61.6
Inferred (outside LoMP) 283.5 43.3 281.7 44.9

Grand total 1,114.4 46.5 1,205.3 50.4

* Fe3O4 – Magnetite

 **  The cut-off grade quoted for all the Kumba sites except the Zandrivierspoort project, is a fixed chemical cut-off grade. In the case of Zandrivierspoort, the 21.7% Fe 
cut-off grade is a minimum value, with the cut-off grade being spatially dynamic. A minimum yield of 34.3% is required to define eventual economic extractability. 
This yield has been empirically derived considering the total in situ % Fe as well as the in situ Magnetite:Haematite ratio and a breakeven cost.

For more detail refer to the online Ore Reserves and Mineral Resources Report (website: http://www.angloamericankumba.com/investors/annual-reporting.aspx).


