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TERMS ANNOUNCEMENT RELATING TO THE SWAP OF SISHEN IRON ORE COMPANY (PROPRIETARY)

LIMITED (“SIOC”) ORDINARY SHARES (“SIOC SHARES”) FOR NEWLY ISSUED KUMBA ORDINARY SHARES

(“KUMBA SHARES”) AND THE SPECIFIC REPURCHASE OF KUMBA SHARES FOR PURPOSES
OF ASPECIAL GENERAL MEETING TO BE HELD ON OR ABOUT 31 OCTOBER 2011

Highlights

e The first phase of Envision will end on 17 November 2011 The second phase of Envision will enable the future ownership of 3.09% e Kumba shareholders’ indirect shareholding in SIOC will remain largely
e For illustrative purposes, an anticipated pre-tax monetary benefit of of SI0C by the SI0C ESPS Trust unaffected

R2.5 billion will accrue to participants [based on a Kumba share price SIOC will make a substantial contribution to the second phase of

of R468.35 on 20 September 2011) Envision to ensure a strong possibility of success
1. Introduction SIOC Distributed Shares x S, Proforma % change

The first maturity date for the SIOC Employee Share Participation Scheme ["SI0C ESPS”) or more Ko - afterthe  after the

commonly referred to as Envision, will take place on 17 November 2011, being the anniversary of Transaction Share Price Share Swap, Share Swap,

the fifth year from the date of issue of SIOC Shares to the SIOC ESPS. This first period of Envision is Where theSIOC  the SIOC
referred to as the “First Capital Appreciation Period”. Participating Employees, being employees of S, = the value of each SIOC Share on 17 November 2011, represented as a price Specific Specific

SI0C up to and including first line supervisors, who are eligible to be beneficiaries of the SIOC ESPS per share, determined by applying the Transaction Price Earnings Ratio (being Repurchase Repurchase

and arz Pe';"ga‘g?gg emvmveg DES‘UE on YANM"VU@V ZUPWdeM become beneficially entitled to the Transaction Share Price divided by the audited diluted earnings per share sioc Kumba andKumba and Kumba

a number of SIOC Shares on the First Capital Appreciation Perio of Kumba for the year ended 31 December 2010, being R&4.52) to the most Specific  Specific  Specific Specific

The implementation of a swap of the SIOC Shares acquired by Participating Employees in exchange recent earnings per share of SIOC, being approximately R15.15 Repurchase Repurchase Repurchase _Repurchase

for the issue by Kumba of new Kumba Shares [Share Swap’] and the specific repurchase of For illustrative purposes, based on the Kumba Share price of R468.35 on 20 September Basic earnings per share (R] 001 032 2743 1047

K(u’mhasrfihare;l K“mﬁa’ Specific R?plirchase ’l acquired by the Pa(‘d\cmaﬂzg Emmﬂve!eimr;wms 2011, the following number of SIOC Distributed Shares are expected to be acquired Headline earnings per share [R] 001 031 2745 051)

of the Share Swap, will form part of a series of transactions required in order to give full effect to and the following number of Kumba Swapped Shares are expected to be issued

ﬂvhe succes;m’\ :thw;\ﬂdtuf;he ﬁrs(dphasf of Frv[v\tsmn a(rv(::vto \mpledrm;m the secorhd p[ha;ﬁ Uf[an\;d\u[n Number ofSh Net asset value per share (R] 10.19) (6.64) 5457 (11.33)

e unwind ofthe frst phase and implementaton of the second phase,are collectively referred o umber of Shares Net tangible asset value per share [R] 10191 664 s 1331
as the Transactio SI0C Distributed Shares to be acquired 15396 665 Weighted average number of shares
. Kumba Swapped Shares to be issued 5238418
2. Rationale in issue [millions) 32 321 321 -

The Share Swap and Kumba Specific Repurchase are required to give effect to the unwind of the — — - Rand Number of shares in issue [millions) 327 322 322 -

first phase and implementation of the second phase of Envision. As part of the unwind procedure, Value of Kumba Swapped Shares 2453413070 —

the terms of the SIOC ESPS Trust Deed [being the Trust Deed that established and governs the - Notes and assumplion: . O L

trust ("SIOC ESPS Trust’) which faciltates the SIOC ESPS] makes provision for the Share Swap, 432 The SIOC Specific Repurchase The uraudid oo frmainformation o the sxmanths nded 3 June 201 elcts the ube Groups oo rancl

as well as the conclusion of a series of subsequent agreements to implement the second phase Subsequent to the implementation of the Share Swap, it is proposed that SIOC ceountng 925 @ beenapp

of Envision. The Kumba Specific Repurchase, although not prescribed in the SIOC ESPS Trust repurchases the same number of shares from Kumba, as Kumba would have acquired 1. Unwind and Second Capital Appreciation Period implementation )

Deed, is required to give Participating Employees, who have elected fo receive cash, the abilty to from the Participating Employees. This will enable the SIOC shareholding structure to 1197 080 000 SIOC shares lor 3,0%% of the issued share capilal of S10C C ESPS Trust for the

monetise their shareholding revert substantially to its pre Transaction position. extension of the SIOC ESPS for the Second Capital Appreciation Period.

chare S . i 12 Earnings red, he indicative economic cost of the shares under option (IFRS 2: Share Based Payment

The Share Swap will provide the Participating Employees with tradeable listed Kumba Shares The Share Swap and the SIOC Specific Repurchase have the resultant effect of an B o B ot A Pariod o 805 Tolon. s oM & rocogmact o ah nes
[to the extent that a beneficiary elects to retain their shares) in respect of their entitlement and issue of shares for cash by Kumba, in terms of the JSE Listings Requirements, with over the five-year capital appreciation period of the second phase of the scheme. The ad ‘s continuin
¥e pp! Pe Pl /1 9

the Kumba Specific Repurchase will provide Participating Employees with a cash equivalent Kumba having a net cash injection from the SIOC Specific Repurchase [the Share i nature and the portion included in the abovementioned earnings represents the estimated nitial six months

[to the extent that a beneficiary elects to receive cash) and to settle the outstanding tax obligations Swap and the SIOC Specific Repurchase are collectively referred to as the “Implied expense.

of those employees who elect to receive Kumba Shares. Specific Issue”) 13 There is a temporary increase in the non-controlling interest in SIOC and a consequential reduction in share

. Overview of the Transaction To the extent that, following the Share Swap, the Participating Employees in the SIOC ESPS Slack-Scholes otion valuation model has been utiised

The Share Swap and Kumba Specific Repurchase will form part of the unwind of the first phase have elected to receive cash instead of retaining the Kumba Swapped Shares, Kumba will e e o

The unwind of the first phase will be implemented through the following transaction steps: repurchase the Kumba Swapped Shares from the SIOC ESPS Trustees (acting as an agent for B ity bt e :

« The SIOC ESPS Trust will subscribe for a further 3.09% of shares in SIOC [*Subsequent and on behalf of the Participating Employees in terms of the SIOC ESPS Trust Deed) at the _ A dividend yild of 6% based on historic experience.

Subscription Shares’), at least five Business Days prior to the end of the First Capital Transaction Share Price ("Kumba Repurchase Shares), 2 s
Appreciation Period and these Subsequent Subscription Shares will be held by the SIOC ESPS Furthermore, to the extent that the Participating Employees elect to retain the Kumba Lo § 510G reeulting from the Share S
Trust for the duration of the Second Capital Appreciation Period; Swapped Shares as opposed to the cash value, the SIOC ESPS Trustees shall act in  Thereisa temporary increase in Kumba's interest n SIOC resuiting from the Share Swap.

« SIOC will repurchase ["SIOC First Repurchase’), at par value, so many SIOC Shares as is accordance with the election made by the Participating Employees and dispose of a certain 5 500 SpeccReprc ) . I )
determined on the application of the prescribed repurchase formula (‘SIOC Repurchase number of the Kumba Swapped Shares (as is required to setile the Participating Employees 81 Securies Transfer Tax cost of Ré milion arising from the repurchase of SIOC Shares from Kumba is non-
Formula’] set out in the original subscription agreement concluded between the SIOC ESPS tax and realisation costs] to Kumba in terms of the Kumba Specific Repurchase and transfer curmng
Trust and SIOC on or about 11 September 2006 ['the Subscription Agreement’] for the the remaining Kumba Swapped Shares to such Participating Employees. 4 Kumba Specific Repurchase
allotment and issue of 360 SIOC Shares, which shares were subsequently subdivided into For llustrative purposes, based on the Kumba Share price of R468.35 on 20 September 2011, 1 Reducton of intrest ncome earmed at an assumed deposit rae of spproxmalely 5% per amum, for
36,000 000 SIOC Shares on 29 November 2006 ["Subscription Shares™); the consideration to repurchase the Kumba Swapped Shares (assuming all Participating the Kumb Spectic Reporchace. T s comtnan m et oo ReASamiion subseauentto

The SIOC Repurchase Formula will be used to determine the number of shares that SIOC Employees elect to receive cash] is expected to be the following 42 Securiies Transfer Tax cost of Ré millon arising from the repurchase of Kumba Shares by Kumba is non-
will be entitled to repurchase at par value in order to cancel the notional vendor finance N recurring i nature

umber of Kumba Repurchase Shares 5238418 9
mechanism between the SIOC ESPS Trust and SIOC and to acquire the shares remaining as R " R2.453.413 070 5. Transaction costs of R16 million, relating to the implementation of the Transaction, which are once-off in nature, are
unallocated in the SIOC ESPS Trust ["the SIOC Unallocated Shares”). The repurchased SI0C epurchase consideration included in operating expenses and current liablites.
Shares will be cancelled as issued shares; The Kumba Specific Repurchase and the delisting of the Kumba Repurchase Shares is 4. The above assumes that all the Participating Employees elect to receive the cash value of the Kumba Swapped Shares

The SIOC Shares remaining in the SIOC ESPS Trust, post the SIOC First Repurchase, will be expected to be effected on 29 November 2011, The Kumba Specific Repurchase is therefore a5 opposed to receiving the actual Kumba Swapped Shares.
distributed ("SIOC Distributed Shares) to the Participating Employees on the maturity date of not expected to have an impact on the number of Kumba Shares held in treasury, as the 7. AKumba Share price of R&68.35 at 20 September 2011 has been assumed for the Transaction.
the First Capital Appreciation Period. The number of SIOC Distributed Shares to be distributed Kumba Repurchase Shares will be delisted immediately upon being repurchased
{o Participating Employees will be based on the number of units allocated to the relevant Participating Employees were notified to submit their election between retaining Kumba 7. Conditions precedent
The swgc D\imh:te; Shares will be exchanged for Kumba Shares ["Kumba Swapped Shares") ZWS"J’SS 2“3[95 ind r;egcﬁwg the CSST fqé'qvagﬁn/‘ m,e[,fd;y ‘m m[er mén 3C A“g“sh‘ iU; ! 71 Implied Specific Issue

. s al eptember 2011, approximately 99.80% of the Participating Employees had [or 711 Share Swa
in terms of the Share Swap. Kumba will issue new shares to acquire the SIOC Distributed were deemed to have) elected {0 receive the cash value of the Kumba Swapped Shares and o P
Shares in terms of the Share Swap. The Share Swap ratio will be determined with reference to approximately 0.20% of the Participating Employees had elected to receive e Kambs The issue of the Kumba Swapped Shares to the SIOC ESPS Trustees [acting collectively
the five-day volume weighted average price per share of Kumba Shares to 17 November 2011 3 in their capacity as agents for and on behalf of Participating Employees) is conditional
e Y volume neigh' ge price p Swapped Shares. 9 9

ransaction Share Price”); X upon:

« SIOC will subsequently repurchase from Kumba a number of SIOC Shares equal to the SIOC 45 SI0C shareholding structure i) the Company obtaining the approval, by ordinary resolution of its shareholders
Distributed Shares acquired by Kumba in terms of the Share Swap in order to reinstate the The SIOC shareholding structure is illustrated below: with a 75% majority of the votes cast in favour thereof, in accordance with the
f‘g%ggzrehmdﬁm to the a]pproma‘e proportions that prevailed prior to the Transaction JSE Listings Requirements and in accordance with Article 3.2 of the memorandum

10C Specific Repurchase’); and Partici of incorporation of the Company, for the placing of sufficient authorised but
pating P pany, placing

«  Finally, the Kumba Specific Repurchase will be executed to acquire Kumba Shares from the Employees unissued ordinary shares in the Company under the control of its directors in
Participating Employees who elected to receive cash [as well as that portion of shares from order to give effect to the Share Swap Agreement, being the agreement concluded
Participating Employees who elected to receive Kumba Shares as is required to settle their between the Company and the SIOC ESPS Trust (acting as agent for and on behalf
outstanding tax obligations) by way of a specific repurchase at the Transaction Share Price. 5100 E9PS Soc e . of the Participating Employees) on 21 September 2011, containing the terms and

ommuni .

The implementation of the second phase of Envision (committed to as part of the suite of Trust Kumba Exxaro Development Tmi‘ conditions of the Share Swap;

transactions undertaken in 2006 when Kumba Resources Limited was demerged to form Kumba {ii)Obtaining the requisite JSE approvals, including confirmation in writing that it will

Iron Ore Limited and Exxaro Resources Limited (Exxaro”)) will be achieved through SIOC issuing Before the admit the Kumba Swapped Shares to listing.

a further 3.09% shares to the SIOC ESPS Trust. The SIOC ESPS Trust Deed further prescribes Transaction 3.00% 74.00% 20.00% 3.00%

that the second phase of Envision will be on substantially similar terms and conditions as the ’ . " o omr ) 712 SIOC Specific Repurchase

first phase of Envision. Consequently, the SIOC ESPS Trust will allocate new units to qualifying Ater the Transaction | 3.09% 73.93% 9.98% 3.00% The SI0C Specific Repurch ditional upon the follov

employees pursuant to the implementation of the second phase of Envision. The second phase of e pecific Repurchase Is conditional upon the following:

Envision will mature on the fifth anniversary of the issue and allotment of the 3.09% SIOC Shares (il the Share Swap Agreement having been implemented; and

to the SIOC ESPS Trust [“the Second Capital Appreciation Period’]. The shareholding impact will sioc Jiil SI0C obtaining the approval, by special resolution of its shareholders, for the

be that the implementation of the second phase of Envision will enable the future ownership by the repurchase of the SIOC Shares from Kumba in accordance with the terms of

SIOC ESPS Trust of 3.09% in SIOC for a further five-year period and Kumba shareholders' indirect the SIOC Specific Repurchase Agreement and the provisions of the memorandam

ownership into SIOC will remain largely unaffected Subsequent Share Swa of incorporation of S10C ¢

The mechanism adopted will therefore not result in a significant net change in the issued share o the E?d o the Secon Capnpat Appreciation Period, SIOC will repurchase a number of the

capital of Kumba following the Kumba Specific Repurchase Subsequent Subscription Shares from the SIOC ESPS Trust *SIOC Subsequent Repurchase”] 7.2 Kumba Specific Repurchase

. Following the SIOC Subsequent Repurchase, the SIOC ESPS Trust will distribute the remaining The Kumba Specific Repurchase is conditional upon
4. Terms of the Transaction Subsequent Subscription Shares to the Participating Employees (‘Subsequent Distributed [i) the Share Swap Agreement having been implemented;

4.1 Background Shares’). Kumba will then acquire all of the Subsequent Distributed Shares from the Participating

The shares in SIOC are currently held as follows: Employees in exchange for the issue of Kumba Shares at the end of the Second Capital Appreciation lii) the Company obtaining the approval, by special resolution of its shareholders, for

oo Period the Kumba Specific Repurchase in accordance with the terms of the Kumba Specific
-~ 74% by Kumba; Repurchase Agreement;
- 23% by Exxaro; ) Pro formafinancial effects of the Transaction (iii) the SIOC ESPS Trustees having notified Kumba of the number of Kumba Shares offered
- é/a by the Dswoc Community ]Devetopment Trust SPV (Proprietary) Limited ("SI0C The naudited pro forma financial effects of the Transaction on Kumba are set out below and are for repurchase in terms of the Kumba Repurchase Agreement;

ommunity Development Trust”); and based on the most recently published results of Kumba for the six months ended 30 June 2011, and fiv) obtaining the requisite JSE approvals.
-~ 3% by SIOC ESPS Trust were prepared in order to provide the illustrative financial effects of the Transaction assuming that
. ) : - ) : . the Transaction took place on 1 January 2011 for the purposes of the pro forma income statement 8. D ;
4.2 The unwind of the First Capital Appreciation Period and Second Capital Appreciation and on 30 June 2011 for the pUrROSes of the pro forma batance sheet, Th d - Documentation

. un f purposes of the pro forma balance sheet. The unaudited pro forma
r9"°d ""Pfl’:‘eg";‘c"‘gnsps . ot e 8 5 e ond ot th financial information is based on the assumptions set out below, which include assumptions on Kum?a (sharhehopdel;s areL adv{-hsed ‘T:L mtaccozdance wwth me( JSE(\k\S(mhgs F;equ;‘regems_ ﬁ
n terms of the rust Deed, at least five Business Days prior to the end of the the Kumba Share price. circular to shareholders, together with a notice of a general meeting of Kumba shareholders, wi
First Capital Appreciation Period, the SIOC ESPS Trust must subscribe for the Subsequent ' be issued in due course containing further details of the Transaction
Subscription Shares. These shares must be held by the SIOC ESPS Trust for the duration of The accounting policies. of Kumba for the six months ended 30 June 2011, which are consistent
the Second Capital Appreciation Period, in accordance with the provisions of the SIOC ESPS me Wﬁ;;ﬁ;“h”n‘a"ngcgf “n“}gfm‘;'me year ende ecember 2010, have been used in preparing
Trust Deed

; Centurion

The First Capital Appreciation Period will end on 17 Novernber 2011, Pursuant to this, SI0C Thfere e o post-balance sheet events which require adjustments to the pro forma financial 22 Soptomber 2011
will effect the SIOC First Repurchase, in terms of which a sufficient number of Subscription information
Shares will be repurchased at par value to settle the notional vendor finance and acquire the The unaudited pro forma financial information is the responsibility of the directors of Kumba
SI0C Unallocated Shares. and was prepared for illustrative purposes only and may not, because of its nature, fairly present
The SIOC ESPS Trust will make a distribution of the SIOC Distributed Shares remaining in Kumbas financiel position, changes in equiy, resulte of e operations or cash flows a< I Merchant bank and sponsor Legal and tax advisor
the SIOC ESPS Trust to each of the Participating Employees on a pro rata basis based on the B e e (1€ fnanciat results would have
number of units allocated to each of them. en, had the Transaction been implemented on a different date
The difference between the par value and the market value of the repurchased SIOC Unwind  Before the 3 RAND \k
Unallocated Shares [as inferred from the Kumba Share price and on the assumption that and  Share Swap, < MERCHANT VA
the SIOC Unallocated Shares are not subject to the rights and restrictions attaching to the Second the SI0C ™
Subscription Shares as set out in SIOC's memorandum of incorporation) will be applied to Capital Specific 7 BANK Webber Wentzel
reduce the notional vendor finance opening notional balance in respect of the Second Capital Six months Appreciation  Repurchase o A division of irstRand Bank Limited e
Appreciation Period. This ensures the rollover of any value created in the SIOC ESPS Trust ended Period  and Kumba orneys
into the Second Capital Appreciation Period, ultimately for the benefit of the Participating 30June  implemen- Specific  Share
Employees. 2011 tation  Repurchase  Swap

43 Implied Specific Issue of shares for cash Basic earnings per share (R] 2820 (0.64) 2756 (0.44) Independent reporting Tax advisors

431 The Share Swap Headline earnings per share (R) 28.23 (0.64) 2759 (0.44) accountants and auditors
Kumba will acquire all of the SIOC Distributed Shares from the Participating Net asset value per share (R) L) it 6154 (0.14)
Employees in exchange for the issue of Kumba Swapped Shares at the Transaction Net tangible asset value per share R] 51.49 1005 6154 (0.14) =
S Frce Wieighed average number of eloitte
The number of Kumba Swapped Shares to be issued by Kumba in consideration for the shares inissue millions) 321 321 321 326 Debit . Touche
SIOC Distributed Shares shall be determined with reference to the following formula Number of shares in issue (millions) 322 322 322 37 Regred Aodors

Ance




