
Francois Uys, Chief Executive

ARM COAL

* ARM Coal holds the following:
 –  Access to Glencore Operations South Africa’s interest and entitlement in the Richards Bay Coal Terminal (RBCT); and
 – An export entitlement of  3.2 Mtpa in the Phase V expansion at the RBCT. 
**  Participating Coal Business (PCB) refers to the Impunzi and Tweefontein operations.
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THERMAL COAL
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KEY FEATURES FOR F2017

Average 

realised 

US Dollar export 

prices increased by

51%.

Headline 
earnings of

R82 million
a significant turnaround 

from the headline loss of 
R297 million reported 

in F2016.

GGV Mine on-mine unit 

costs per saleable tonne 

increased by

35%.

MATERIAL MATTERS

Delivering financial returns to shareholders 
and other providers of capital

Change in global seaborne market 
dynamics which is leading to 
demand for lower quality coal 
from South Africa

Continuously improving operational 
performance

High unit production cost increases 
at GGV Mine

Safety-related stoppages

Maintaining our social licence
to operate

Regulatory uncertainty

Community unrest
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SCORECARD

PCB MINE 

F2017 OBJECTIVES PERFORMANCE AGAINST F2017 OBJECTIVES F2018 OBJECTIVES

Continue to evaluate export coal market 

conditions to determine the feasibility of  

starting up the Addcar operation. 

Not achieved

Current demand can be met from 

production from current operations 

excluding Addcar.

Monitor performance and engage with 

Transnet Freight Rail (TFR).

In progress Engage with TFR to utilise any rail 

capacity that may become available 

in the TFR coal logistics chain.TFR performance has improved. 

Glencore and ARM Coal have signed 

a long-term agreement with TFR for rail 

capacity that matches their full RBCT 

entitlement.

ARM COAL continued

COMMODITY MARKETS

Thermal coal
Although demand for thermal coal from developed countries 

has declined, the growth in the demand for thermal coal as 

an  energy source is still expected to grow in the medium- to 

long-term, albeit at a slower rate than previously expected.

China, which is currently still a net importer of  coal, produces 

and consumes over 40% of  world thermal coal and as a result 

has a major infl uence on coal prices. Recent curtailment of  

production by the Chinese government is one of  the major factors 

that has infl uenced thermal coal prices since Q4 of  C2016.

The low thermal coal price that prevailed during much of  C2016 

did result in some loss-making producers exiting the market, 

and this, combined with the recent increase in prices, has 

decreased the worldwide loss-making volumes from 115 million 

tonnes, or 13% of  world production in 2016, to only 7 million 

tonnes, or 1% of  total production currently. The current outlook 

is that thermal coal prices and demand for South African coal 

will remain at current levels for the foreseeable future.

Although Eskom currently has excess generation production 

capacity which has resulted from the downturn in the economy, 

they have not concluded any long-term contracts for the supply 

of  coal for the two new generation units they are currently 

constructing. This, together with the fact that several long-term 

Eskom offtake agreements are maturing in 2018, is likely to 

create opportunities for local thermal coal producers. All the 

mines in which ARM Coal has an interest are well positioned 

to  take advantage of  this expected increase in demand. The 

possibility that coal may be declared a strategic mineral in 

South Africa does, however, pose a risk to producers into this 

market.

FINANCIAL PERFORMANCE
ARM Coal headline earnings were R82 million in F2017, a 

R379 million improvement when compared to the headline loss 

of  R297 million reported in F2016. This increase was mainly due 

to a 51% increase in the average realised export coal prices 

from US$41 to US$62 per tonne. 

The export coal price was positively infl uenced by various actions 

taken by the Chinese government to reduce their country’s 

supply into the market, which resulted in the US Dollar API4 

(6 000  NAR export thermal coal price ex Richards Bay Coal 

Terminal) peaking at almost US$100 per tonne during Q3 of  

C2016. The higher prices were offset by a 6% strengthening of  

the Rand versus the US Dollar during F2017, resulting in realised 

Rand prices increasing by 40% from R601 to R843 per tonne 

in F2017.

Saleable production at GGV Mine was slightly lower than in 

F2016, while additional expenditure to improve in-pit inventory 

levels and saleable production resulted in on-mine saleable 

production unit cost being 35% higher than in F2016. The PCB 
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operations performed well and achieved an increase of  13% 

in  saleable production, with only a 2% increase in on-mine 

saleable production unit costs. 

  CONTINUOUSLY IMPROVING 
OPERATIONAL PERFORMANCE

All the ARM Coal operations are now in steady state and the 

objective of  changing to large scale low cost opencast mines 

has been successfully achieved. Most of  the production issues 

experienced at GGV Mine during the current year have been 

addressed and it is expected that ARM Coal will continue to 

produce thermal coal at a unit cost per tonne that is amongst 

the lowest in the world.

GGV Mine
Low opening in-pit stock levels at the start of  F2017, as a result 

of  a delay in the issuance of  the Amended Environmental 

Management Program (EMP) by the DMR in F2016, continued 

to impact negatively on production. The delay resulted in mining 

of  the lower strip ratio pits being delayed, adversely affecting 

unit costs. This, together with excessive rain, unplanned break-

downs on major mining equipment during Q1 of  C2017, and 

community unrest (which caused the mine to lose almost fi ve 

production days since October 2016), resulted in a decrease in 

production. 

Attributable operating profi t of  R235 million was 15% higher 

than F2016, mainly due to a 15% increase in export revenue. 

A 42% increase in realised Rand prices contributed R206 million 

to revenue which was partially offset by a 19% reduction in 

export sales volumes. Run-of-mine coal buy-ins and contractor 

cost (to assist with overburden stripping) resulted in on-mine 

production unit cost being 35% higher than in F2016. Lower 

distribution costs and an increase in stock levels reduced 

the over-expenditure on total cost of  sales to R68 million. The 

attributable headline loss of  R99 million was 14% higher than 

the headline loss of  R87 million realised in F2016. Finance 

costs were 16% higher than in the previous year.

PCB Operations
The mines comprising the PCB all performed well during F2017, 

and achieved increases of  4% and 13% in run-of-mine and 

saleable production, respectively. Although total on-mine costs 

increased, the cost per saleable tonne produced increased by 

only 2% from R273 to R278 per tonne. The Tweefontein Mine 

continued to benefi t from feeding signifi cant volumes of  run-of-

mine coal into its plant from the raw coal stockpile built during the 

construction phase of  the Tweefontein Optimisation Project. 

The attributable cash operating profi t increased by 146% from 

R397 million to R976 million as a result of  a 31% increase in 

revenue, offset by an 8% increase in cost of  sales. 

Export revenue was R480 million higher than in F2016 mainly as a 

result of  a 49% increase in US Dollar sales prices which was 

partly offset by a 9% decrease in sales volumes and a 6% 

strengthening of  the Rand against the US Dollar. PCB recorded 

a headline profi t of  R181 million for F2017 compared to headline 

loss of  R210 million in F2016.
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ARM COAL continued

SUMMARY OPERATIONAL AND FINANCIAL PERFORMANCE INDICATORS

GGV MINE

Ownership:

ARM holds an effective 26% in GGV, Glencore 
Operations South Africa (GOSA) owns the 
remaining 74%

Management:

Governed by a management committee controlled by 
ARM Coal, with four ARM representatives and three 
Glencore representatives. Operational management of 
the mine is contracted to Glencore

F2017 F2016 F2015 F2014 F2013

OPERATIONAL (100% basis)

Production and sales 

Total saleable production Mt 6.47 6.53 8.34 7.29 8.16

Total thermal coal sales Mt 6.21 6.90 8.26 7.10 7.92

Export thermal coal sales Mt 3.18 3.91 5.16 3.93 3.40

Eskom thermal coal sales Mt 3.03 2.99 3.10 3.17 4.52

Realised prices

Export (FOB) US$/t 62.07 40.99 54.97 73.83 91.00

Eskom (FOR) R/t 229.43 235.95 208.36 198.92 187.57

Unit costs

On-mine saleable cost per tonne R/t 323.20 239.00 188.90 208.10 171.20

FINANCIAL (attributable basis)

Sales revenue R million 911 797 1 025 961 929

Cash operating cost R million (676) (593) (607) (588) (512)

Cash operating profit R million 235 204 418 373 417

Capital expenditure R million 196 185 263 129 40

Attributable profit analysis 

Cash operating profit R million 235 204 418 373 417

Less:

– Interest paid R million (213) (183) (150) (87) (86)

– Amortisation R million (147) (128) (120) (103) (94)

– Fair value adjustment R million (12) (15) (19) (14) (11)

(Loss)/profit before tax R million (137) (122) 129 169 226

Tax R million 38 35 (36) (47) (64)

Headline (loss)/earnings R million (99) (87) 93 122 162

Refer to Note 2 of the Annual Financial Statements for the ARM Coal 
segmental information.AFS
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SUMMARY OPERATIONAL AND FINANCIAL PERFORMANCE INDICATORS

PCB OPERATIONS

Ownership:

ARM holds an effective 20.2% in PCB, Glencore 
Operations South Africa (GOSA) owns remaining 79.8%

Management:

Governed by a supervisory committee with 
fi ve Glencore representatives and three ARM 
representatives. Operational management of the 
PCB mines is contracted to Glencore 

F2017 F2016 F2015 F2014 F2013

OPERATIONAL (100% basis)

Production and sales 

Total saleable production Mt 16.55 14.63 13.61 12.10 12.70

Impunzi Mt 7.20 6.53 6.31 5.30 5.7

South Stock Mt 0 0.41 1.90 1.90 1.6

Tweefontein Mt 9.35 7.69 5.40 4.90 5.4

Total thermal coal sales Mt 16.06 16.98 13.50 11.49 11.91

Export thermal coal sales Mt 13.42 14.76 10.73 8.90 9.81

Eskom thermal coal sales Mt 1.53 1.39 1.74 1.90 1.65

Other local thermal coal sales Mt 1.11 0.83 1.03 0.69 0.45

Realised prices

Export (FOB) US$/t 61.89 41.66 55.12 65.71 83.88

Eskom (FOR) R/t 242.43 223.13 214.64 202.81 157.70

Other local thermal coal sales R/t 757.73 384.24 361.99 330.93 262.24

Unit costs

On-mine saleable cost per tonne R/t 277.91 272.60 333.39 395.64 326.29

FINANCIAL (attributable basis)

Sales revenue R million 2 528 1 930 1 519 1 352 1 642

Cash operating cost R million (1 552) (1 533) (1 190) (1 220) (1 237)

Cash operating profit R million 976 397 329 132 405

Capital expenditure R million 246 214 557 765 936

Attributable profit analysis 

Cash operating profit R million 976 397 329 132 405

Less:

– Interest paid R million (320) (308) (263) (189) (125)

– Amortisation R million (355) (321) (300) (265) (270)

– Fair value adjustment R million (50) (59) (25) (13) (29)

Profit/(loss) before tax R million 251 (291) (259) (335) (19)

Tax R million (70) 81 73 93 5

Headline earnings/(loss) attributable 

to ARM R million 181 (210) (186) (242) (14)
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