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Employees Contract workers Lost time injury rate

263# (↑ 23%) 2 029 (↓ 15%) 0.28 (↓ 26%)

Training spend 
R9.3 million (↑ 94%)

B-BBEE rating
Level 1

Salient features

Revenue up 32% to

R5.139 billion
(FY21: R3.902 billion)

Run of mine (“ROM”) production volumes of

8.2 million tonnes
(FY21: 7.7 million tonnes)

Gross profit up 34% to 

R551 million
(FY21: R411 million)

Earnings before interest, tax, depreciation and 
amortisation (“EBITDA”) up 14% to 

R646 million
(FY21: R569 million)

Operating expenses* up 14% to 

R325 million
(FY21: R285 million)

Net loss after tax up 3% to 

R37 million
(FY21: R36 million loss)

Headline earnings per share 

6.13 cents
(FY21: 2.87 cents loss)

Gearing ratio

47%
(FY21: 55%)

Cash generated from operations 

R672 million
(FY21: R773 million)
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This report presents Salungano Group Limited’s (“Salungano”) 
strategic framework for creating value over the short, medium 
and long term, and it provides a succinct review of the group’s 
environmental, social and governance (“ESG”) and overall 
sustainability plans and performance. Comparative historical 
information is presented, where relevant, as an insight into 
future plans. In addition, the report provides information 
relating to Salungano’s transformation, business model, 
operating context, material risks and opportunities for the year 
ended 31 March 2022.

The group reports in two main divisions, Resources and Trading, 
as outlined in the group structure on  page 9.

Material changes
There were no material changes to the size, structure and 
ownership of the group during the year. The company’s name was 
changed from Wescoal Holdings Limited to Salungano Group 
Limited effective March 2022 to better encompass its intention 
to evolve into a diversified investment holding company.

Reporting approach
This report is aimed primarily at shareholders and investors but 
also addresses the interests and concerns of other stakeholders 
wherever possible. The scope of the report encompasses our 
two divisions – Resources (Mining) and Trading. Report content 
has been guided by the International Integrated Reporting 
Framework (“<IR> Framework”) of the International Integrated 
Reporting Council and the Global Reporting Initiative (“GRI”) 
Standards as we continue to develop our understanding and 

About this report

Forward-looking statements 
The report contains forward-looking statements that, unless 
otherwise indicated, reflect the group’s expectations as 
at 31 March 2022. Forward-looking statements, including 
Salungano’s future business prospects, revenues and income 
are necessarily estimates in the best judgement of the senior 
management and directors of Salungano and may not reflect 
the actual outcome of the performance or achievements of the 
group. The group undertakes no obligation to update publicly 
or release any revisions to these forward-looking statements to 
reflect events or circumstances after the date of this report or 
to reflect the occurrence of unanticipated events.

Board responsibility statement
The Salungano board of directors confirms its responsibility 
for the integrity of the integrated annual report, the content 
of which has been collectively assessed by the directors who 
believe that all material issues have been addressed and are 
fairly presented.

The board believes that the integrated annual report was 
prepared in accordance with the <IR> Framework. The report, 
which remains the ultimate responsibility of the board, is 
prepared under the supervision of senior management, and 
subject to external assurance. The report is submitted to the 
audit, risk and compliance committee, which reviews and 
recommends it to the board for approval having reviewed the 
contents, as well as the collation process, and with reliance on 
the assurance provided on the various reporting elements. 

The directors confirm that Salungano is compliant with the 
provisions of the Companies Act or laws of establishment, 
specifically relating to its incorporation and is operating in 
conformity with its Memorandum of Incorporation and/or 
relevant constitutional documents.

Dr Humphrey Mathe
Independent 
non-executive 
chairman

Robinson Ramaite
Group chief executive 
officer	(“CEO”)

Jubilant Speckman
Chief	financial	 
officer	(“CFO”)
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*	 https://salunganogroup.com/wp-content/uploads/2022/07/salungano-group-2022-sustainability-report.pdf
TM	 Copyright	and	trademarks	are	owned	by	the	Institute	of	Directors	in	South	Africa	NPC	and	all	of	its	rights	are	reserved.

application of relevant frameworks and standards in our 
strategy and reporting process. This report should be read in 
conjunction with the sustainability report available on the 
website. 

The report has been prepared in compliance with the Companies 
Act of South Africa, 71 of 2008 (“Companies Act”), the Listings 
Requirements of the JSE Limited (“JSE”), the South African Code 
for the Reporting of Exploration Results, Mineral Resources 
and Mineral Reserves (“SAMREC Code”) and in line with 
the recommendations of the King IVTM Report on Corporate 
Governance for South Africa, 2016 (“King IVTM”).

The consolidated annual financial statements of the group and 
company have been prepared in accordance with International 
Financial Reporting Standards (“IFRS”), as issued by the 
International Accounting Standards Board, the International 
Financial Reporting Interpretations Committee, the Companies Act, 
the SAICA Financial Reporting Guides as issued by the Accounting 
Practices Committee and Financial Reporting Pronouncements 
as issued by the Financial Reporting Standards Council.

The contents of this integrated annual report seek to identify and 
explain the material issues faced by the group. Our materiality 
process identifies and prioritises risks and material issues for 
Salungano and considers the extent to which issues may impact 
the organisation’s ability to create economic, environmental 
and social value, and have an influence on the assessments and 
decisions of investors and key stakeholders. Further information 
regarding material issues, the materiality process and key 
stakeholders is available on  page 31.

Assurance
Business process Nature of assurance Assurance provider Status

Consolidated annual financial 
statements

External audit KPMG Inc. (“KPMG”) Assured

Annual sustainability report Readiness test KPMG Completed
Broad-based black economic 
empowerment (“B-BBEE”)

B-BBEE scorecard review TFS Holdings Assured

B-BBEE B-BBEE rating Renaissance Rating SA Proprietary Limited Assured
Internal audit Independently outsourced SNG Grant Thornton In place
Health, safety, environmental and 
community audits

Compliance reviews Department of Mineral Resources and  
Energy (“DMRE“) 

In place

Resource and reserve independent 
competent person

Competent person review Miptec Assured 

JSE requirements Compliance reviews Sponsor and auditors Assured 
Insurance due diligence Independent risk reviews Brokers and insurers Assured 
Environmental liability and 
rehabilitation

Independent reviews Zintha Consulting Proprietary Limited  
(previously known as Jaco-K Consulting)

Assured 

Quality control Laboratory tests Bureau Veritas Inspectorate Laboratories, 
Siboniswe Coal Laboratory Services, Siza Coal 
Services and Ronewa Analytical Laboratory

Assured 



Chairman’s 
report

“Our new journey as 
Salungano will provide a 
variety of opportunities for 
our employees, specifically 
through the various new 
projects such as those in the 
agricultural sector on which 
we wish to embark.” 

Salungano will focus on investments in energy, renewables, 
diversified mineral resources, agriculture and food security 
as well as logistics in terms of railway and port allocation. 
To achieve logistics and export capability, an export trading 
desk will be created. This will also give us an opportunity to 
train a number of associates and employees in handling and 
implementing export coal trading. We will also continue to 
focus on securing and defending our profitability margins as we 
feel this is vitally important.

Growth will result from Salungano increasing its earnings, being 
efficient in capital utilisation and consistently paying dividends, 
which is important for our shareholders.

Fundamentally, our investments need to have a positive impact 
on social and environmental issues with a strong focus on 
governance. Issues pertaining to ESG are important to us and we 
have outlined our approach and priorities in our sustainability 
report available on the website*.

From a macroeconomic standpoint, it has been a good and bad 
year. Coal prices were favourable over the period, though we 
did not benefit much from this as we supply the majority of our 
coal to Eskom and their purchase price is not always in line with 
export prices. Nonetheless, the fraction of coal we did manage 
to export was lucrative for us, as a result of favourable export 
prices. The rand/dollar exchange rate was fairly stable over the 
period under review with only slight fluctuations.

Coal production was affected by high rainfall and despite lower 
production compared to internal targets, good revenues have 
been achieved primarily through ramp-up of Moabsvelden. 
Notwithstanding these challenges, we achieved the 8mt annual 
ROM target that we set in 2019.

The company’s coal reserves are gradually depleting, with 
various mines having a short remaining life of mine. This is 
part of the reason why we have had to revise our strategy. 
Nevertheless, Salungano will still be involved in coal mining 
and we are still open to the idea of finding high-quality coal 
resources to export through the use of our export coal desk.

Advancing Salungano’s strategy
The board supports Salungano’s diversified strategy of growth 
through targeted investment underpinned by ESG principles as 
approved at the board’s strategy session in January this year.

Most of the farms owned by Salungano will be assessed in terms 
of their suitability for agricultural development. For example, 
we are investigating hydroponics as a preferred route to food 
security.

Name change
We embarked on this transformation and renewal journey 
with a goal of ensuring that we can remain competitive and 
responsive to the changing conditions of the South African 
energy sector. We saw how limiting it would be for Salungano 
to remain a “coal-only” company, which is part of the reason 
why we have changed our investment strategy. Our aim is to 
build an organisation that positively contributes to healthier 
communities, happier staff, better shareholder returns and 
overall sustainable growth for the business. For the board, 
sustainability encompasses the whole ecosystem including our 
people, communities and the financial success of the company.

Our new journey as Salungano will provide a variety of 
opportunities for our employees, specifically through the 
various new projects such as those in the agricultural sector on 
which we wish to embark. These projects will require a team of 
dedicated and well-versed employees and gives the company 
an opportunity to upskill its people.

The future of Salungano is poised to be a successful and 
diversified one as we strive to create a culture of inclusivity and 
hope that will strengthen the relationship of trust between 
management and our employees.

With the diverse investment strategy, we want to make sure 
that succession planning is prioritised so that we have leaders 
that we can deploy to our various investments.

Salungano will continue maximising the creation of 
shareholder value and progressively declare dividends to our 
stakeholders.

Approach to ESG
The board has approved a very detailed ESG strategy and will 
undergo ESG training. This bears testament to the board’s 
determination to support ESG development. As Salungano 
we are proud and excited about publishing our inaugural 
sustainability report as part of our comprehensive reporting 
suite.

Good governance is a priority for Salungano. It is the cornerstone 
of our licence to operate and will ensure that we form part of 
the process of ridding South Africa of endemic corruption.

Impact of COVID-19
Due to our proactive initiatives, COVID-19 has not had a severe 
impact on the company, in the current financial year, which is 
an achievement in itself. Management has been initiating and 
following all COVID-19 initiatives and protocols diligently and 
even though we had several positive cases, no fatalities have 
thus far been reported.

Salungano Group Limited, formerly known as Wescoal 
Holdings Limited, has had an interesting story of growth 
and transformation in the past year. The board and the 
executive team are pleased with the design and articulation 
of our growth strategy, which will mainly transform  
Wescoal Holdings from a predominantly “coal-only”  
company into a diversified investment company, which 
 is now called Salungano Group.
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Chairman’s report | continued

Board changes
Mr Robinson Ramaite was appointed as interim CEO following 
the resignation of Mr Reginald Demana in March 2021. In light of 
the new strategic developments, we considered it appropriate 
to extend his appointment for the next two years to enable him 
to embed our new strategy. Mrs Kabela Maroga was deployed by 
the board to assist the new interim CEO and after her duties had 
been completed, she was appointed as Arnot’s general manager 
of finance for a limited period. She remains a Salungano board 
member. She relinquished her chairmanship of the audit, 
risk and compliance committee and continues to chair the 
project and investment committee. Ms Zukie Siyotula, the lead 
independent non-executive director, was appointed as the chair 
of the audit, risk and compliance committee.

As chairman, I was elected to the remuneration committee 
following the completion of a non-independent director 
classification period after having been the interim CEO from 
December 2018 to June 2019.

As the board, we came to the realisation that an additional 
board member with experience in renewable energy is required 
to further enhance the board’s experience in relation to its new 
strategy, and we are currently assessing candidates for this 
independent non-executive director position.

Reflecting on the year
Prior to the formulation of the new strategy, the board’s focus 
was mainly on three strategic pillars – stability, sustainability 
and scalability. We have since enhanced financial stability 
by ensuring that company debts were settled timeously and 
responsibly. We have also had to ensure that the company 
derives maximum value from its coal assets and had to make 
hard decisions, such as reducing Vanggatfontein production and 
putting the mine on care and maintenance. At the time, this was 
the best option in terms of the sustainability of the group.

The establishment and development of Moabsvelden Colliery 
was fast-tracked and delivered excellent results. The site is 
already producing high volumes of coal, all of which is delivered 
to Eskom.

Looking forward
The board will focus on the growth of the company’s investment 
strategy and on strengthening the board’s capacity through 
the appointment of an additional board member. We also 
plan to grow our strategy around food security. We have seen 
how the war between Russia and Ukraine has put pressure on 
farmers and on the pricing of certain types of food. We are of 
the view that the private sector should play an important role in 
alleviating some of these problems.

Notwithstanding the new strategy, the company will remain 
a coal-producing entity for the foreseeable future (with an 
emphasis on export coal through the creation of the export 
desk) but will simultaneously invest in sustainable alternative 
growth opportunities .

Dr Humphrey Mathe
Independent non-executive chairman

29 July 2022

Who we are
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Salungano at a glance

Salungano Group
Salungano began its operations in the former Transvaal region 
and has over the years evolved into an African-owned and 
black-managed junior mining giant. We went from trading 
coal to owning coal mines, delivering results, and changing 
communities and our people’s lives. In choosing our new 
corporate identity, the baobab tree was chosen as an African 
tree, with deep roots, grounded in a strong foundation. Its 
branches represent our growth, while the leaves represent our 
people.

Salungano is on a journey of transformation that will see 
us make a just transition from coal to investing in multiple 
industries and diverse sectors of the economy with a strong 
focus on ESG. We will continue to have strong roots in coal 
mining, but we will seek investments that deliver sustainable 
value for all our stakeholders as we diversify.

What our new name means
“Salungano” is a Venda word representing the age-old practice 
of passing on knowledge, heritage, vision and a generational 
mission.

Our story comprises the diverse and dynamic people we work 
with and the communities we serve. With this in mind, we will 
spearhead an evolution that will see us justly transition to a 
sustainable investment group – giving value to all shareholders.

Salungano is focused on sustainability
Land and biodiversity
Our mandate is to value and protect land and biodiversity by 
limiting adverse impacts and restoring the finite resources 
impacted by coal mining operations. Our activities and 
interventions reduce damage to soil, land, landscapes, 
biodiversity and natural habitats. Through the application 
of sound principles and practices during and after mining 
operations, we strive to significantly reduce the impacts of coal 
mining. We also make financial provisions for rehabilitation, 
a material issue that requires ongoing revaluation and 
management.

Energy
The business of coal mining requires significant energy inputs. 
Grid electricity is the predominant energy source for the 
Resources division, with diesel fuel making up the balance.

Our energy management plan is a business priority, while we are 
reducing relative energy consumption by driving good practices 
and efficiency projects.

We believe that by continuously developing and sharing our 
position on the future of energy in South Africa, we can lead 
discussions, collaborate and maintain our relevance for investors 
and other key stakeholders.

Water and air
Water is an essential natural capital input in the Salungano 
business model and a scarce natural resource for South Africa. 
Coal mining dust can degrade air quality in areas surrounding 
the mines causing damage to crops and the respiratory health 
of vegetation workers and communities. We are committed to 
reducing relative water consumption and maximising reuse.

Salungano Resources has water conservation and demand 
management plans to drive excellence in practices to avoid 
water contamination, such as mine water effluent, pollution 
control, dam capacity management and maintenance.

Carbon and climate change
Climate change is a severe issue for our planet, and coal-
based energy contributes to current carbon dioxide emissions 
levels and global warming. We acknowledge our role in driving 
emissions reduction at our operations and collaborating with 
key industry bodies towards a low-carbon growth economy.

We will continue to measure and report on scope 1 and scope 2 
emissions as we develop our carbon and climate change 
strategy, which includes position statements on climate change 
and scope 3 emissions.

Our role starts with a commitment to reducing carbon 
emissions from operations and setting targets to align 
with global and national expectations around sustainable 
development.

Our climate change position paper is a living document that will 
update stakeholders on our medium- and long-term strategy, 
plans and activities to influence and collaborate within the 
context of South Africa's Just Transition.

Investment case

•  Evolving from a small coal miner to a fully-fledged 
diverse group

•  Building a lasting legacy by maintaining long-term coal 
supply contracts in domestic markets anchored by 
Eskom and other large industrial users

•  B-BBEE ownership of more than 70% showing our 
commitment to the transformation agenda

•  Reduction of carbon footprint while remaining well 
positioned to meet South Africa’s energy and coal 
mining requirements

•  Investigating other forms of energy and an emerging 
strategic shift to meeting the needs for cleaner energy

•  Embracing responsible business behaviour that 
increases long-term shareholder value and impacts 
positively on all stakeholders

•  Capital allocation framework with a balance between 
growth and sustained shareholder reward

Salungano Group Limited
 (Registration number: 2005/006913/06) 

Arnot HoldCo  
Proprietary Limited

(Registration  
number: 

2019/019247/07)

50%

Blanford 006  
Proprietary Limited 

(Registration 
number: 

1997/005386/07) 

100%

Proudafrique  
Trading 147  

Proprietary Limited
(Registration 

number: 
2007/006676/07)

100%

Wescoal Exploration  
Proprietary Limited

(Registration 
number: 

2008/007266/07)

60%

40%

*   Arnot	HoldCo	currently	has	an	interest	of	100%	in	Arnot	OpCo.	Post	the	incorporation	
of	the	Arnot	employee	and	community	trust	this	shareholding	will	reduce	to	90%	
which	will	make	Salungano’s	effective	shareholding	in	Arnot	OpCo	45%.	This	has	been	
used	for	the	purpose	of	the	resources	and	reserves	summary.

Wescoal Mining 
Proprietary Limited 

(Registration number: 
1999/005845/07)

100%

Wescoal Share  
Incentive Trust 

(Registration number: 
IT00030/2014)

100%

Wescoal Mineral 
Recoveries  

Proprietary Limited
(Registration number: 

2007/012027/07)

100%

Salungano Agriculture  
Proprietary Limited

(Registration number: 
2022/375197/07)

100%

Keaton Energy  
Holdings Limited 

(Registration number: 
2006/011090/06)

100%

Wescoal Trading 
Proprietary Limited 

(Registration number: 
1996/011374/07)

100%

Group structure

Leeuw 
Braakfontein 

Colliery 
Proprietary 

Limited
(Registration 

number:  
2003/003619/07)

100%

Labohlano Trading 46 
Proprietary Limited

(Registration 
number: 

2008/013314/07)

100%

Neosho Trading 86 
Proprietary Limited

(Registration 
number: 

2008/010470/07)

100%

Keaton Mining 
Proprietary Limited

 (Registration 
number: 

2006/017998/07)

100%

Arnot OpCo  
Proprietary Limited

(Registration 
number: 

2019/072282/07)

100%*

Elandspruit CollieryKhanyisa Colliery 

Moabsvelden
Colliery

Arnot Mine

Vanggatfontein  
Colliery
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Who we are

Key milestones

Acquisition of Intibane 
reserves

Chandler purchased  
the business of Atlantis  
and Express

2008

Listing moved to the JSE 
Main Board, Mining,  
sub-sector coal

2010

Extension of life of mine at 
Intibane to 2016

Acquisition of Wescoal 
processing plant

2014

Five-year, 7.8mt Eskom 
contract signed

Khanyisa’s life of mine 
extended by up to  
four years

Concluded a B-BBEE 
transaction securing at 
least 51%+ historically 
disadvantaged South 
African (“HDSA”) 
ownership required  
for Eskom contracts. The 
transaction also raised 
R52 million through a 
rights offer

2016

Disposal of  
Intibane Complex

2018

Acquisition of additional 
26% interest in Neosho 
Trading to establish 
100% ownership in the 
Moabsvelden Project

10-year Eskom contract 
signed for the Moabsvelden 
Project

R1.1 billion refinance 
concluded

2020

Name change from 
Wescoal Holdings Limited 
to Salungano Group 
Limited and repositioning  
to a diversified investment 
holding group 

Achieved annual 
production of 8mt for the 
first time

2022

Listed on the AltX Board 
of the JSE

2005

In situ coal resources of  
4.5mt

Acquisition of Khanyisa 
Triangle

2009

Acquisition of MacPhail 
business

Intibane Colliery 
commences mining

2013

First coal from 
Elandspruit Colliery

2015

Acquisition of  
Keaton Energy

Nedbank long-term 
funding of R450 million

2017

Acquisition of Arnot Mine

Dissolution of Khanyisa 
Triangle joint venture

2019

First coal from 
Moabsvelden

First coal from VGF5

Launch of ESG strategy

2021
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Who we are

Our market in context

Production from South Africa’s operational coal mines has 
been hovering at about 250mt a year for the past decade 
and South Africa produced 252mt of coal in 2020. In 2021, 
South Africa supplied 65mt into the seaborne export market, of 
the total 977mt global supply that is imported across the world.

Global coal prices hit historic highs in 2021, driven by increasing 
gas prices, which forced consumers to turn to coal as a cheaper 
source of energy. Just as the high price environment began to 
cool down, Russia’s invasion of Ukraine in early 2022 sent coal 
prices to even higher levels, reaching above USD400/tonne, well 
above USD50 to USD100/tonne which has been the prevailing 
price range over the past decade. 

In the local market, supply is coming under pressure as coal 
producers are scrambling to take advantage of the high 

Our operations

seaborne prices by exporting their product to international 
customers. Recently, Transnet rail issues and port allocation 
have hampered coal suppliers’ ability to export their product, 
but at the current price levels, trucking coal to various ports has 
become a viable solution. This has led to local prices increasing 
as demand starts to outstrip supply. 

Sanctions on Russian fossil fuel exports have raised further 
energy security concerns among European and Asian utilities. 
The impact of this on global coal supply will continue to keep 
coal prices at high levels for the short to medium term. Longer-
term price forecasts factor in more renewable energy supply,  
and therefore lower prices for fossil fuels, as expected 
consumption decreases. 

Percentage operating expenses

20202021

2%

13%

3%
48%

26%

8%6%

12%

7%
38%

27%

9%

Employee benefits and contractors

Utilities (water and electricity)

Royalties

Transportation costs

Consumables and mining supplies

Other

Percentage mining revenue per commodity

2020

7%

24%

28%15%

13%

8%

3%
2%

5%

17%

38%13%

15%

7%

3%
2%

Coal

Iron ore

Building material

Manganese

Platinum group metals

Other

Gold

Chromium

2021

The mining industry’s performance after the disruptions caused  
by the COVID-19 pandemic has played a critical role in stabilising  
South Africa’s economy and has injected capital into the fiscus 
allowing the government to support millions of people with a  
basic income grant.

Resources

Elandspruit Colliery Employees: 30 Contractors: 485 Life of mine: 3 years

Location

Located 8km west of Middelburg, approximately 200km from Johannesburg

Opencast operations capacity of 
240 000tpm

Underground operations capacity of
25 000tpm

Operational information

Produced:  2.5mt

Capacity:  3.1mtpa

Resources:  9.20mt

Reserves:  8.92mt

Average grade:  21.41CV

Elandspruit provides scale and 
sustainability with its ability to produce up 
to 3.1mt ROM per annum.

Strategic focus area

Reopened the underground section in FY22 to supplement opencast production 

Links to strategy

   

Performance summary

• Consistent performance during the year

• Lost time injury frequency rate (“LTIFR”) of 0.50 (FY21: 0.33) with zero fatalities 
(FY21: zero)

Although Salungano is on a journey of transformation and 
diversification, its origins lie in coal trading. The Resources division 
is today the bigger part of the company, accounting for 82% of 
revenue and 98% of EBITDA. 

The Trading division, however, remains an important contributor to Salungano and ranks as one of the leading coal distributors in 
South Africa with plans underway to ramp this up even further through the creation of an export trading desk. 

 

Stability Sustainability Scalability

Sources:	Minerals	Council,	PwC,	Salungano	Group	Research
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Who we are

Our operations | continued

Resources

Khanyisa Complex
• Complex divided into Catwalk and 

Triangle

• Triangle is virgin ground and Catwalk 
is pillar and roof coal mining

Employees: 28 Contractors: 268 Life of mine: 1 year

Description and location

• Khanyisa Catwalk and Triangle

• Located 10km west of Ogies in Mpumalanga

• It comprises a portion of Heuvelfontein 215IR

• Awarded integrated water use licence (“IWUL”) in May 2016

Opencast operations capacity 
of 100 000tpm

Operational information

Produced:  831kt

Capacity:  1.2mtpa

Resources:  1.15mt

Reserves:  0.34mt

Average grade:  20.37CV

The Khanyisa Complex comprises the 
historical Khanyisa mining area (mined out), 
the Catwalk and the Triangle areas, all of 
which have been consolidated into one 
mining complex.

The Khanyisa mining complex was 
consolidated into one mining right. An 
amended mining right was granted in 
May 2017 and is underpinned by a joint 
venture in respect of the Triangle area. 
Salungano now owns 100% of the 
Triangle area after acquiring the 65% that 
was previously owned by UJU Resource 
Proprietary Limited. 

Initiatives are being pursued to extend the 
life of mine of Khanyisa Complex beyond 
FY23.

Strategic focus area

Recovery of roof coal in the Khanyisa Catwalk Mine

Links to strategy

   

Performance summary

• Good production performance for the year

• LTIFR of 0.00 (FY21: 0.49) with zero fatalities (FY21: zero)

• Challenges for the year included safety stoppages

Vanggatfontein Colliery Employees: 43 Contractors: 639 Life of mine: 6 years*

Description and location

• Located 16km south-east of Delmas in Mpumalanga

• Issued IWUL in January 2015

Opencast operations capacity 
of 330 000tpm

Operational performance

Produced:  2.9mt

Capacity:  4.0mtpa

Resources:  20.96mt

Reserves:  17.75mt

Average grade:  19.22CV

The colliery endeavours to be self-sufficient 
in terms of water supply and usage and 
the water management system is designed 
to separate clean and dirty water and to 
optimise the recycling and reuse of dirty 
water.

The coal is treated at two plants – at 
500t/h, 2 and 4 Seam plant, which 
produces thermal coal for Eskom, and at 
100t/h 5 Seam plant. 

Salungano deemed it prudent to place 
the mine on care and maintenance in 
March 2022 pending engagements with 
Eskom on the extension of the coal supply 
agreement (“CSA”), which required that 
the entire Vanggatfontein resource be 
dedicated to the power utility. 

The ROM stockpile was processed and 
supplied into the domestic and export 
market.

Strategic purpose

An integrated management strategy to manage the Moabsvelden and 
Vanggatfontein mining complexes

Strategic focus area

Shared infrastructure, management and services with Moabsvelden 

Link to strategy

Performance summary

• Consistent production performance up to January 2022 until the operation was 
put on care and maintenance in March 2022

• LTIFR of 0.33 (FY21: 0.48) with zero fatalities (FY21: zero)

*	 	Life	of	mine	excludes	VGF6.

Resources

Stability Sustainability Scalability
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Who we are

Our operations | continued

Coal handling and processing facilities

Trading division

Elandspruit  
processing plant

Employees: 21 Contractors: 292

Location

Elandspruit Colliery, Plaas Goedehoop, Van Dykdrift Road

Operational information

Processed:  2.5mt

Capacity:  2.5mtpa

Acquired:  2014

Vanggatfontein  
processing plant

Employees: 3 Contractors: 84

Location

Vanggatfontein Colliery 

Operational information

Processed:  2.1mt

Capacity:  2.6mtpa

Acquired:  2017

Moabsvelden Colliery Employees: 14 Contractors: 261 Life of mine: 9 years

Location

Approximately 11km south-east of Delmas in Mpumalanga; 5km from 
Vanggatfontein Colliery 

Opencast operations capacity 
of 240 000tpm at full capacity

Operational performance

Produced:  2.0mt

Capacity:  2.9mtpa

Resources:  27.62mt

Reserves:  24.84mt

Average grade:  18.31CV

Moabsvelden is the Resources division’s key 
greenfield development that will supply 
Kusile Power Station for a period of around 
10 years and ultimately with approximately 
2.9mt of coal per annum. The project is 
contiguous to the Vanggatfontein Colliery.

Strategic purpose

• To anchor the Delmas complex as the main source on sustained production 
to Eskom.

• Our box cut position presents a good expansion opportunity into neighbouring 
mining rights. Maximise the mining of the reserve by sharing infrastructure with 
Vanggatfontein. 

Strategic focus area

Scalability

Link to strategy

Performance summary

• Consistent production performance for FY22

• LTIFR of 0.7 (FY21: 0.48) with zero fatalities (FY21: zero)

Project status

• Phase 1 of the project which consists of a box cut development, ramps, 
stormwater management and community projects has been completed.

• Phase 2 of the project entails reaching steady capacity of 240 000tpm which is 
expected to be achieved in October 2022.

• Phase 3 of the project entails:

Ǖ VG6 UG project to reach the full Eskom contractual supply of 3.0mtpa sales

Ǖ Major capex items – crush and screen plant, VG6 UG development, coal 
handling and processing plant

Ǖ Investigating potential synergies with operations which may lead to capex 
reduction

Ǖ Phase 3 is expected to be completed in the second half of 2024.

Resources

Wescoal Trading

Employees: 28 Contractors: 12

Locations

• Depots in Pretoria, Bellville and Benoni (Winter) • Total sales: 0.7mt 

Operational information

Wescoal Trading is a strategic distribution company that 
specialises in the supply of coal, by road and rail to the point of 
consumption, to diverse customers and industries throughout 
South Africa. The company is a leading coal distributor in 
South Africa with plans to further expand trade internationally 
through an export trading desk.  

The company offers a complete range of coal products on a 
countrywide basis, including:

• sourcing suitable coal product for clients; 

• securing the delivery of product as and when required;

• technical support for steam generation; and

• securing markets for new producers such as other junior coal 
miners.

Stability Sustainability Scalability
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Who we are

Our operations | continued

Leeuw Braakfontein Colliery

Location

Approximately 10km east-south-east of Newcastle in KwaZulu-Natal bordered to the north by Madadeni Township and to the 
east by Osizweni Township

Area Mining method

1 951ha Opencast truck and shovel

Underground mechanised bord and pillar

Leeuw Braakfontein Colliery (“LBC”), on the Klip River Coalfield, is planned to predominantly be a bord and pillar underground 
operation targeting the top and bottom coal seams. Continuous miners will be used to mine the underground coal resource. 
LBC has prospects of mining the shallow coal on the flanks of the resource from the opencast mining method. The coal resource 
is suitable for power stations in close proximity to the resource. The mineable tonnes in situ (“MTIS”) coal resource has been 
independently estimated, classified and signed off by CCIC Coal. 

The coal resource estimate declared comprises 60.06mt in the indicated coal resource category and no coal reserves have been 
declared.

The asset is non-core but remains available for future development.

Sterkfontein Project

Location

Approximately 5km south-west of Bethal in Mpumalanga, approximately 89km south of Emalahleni and 149km east-south-east 
of Johannesburg

Area Mining method

7 926ha Underground mechanised bord and pillar

Sterkfontein is an underground bord and pillar prospect that targets No. 4 Lower and No. 4 Upper of the Highveld Coalfield. It is 
planned for Sterkfontein to be a fully mechanised operation using continuous miners. The coal is planned to be processed through 
a double-stage circuit to produce a primary export thermal product and middlings product suitable for a power station. The coal 
resource estimate at Sterkfontein was independently classified and signed off by CCIC Coal. The MTIS coal resources declared 
comprise 50.3mt indicated coal resources and 40.6mt inferred coal resources totalling 90.9mt. There has not been a coal reserves 
declaration.

Keaton Energy Holdings Limited granted Moneybox Investments Proprietary Limited, previously a shareholder in Labohlano Trading 
46 Proprietary Limited, an option to acquire 100% of the Sterkfontein Project following extensive studies conducted. The option 
expired at the end of October 2017. A mining right application has been submitted to the Department of Mineral Resources and 
Energy (“DMRE”).

Braakfontein and Rietkuil Project (Vanggatfontein extension)

Location

Approximately 18km south-east of Delmas in Mpumalanga and contiguous to the Vanggatfontein Colliery

Area Mining method

421ha Opencast truck and shovel

These properties are contiguous to the Vanggatfontein Colliery and, as a result, a Mineral and Petroleum Resources Development 
Act (“MPRDA”) section 102 application was submitted on 17 April 2018 to combine the three properties and extend the life of the 
operation. We await approval from the DMRE in this regard.

Latest projects 
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Who we are

Board of directors and  
executive management

Dr Humphrey Mathe (71)
Independent non-executive chairman

MSc	(Rhodes),	PhD	(University	of	Natal)

Appointed: 1 August 2013

Skills brought to Salungano 
Strategic leadership, mining, geology, board and committee experience

Humphrey is a qualified geologist and the CEO of Tranter Resources Proprietary Limited. 
Previously, he was the CEO of a coal resources company, Scinta South Africa Proprietary 
Limited, and the executive general manager of corporate services at Exxaro Resources Limited. 
Prior to that, he was chief operating officer and executive director of Eyesizwe Coal Proprietary 
Limited, where he was in charge of the Eyesizwe coal mines and growth opportunities. 

Robinson Ramaite (53)
Group	chief	executive	officer

Masters	in	Management,	Public	and	Development	Management	(University	of	the	
Witwatersrand),	BJuris	(University	of	the	North)

Appointed: Acting group CEO on 15 March 2021  
and as group CEO on 1 April 2022

Skills brought to Salungano 
Strategic leadership, mining, management, legal, board and committee experience

Robinson has been involved in the mining sector for more than 15 years and sits on the boards 
of various listed and non-listed companies. He is a former director-general of the Department 
of Public Service and Administration and a former advisor to various ministers of parliament.

Jubilant Speckman (37)
Chief	financial	officer

CA(SA),	BCom	in	Accounting	Sciences	(University	of	Pretoria),	BCom	(Honours)	in	Accounting	
Sciences	(University	of	Pretoria),	Certificate	of	Theory	in	Accounting	(University	of	Pretoria),	
Masters	in	Taxation	(North-West	University)	

Appointed: 1 February 2021

Skills brought to Salungano 
Financial management, capital management and mining experience

Jubilant has over 10 years’ experience in the mining industry. She is a chartered accountant 
and completed her articles at PricewaterhouseCoopers. She held various managerial positions 
at other mining entities such as BHP Billiton, Wesizwe Platinum Limited and Merafe Resources 
Limited. Jubilant resigned in April 2022 and will leave Salungano by September 2022.

Andile Mabizela (53)
Independent non-executive

Bachelor	of	Law	(University	of	Natal),	BSc	(Honours)	Economics	(University	of	Zimbabwe)

Appointed: 5 December 2019

Skills brought to Salungano 
Financial, mining, board and committee, operational and strategic leadership experience

Andile has been the executive director of Afrilog Proprietary Limited for the past nine years 
and also serves on the board of OMIGSA. Previous positions include board membership of 
South African Airways (SOC) Limited, and chairmanship of SA Express (SOC) Limited and 
the Johannesburg Property Company. He also served on the subsidiary boards of Stanlib 
Wealth Management and the country boards of Liberty Africa Asset Management and Atlatsa 
Resources LLC. He has considerable board-level experience and extensive experience in 
aviation, financial and mining services and public enterprise sectors.

Committee membership
 

Project and investment committee 

 
Audit, risk and compliance committee 

 
Remuneration committee 

 
Nomination committee 

 
Social and ethics committee 

Thivha Tshithavhane (44)
Executive	director	and	chief	executive	officer:	Mining

BSc	Chemical	Engineering	(University	of	Cape	Town),	MDP	(Unisa)	

Appointed: 4 April 2016

Skills brought to Salungano 
Operational, process design and project management and mineral processing experience

Thivha’s experience in the mineral processing industry spans over 13 years. He is a chemical 
engineer with a proven ability to manage multi-disciplinary projects and mining production 
operations while holding senior management positions. Thivha also has extensive experience 
in minerals projects development, mineral processing, plant design and plant construction 
and was general manager of United Manganese of Kalahari, an operation consisting of an 
opencast mine with a processing plant.

Nonzukiso (“Zukie”) Siyotula (38)
Lead independent non-executive

CA(SA),	ACMA,	MBA	and	Executive	Programmes	(Harvard,	Insead	and	Oxford)

Appointed: 14 February 2019

Skills brought to Salungano 
Corporate governance, board, strategy, financial and business development experience

Zukie is a chartered accountant, the CEO of Siyotula Holdings Proprietary Limited and serves 
as a non-executive director on the boards of various listed and unlisted companies. She has 
vast and diverse experience in management, finance, corporate governance, strategy, business 
development, investment and sales and distribution. Previous positions include non-executive 
directorships of Shell SA, Altech, Netstar, Vodacom SA, SAfripol, STISA and Sekelo Oil Trading, and 
various senior positions at Barclays Africa, Old Mutual, Royal Bafokeng Holdings and SA Breweries.

Kabela Maroga (42)
Non-executive	director

CA(SA),	BCom	Financial	Accounting	(University	of	Pretoria),	BCompt	(Honours)	(University	of	
KwaZulu-Natal),	Certificate	in	the	Theory	of	Accounting	(University	of	KwaZulu-Natal),	Graduate	
Diploma	in	Mining	Engineering	(University	of	the	Witwatersrand)

Appointed: 1 July 2013

Skills brought to Salungano 
Financial, corporate finance mining, board and committee experience

Kabela is a chartered accountant with more than 15 years’ experience in the corporate 
financial environment. She has held management positions in various sectors and was 
the chairperson of Interactive Intelligence South Africa. She serves on several boards of 
companies in the mining and investment industries.

Nomavuso Mnxasana (66)
Independent non-executive

CA(SA),	BCompt	(Honours)	(University	of	South	Africa)

Appointed: 5 December 2019

Skills brought to Salungano 
Auditing, business development, financial and strategic leadership experience

Nomavuso is a chartered accountant and has extensive experience in auditing, business 
development, financial and strategic leadership and staff development and training. She 
serves on the boards of various listed and non-listed companies. Previous occupations 
include positions at Deloitte and SizweNtsaluba VSP, as well as Imperial Logistics Limited and 
SizweNtsalubaGobodo Inc.



Integrated annual report for the year ended 31 March 2022Salungano Group Limited22

Who we are

Integrated annual report for the year ended 31 March 2022 Salungano Group Limited 23

Board of directors and executive management | continued

Executives Independent 
non-executives

Non-executive 
directors

3 4 3

BOARD COMPOSITION BOARD AGE PROFILE

BOARD GENDER PROFILE

Male

6
Female

4

BOARD RACIAL PROFILE

100% African (10 board members)

Board age profile

30 – 39 years (2)

40 – 49 years (2)

50 – 59 years (3)

60 – 69 years (2)

70 – 79 years (1)

2

2

1

2

3

30 – 39 years

40 – 49 years

50 – 59 years

60 – 69 years

70 – 79 years

7

5

1 2 3

64

8 9

1. Robinson Ramaite
Group	chief	executive	officer

2. Jubilant Speckman
Chief	financial	officer	

3. Thivha Tshithavhane
Chief	executive	officer:	Mining	

4. Mike Berry
Chief	executive	officer:	Trading	(retired	effective	31	May	2022)

5. Enos Lentsoane
Executive	head:	Commercial	and	investments

6. Freddy Ndou
Executive	head:	Corporate	services	

7. Nozie Lubanga
Compliance	risk	officer	

8. Sabelo Dlamini
Group legal counsel 

9. Ntombi Mphahlele
General	manager:	Human	Resources

Executive managementCecil Maswanganyi (57)
Non-executive	director

BCompt	(Unisa),	MBL	(Unisa),	Advanced	Programme	in	Taxation	(Unisa),	ACMA	CGMA	(CIMA)

Appointed: 17 November 2017

Skills brought to Salungano 
Strategic leadership, financial, auditing, tax, board and committee experience

Cecil has an accounting background with over 33 years’ experience in audit and tax skills, 
diverse business, board and provincial government work. He is currently CEO of Simeka 
Capital Holdings and has qualifications in commerce, tax and business administration.

Eric Thuthukani Mzimela (65)
Non-executive	director

Analytical	Chemistry	(Diploma)	(M	Setlogelo-Technikon	Pretoria),	MDP	(Unisa),	Certificate	
Programme	in	Industrial	Relations	(University	of	the	Witwatersrand)

Appointed: 17 November 2017

Skills brought to Salungano 
Strategic leadership, financial, banking, analytical chemistry and industrial relations 
experience

Eric is an entrepreneur with over 40 years’ experience in business and is a former banker with 
an indirect shareholding in Salungano.

SKILLS

Strategic leadership 7 Transformation 2

Mining 7 Auditing 4

Geology 1 Mineral processing 1

Legal 2 Operational 2

Board and committee 10 Project management 2

Capital management 3 Industrial relations 2

Financial 5 Analytical chemistry 1

Corporate finance 1 Banking 2

Business development 3 Tax 2

Marketing and 
communications

1
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Who we are

Strategy and  
value creation

Operating resilience

Coal producers and power stations remain an essential service 
in South Africa. Salungano continues to be an essential service 
provider in the electricity and energy space as it supplies coal 
to other essential services like hospitals through our Trading 
business. 

Notwithstanding the recent relaxation of COVID-19 restrictions, 
Salungano continues to act responsibly and efficiently to 
manage the COVID-19 pandemic challenge. Salungano was 
fortunate not to have any COVID-19-related fatalities at 
our operations and no major business interruptions were 
experienced as a result of the pandemic in the current financial 
year. Sales volumes were not negatively impacted as previously 
experienced in FY21.

The management team continues to engage regularly to ensure 
that COVID-19 risks are managed timeously as or when they 
arise and continues to be guided by the regulations of COGTA, 
the National Department of Health and the DMRE in this regard.

Responding to the impact on performance
Salungano continues to ensure operational stability with 
minimal disruptions despite the challenging global economic 
environment, and management continues to employ all 
applicable measures to achieve production and sales targets 
amid reduced coal offtake from our major customer. 

The world is evolving at 
an unprecedented pace, 
technologically and in terms of 
rapid innovation and ideation. 
Consequently, we need to adapt 
and leverage our collective 
knowledge, skills and resources 
to ensure our business is 
responsive while safeguarding 
our people, assets and the 
business. This, in turn, will ensure 
we create and preserve value for 
our stakeholders over time.
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Strategy and value creation

Salungano is committed to a just 
energy transition, and to evolving 
into a diversified investment group 
with a strategic ESG underpin as we 
responsibly mine our current coal 
resources. 

We are navigating the demands of the 
sector while looking at how to unlock 
regenerative value, with a 360-degree 
perspective. 

Our mission
Salungano invests in companies that 
achieve superior returns underpinned 
by ESG pillars to generate growth 
for stakeholders and dividends for 

shareholders.

Our vision
To be a leading, black-owned and 
black-led diversified investment group 
that adds transformational value to 

society.

Our strategic pillars are 
underpinned by our core values 
of safety, delivery, dynamism, 
integrity, accountability and 
well-being.

Investor and stakeholder requirements have presented 
Salungano with an opportunity to target long-term value 
creation through an ESG-led industry leadership strategy. 
As such, the group has recently increased its commitment 
to delivering a reliable energy source responsibly, and in a 
manner that meets the needs of investors and key stakeholders 
while creating employment opportunities in support of the 
South African economy.

We developed our comprehensive ESG strategy in FY21, and 
the leadership team commenced with the integration and 
implementation of this strategy in FY22.

Using the integrated reporting process as both a lens and a 
framework for the ESG strategy, Salungano set targets for 
the FY22 reporting period that demonstrate a progressive and 
responsible corporate “mindset”, and a commitment to playing 
a leadership role in South Africa’s mining sector.

We are currently in the process of becoming an exemplary 
leader in the transition to a low-carbon economy. The company 
is driven to act as a steward of the natural environment and to 
uplift employees and communities impacted by the company’s 
business activities.

Sustainable energy and organisational 
transformation
Our core values inform and determine our firm commitment to 
the sustainability of accountability, safety, delivery and integrity, 
which are imperative to our compliance with ethics and corporate 
governance measures. Salungano, through its Resources and 
Trading divisions, is on a journey to become a diversified minerals 
company. Salungano possesses proven management skills and 
experience in mining, processing, trading and distribution.

These, along with an established organic growth track record, 
provide us with ongoing opportunities to optimise our asset base 
through extraction efficiency, in-sourcing and partnerships.

ESG is at the heart of sustainable development which is the key 
to Salungano’s long-term growth strategy. ESG also enables the 
quality of the future life of the company. Through collaboration 
and respect for the environment, our social imperatives and 
our conscious, ethical and transparent approach to business 
anchored by a governance structure led by our board of directors, 
a platform of sound policies and best practice has been formed.

Investment philosophy
Our investment ambitions are guided by a shared value philosophy:

• The opportunity should add value from the optimal capital allocation, yielding returns that exceed Salungano’s internal hurdle rates;

• The opportunity should support payment of dividends to shareholders in the medium to long term;

• The investments should have high impact in terms of the most pressing social and environmental issues with a strong focus on 
governance; and

• We invest in companies that will impact earnings positively in the short to medium term.

Laying the foundation to grow sustainably

Stability Sustainability Scalability
Sweat current operations and manage 
business well to maintain steady state.

Optimal balance sheet and capital 
structure with sustained shareholder 
rewards. Social licence to operate.

Fast-track development of organic 
growth projects.

Target Target Target

8mt ROM
FY21
Customer-centric balance between 
Eskom, domestic and export coal.

Sustained shareholder  
returns 
Regulatory and social licence to operate.

Increase ROM to
10mt 
Operationalise and optimise 
Moabsvelden and Arnot.

Continue to evaluate available broader 
inorganic merger and acquisition growth 
opportunities in diversified minerals, 
energy and related services and 
opportunities within the value chain.

Status of target Status of target Status of target

8mt ROM
achieved in FY22

Sustained shareholder  
returns 
Regulatory and social licence to operate.

8mt ROM
achieved in FY22
Currently evaluating available inorganic 
merger and acquisition growth 
opportunities.

Arnot OpCo entered into a 10-year  
CSA with Eskom.

Target Target Target

70% Eskom ESG framework 
implemented in FY22

Investment evaluation  
criteria

Status of target Status of target Status of target

Eskom revenue at 77% The transformational 
process into a strategic 
set of sectors has 
commenced

Investment evaluation 
criteria approved by the 
board

Our strategy
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Strategy and value creation

Human capital Manufactured capital Intellectual capital

• Skills and experience
• Health and safety
• Leadership
• Diversity

• Infrastructure, plant and equipment
• Distribution centre
•  Assets aimed at quality, compliance, 

efficiency and sustainability

• Mining and prospecting licences
• Intellectual property, proprietary  

or licensed technologies
• Policies, procedures and protocols

Outputs

• Jobs
• Skilled workforce
• Safe working environments
• Strong leadership team
• Commercial expertise

• Sustainable mining operations
• Expansion projects
• Processing optimisation
• Asset optimisation
• Quality and standards

• Eskom contracts
• Mining rights
• Mine plans

 â Trade-offs, challenges and constraints  â

• Employee and skills retention
• Senior leadership team expanded and 

strengthened with commercial and 
corporate transactional skills

• Infrastructure costs
• Acrux Resources deployed advanced 

sensor-based sorting technology to 
upgrade lower-grade coal at two of 
Salungano’s operations

• Retaining highly skilled and experienced 
resources

• Arnot OpCo has entered into a long-term 
coal supply agreement (“CSA”) with 
Eskom

IN
PU

TS

Financial capital Social and relationship capital Natural capital

•  Debt and equity capital
• Investment funding
•  Cash flow and working capital 

management

• Social and labour plans (“SLP”)
• Group health and wellness programme
• Stakeholder engagement
• Shareholder confidence
• Transformation

• Land
• Water
• Air
• Energy

Activities

O
U

TC
O

M
ES

• Energy (electricity) and economic 
development

• Shareholder value
• Contractor and enterprise development
• Arbitrage

• Government and industry relationships
• Eskom relationship
• Local economic development (“LED”)
•  Community skills development and 

upliftment
•  Housing, farming projects and 

community infrastructure

• Rehabilitated land
• Emissions avoidance and mitigation
• Brownfield development
• Reduced water consumption

 â Trade-offs, challenges and constraints  â

• Divestment in coal assets
• Investor pressure on fossil fuels
• Economic trading conditions
• Mine rehabilitation costs
• Invested in and ongoing contributions to 

environmental rehabilitation as well as 
the proceeds on the sale of assets at the 
time of mine closure

• Loss of community agri economy
• Managing air, dust and noise pollution
• Lost time injury rate: 0.00
• HDSA: 88%
• R9.3 million training spend
• R4.5 million spent on community 

housing projects
• R1.9 million spent on farming projects

• Carbon dioxide emissions and climate 
change

• Finite natural resources
• Waste, air quality and land 

contamination
• Consistent measurement and 

monitoring of environmental impact
• R41.4 million spent on environmental 

protection

Trading

Sales and 
marketing

Management 
and 

optimisation

Mining

Processing

Procurement

Research and 
development

Support 
functions

Supply 
logistics

Salungano is currently undergoing a transformation from 
predominantly being a coal miner, processor and supplier to  
a diversified investment group. 

 The transformation will be possible through the correct application of our six capitals.

Financial profits Coal Mining waste CO² emissions

Our business model
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Strategy and value creation

Stakeholder 
engagement
We recognise that the quality 
of the relationship we have 
with our stakeholders impacts 
our ability to identify material 
matters and the way in which we 
purposefully engage with them. 
We view transparent stakeholder 
engagement as a form of value 
creation and preservation. 
Feedback derived from these 
engagements directly informs 
our key strategic discussions.

In addition, stakeholder engagement provides opportunities to 
further align business practices with societal needs and expectations, 
helping to drive long-term sustainability and shareholder value. A 
stakeholder evaluation is constantly under review at group level as 
well as in the Resources and Trading divisions.

Key stakeholders are the entities or individuals that can reasonably 
be expected to be significantly affected by the organisation’s 
activities, products and services, or whose actions can reasonably 
be expected to affect the ability of the organisation to implement 
its strategies and achieve its objectives.

Salungano’s stakeholder engagement approach makes use of 
various mechanisms to make informed assessments and is 
aligned with regulatory and SLP requirements and expectations. 
Authentic and valuable stakeholder engagement requires that 
stakeholders have appropriate and accessible platforms and the 
means to feedback and that the organisation is responsive to that 
feedback.

Our stakeholder identification and mapping process is aligned 
with the approach recommended by the GRI Standards and 
the <IR> Framework, and the group continues to play a more 
meaningful role in the transformation conversation and at 
industry level.

Salungano plans to increase its visibility through industry 
leadership and talent mentorship, which will include membership 
to and participation at relevant industry-specific bodies. We 
are also undertaking a stakeholder identification and mapping 
process which will inform our stakeholder engagement plan for 
enhanced stakeholder concern responsiveness and a drive towards 
greater collaboration. In addition, we plan to publish various 
position papers on carbon and climate, business diversification 
and investment.

We monitor our engagements in the following ways:

  Financiers

Engagement

• Regular contact sessions around status of operations and 
specific initiatives

• Quarterly submission of management accounts and 
compliance certificates

Key interests and issues

• Balance sheet optimisation: operational finance costs 
reduction and removal of assets

• Business diversification (alternative energy/minerals) 
• Climate change
• Business continuity 
• Key customer dependency
• Loan agreements and financing facilities to Salungano
• Compliance with various covenants and undertakings
• Overall liquidity

Our response and actions

• Keeping providers of finance informed timeously of 
relevant developments 

• Management of finance facility embedded in performance 
management programme 

• Proactively manage finance covenants 

  Suppliers

Engagement

•  Ongoing regular meetings regarding business dealings, risk 
management and business planning

• Presentations and correspondence regarding product 
features and service offerings

Key interests and issues

• Continuity of business relationships on commercially 
optimal terms 

• Service delivery and quality
• Building relationships 
• Price competitiveness

Our response and actions

• Overseen across the group and updated accordingly
• Strive for on-time delivery
• Regular engagement with suppliers 
• Gifts register in place

Salungano plans to increase 
its visibility through industry 
leadership and talent 
mentorship, which will include 
membership to and participation 
at relevant industry-specific 
bodies.
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Stakeholder engagement | continued

  Shareholders

Engagement

• Stock Exchange News Services (“SENS”) announcements

• Interim and final results presentations and teleconferences

• Regularly updated website 

• Dissemination of information through a defined contact list

• Calls with strategic shareholders if and when required

• Site visits and investor open days to mining facilities

• Regular engagement with key shareholders

Key interests and issues

• Business diversification (alternative energy/minerals) 

• Climate change

• Business continuity

• Key customer dependency 

• Ethics and company reputation

• Leadership for change

• Strength of the board 

• Succession planning

• Long-term lives of mines

• Earnings and sustainability 

• Dividend payments

• Black ownership

• Single customer dependency 

• B-BBEE

• Communicating value proposition of the business

Our response and actions

• Increasing the asset base 

• Diversified revenue streams, product mix, export/
domestic customers

• Management team strengthened 

• Board appointments

• Integrated annual report strategy review

   Employees

Engagement

• Training and development 

• Quarterly staff communication sessions

• Personal career development plans 

• Written staff communications and memos

• Staff communication sessions (town halls)

• Periodic policies and practices audit 

• Training and development initiatives

Key interests and issues

• Healthy, safe and productive working environment

• Staff development, career and succession planning

• Setting and monitoring performance goals

• Market-related and equitable reward and employee 
benefits

• Employment equity and diversity management initiatives

• Review of employee benefits

• Policies communicated appropriately and understood

• Ethics and company reputation

• Leadership for change

Our response and actions

• Employment equity plan in place 

• Fair and consistent implementation of disciplinary and 
grievance codes

• Consultation with employee representatives

• Annual Department of Labour submissions on 
employment equity 

• Business unit employment equity forum in place

• Reports and workplace skills plans 

• Display of key labour legislation at the workplace

• Training sessions

  Customers

Engagement

• Contract review processes 
• Formalised business dealings, meetings, telephone 

conversations, credit checks and reviews

Key interests and issues

• Product quality
• Efficient and timely delivery of product 
• Competitive pricing structures
• Service levels 
• Relationship building

Our response and actions

• Conscious effort to meet expectations where applicable
• Continually monitor product quality from the Resources 

and Trading divisions
• Regular visits and virtual engagement with customers

 Mining contractors

Engagement

• Continual monitoring of service level agreements and 
adherence to outsourced contracts – daily reports, weekly 
production monitoring meetings

• Monthly assessment of delivery against targets and leading 
key performance indicators (“KPIs”)

• Tripartite community engagement forums
• Attendance of staff meetings as observer

Key interests and issues

• Service level agreements 
• Outsourced contract agreements
• Operations planning and capacity management
• Industrial labour relations 
• Community support and upliftment
• Performance and accountability

Our response and actions

• Coordinated annual and rolling three-month planning
• Monitoring key risk and performance indicators 

(productivity, capacity and stakeholder management)
• Continuous production efficiency optimisation
• Monitoring of reportable incidents, shift reports and 

suggestions log
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    Mining-affected communities

Engagement

• Mining Future forum

• Tripartite contractor community forums

• Scheduled meetings with LED forums 

• SLP initiatives

• Corporate social responsibility initiatives (enterprise 
development, community projects - school renovations and 
road maintenance works)

• Non-governmental organisation relations and interactions

Key interests and issues

• Sustainability of economic empowerment and 
sustainability initiatives beyond life of operations 

• LED projects and social and labour planning 
implementation

• Financial support of community upliftment initiatives 

• Environmental sustainability

• Post-life of mine sustainability of communities

• Impact of mining on community and environment

Our response and actions

• Development of community grievance procedures

• Successful relocation of eight families and handover of 
title deeds

• Focus on operating responsibly 

• Rehabilitation programmes

 Unions

Engagement

• Regular consultation on reward and employment conditions 

• Consultation on transformation 

• LED and corporate social investment (“CSI”)

• B-BBEE

• Skills development

Key interests and issues

• Advancing matters of mutual interest

• Change management programmes 

• Partnering to effect workplace transformation

Our response and actions

• Group employment equity forum on transformation

• Mining employment equity committee

• Working together with contractors to address concerns

  Civil society groups

Engagement

• Stakeholder roadshows and awareness campaigns

• HIV/AIDS prevention initiatives 

• Responsible water management initiatives

• General social licence to operate

Key interests and issues

• Representations to the Human Rights Commission

• Position statements for major issues

• Issue-based approach

• Response via task team

• Terms of reference and plan of action

 Government 
  and municipalities

Engagement

• Forum participation

• Formal meetings

• Participation in public engagement with Chapter 9 
institutions e.g. Human Rights Commission 

• Engagement with municipalities for endorsement of 
compliance submissions

Key interests and issues

• Company track record in respect of human rights and 
environmental management performance 

• Legislative compliance

• Municipal endorsement of SLPs

Our response and actions

• B-BBEE ownership in excess of 60% and tracked regularly

• Human rights code in place

   Media

Engagement

• Interim and final results presentations 

• Specific direct engagements

• Operations visits

Key interests and issues

• Integrity of communications with all stakeholders

• Understanding the Salungano business

Our response and actions

• One-on-one engagement with financial and trade editors 
and journalists to ensure that Salungano’s strategy is well 
understood and accurately reported

• Circulation of press releases 

• Media alerts through SENS announcements

• Monitoring of media exposure 

• Media strategy reviewed annually

  Regulators

Engagement

• Annual reporting to the DMRE and the Mining 
Qualifications Authority

• Department of Water Affairs

• Department of Labour 

• Department of Land Affairs

• Department of Trade and Industry 

• South African Revenue Service 

• JSE

• Companies and Intellectual Property Commission

Key interests and issues

• Regulatory and legislative compliance to mining industry 
standards

• B-BBEE codes and Mining Charter compliance

Our response and actions

• Annual submission of annual regulatory compliance and 
update reports

• Tax certificates of good standing 

• Compliance register system being introduced to manage 
and track all regulatory matters

• Dedicated training programmes across the group

• Whistle-blower hotline

• B-BBEE plan and strategy developed

Stakeholder engagement | continued
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Business risks and 
opportunities management

To achieve our strategic goal of creating shareholder 
value, Salungano is totally committed to effective 
risk management. Our strategy, governance and  
day-to-day operations are all in our control.

The strategic success of Salungano depends on the 
identification and effective treatment of risks related 
to strategic objectives and ESG material concerns. 
To that purpose, the risk management framework is 
a continual process for identifying known and new 
risks in various divisions and business processes.

Risk management framework
The ethos of the risk framework we are working towards is set out below. We are currently updating and 
finalising a risk framework and will report on this in the next integrated report.

The Salungano risk management framework is implemented through the risk management process as outlined in the diagram below.
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Risk identification

Risk assessment

Risk analysis

Risk evaluation

M
onitoring and review

The risk management process at Salungano is a strategic 
enabler that is integrated into all of our activities, functions and 
systems. When developing strategies, the board and respective 
management layers take into account business risks, and 
controls are regularly monitored at the strategic, tactical and 
operational levels.

The most essential goal of enterprise risk management is to 
establish a continuous and thorough identification of risks 
in all elements of the organisation, encourage open and 
honest communication about these risks, and ensure the 
implementation of necessary controls and risk treatment 
activities.

The risk management approach at Salungano aims to strike 
the right balance between minimising the company and 
stakeholder risks connected with every business activity 
while also maximising the possible return. In this framework, 
all uncertainties that potentially affect one or more of our 
objectives at various levels can be assessed from both an upside 
(opportunity) and a downside (risk) perspective. Effective risk 
management enables management to deal with uncertainty, as 
well as the risks and opportunities that come with it, improving 
the enterprise's ability to create shared value.

The focus this year has been on ensuring that all organisational 
business units across the business are aware of the importance 
of following the risk management process rigidly when dealing 
with complexity as part of their decision-making process.

The main risk management goal of Salungano is to establish 
an effective group-wide risk management culture. The group's 
strategic objectives within our three major focus areas are 
managed on a continuous basis to identify, analyse, prioritise 
and treat relevant risks in the most effective way possible to 
provide an optimal risk-reward profile for all stakeholders.

Our risk identification and analysis incorporate material issues 
that have emerged though the ESG strategic process.

Salungano's board of directors controls risk management 
through the audit, risk and compliance committee, and senior 
management is responsible for executing risk management 
in accordance with the enterprise risk management policy 
and framework. The overarching premise and attitude of our 
company is to keep focusing on making risk management a duty 
of every employee and contractor.

The group’s key risks are set out on  pages 38 to 42.

The trend report ranks from the extreme highest to lowest 
residual rating and compares Salungano’s strategic risks for FY20 
and FY21 with FY22. The residual rating is the risk remaining after 
considering the existence and effectiveness of internal controls 
in place. The table overleaf outlines the trend of Salungano's top 
13 risks for FY22, ranked by residual risk rating.

Governance and culture

Strategy and 
objective setting

Performance

Review and revision

Information, 
communication and 

reporting
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Business risks and opportunities management | continued

Risk 
ranking Risks 

2020 
Residual rating Trend

2021 
Residual rating Trend

2022 
Residual rating

1 Funding and liquidity High ➜ Extremely  
high

➜ BCM*

2 Single customer concentration High ➜ Extremely  
high

➜

High

3 Safety and health concerns (COVID-19) High ➜  Extremely  
high

➜

High

4 Rising mining operating costs – ✦ Medium ➜ High

5 Loss of social licence to operate – ✦  Extremely  
high

➜

Medium

6 Community and labour instability Medium ● Medium ● Medium

7 Climate change and environmental concerns Medium ● Medium ➜ High

8 Cyberthreats – ✦  High

➜

Medium

9 Loss of key personnel and critical skills High

➜

Medium ➜ High

10 Regulatory uncertainty compliance Medium ● Medium ● Medium

11 Expiry and non-renewal of CSAs by Eskom – – – ✦ BCM*

12 Tarnished relationship between Eskom and 
Salungano emanating from possible litigation 
on CSA clause

– – – ✦ High

13 Inability to rehabilitate our mines – – – ✦ High

➜ Residual risk rating increased 

➜

Residual risk rating reduced ● Residual risk rating unchanged ✦  New risk identified

*	 Business	continuity	management.

Strategic risk

113

212

311

410

59

68

7

Tarnished relationship between Eskom and Salungano 
emanating from possible litigation on CSA clause ✦

✦

✦

Funding and liquidityInability to rehabilitate our mines

Single customer concentration

Safety and health concerns 
(COVID-19)

Rising mining operating costs

Loss of social licence to operate

Community and labour instabilityCyberthreats

Loss of key personnel and critical skills

Regulatory uncertainty compliance

Expiry and non-renewal of CSAs 
by Eskom

Climate change and environmental concerns

➜

➜

➜

➜

➜

➜
➜

➜

Risk description Mitigation
Strategic 
objective

1 Funding and liquidity
Breach or non-adherence to funding covenant 
agreements resulting in additional interest charges, 
drawdown restrictions or termination of funding 
(liquidity risk) and deferral of expansion and growth 
initiatives.

• Managing project execution and timing of investment 
outflows to optimise utilisation of debt facilities for 
operational improvement, extension and expansion 
projects 

• Renegotiate the funding terms with the funders 

• Ensure adherence with the funding covenant 
agreements. 

• Business diversification (alternative energy/minerals)

2 Single customer concentration
The risk of relying on Eskom as a single customer 
where financial viability of Eskom remains a 
concern in the short to medium term. Operational 
challenges and the slowdown in the economy will 
affect Eskom’s ability to generate revenue and 
address its financial challenges.

• Broadening customer base 

• Build adequate stockpiles 

• Enforcing CSA

• Engagement with Eskom management and fostering 
or building relationship

3 Safety and health concerns (COVID-19) 
Interruption of operations due to the COVID-19 
global pandemic resulted in temporary closure of 
operations and production losses.

Broader operational environment affected by level of 
perceived risk or exposure to incidence of COVID-19 
impacting operations in the form of additional 
mitigation initiatives or rates of absenteeism of 
critical operators.

Salungano’s operations continued throughout, with 
some decline in export sales via Richards Bay Coal 
Terminal Proprietary Limited and in domestic sales 
through the Trading division.

• Continue to implement safety improvement plans, 
with a focus on effective management of critical 
controls required to manage significant safety risks 

• Managing essential controls and ways to ensure safe 
working environment of essential activities 

• Continuous monitoring and adjustment to ensure full 
alignment with COVID-19 regulations and guidelines 
as they evolve

• Extensive measures in terms of various initiatives 
to manage the exposure and risk of transmission 
(including community programmes) 

• Initiatives to be prepared to manage and treat 
potential COVID-19 incidence 

• Established guidelines and standard operating 
procedures, including training and monitoring of 
activities and contacts

4 Rising mining operating costs 
Rising mining operating costs, including those 
relating to ESG. With the potential impact of 
COVID-19, mining companies were already exposed 
to higher inflation prior to the pandemic, and 
COVID-19 may lead to additional costs.

• Financial reports to the audit, risk and compliance 
committee and the board are prepared by the finance 
department on a quarterly basis 

• Monthly financial flash reports and management 
accounts are submitted to the executive committee 
on a monthly basis

5 Loss of social licence to operate 
Risk of social licence to operate is driven by inability 
to achieve SLP targets as approved.

Increased social activism due to socio-economic 
challenges, increased state intervention in the 
mining sector through legislation and regulation, 
depressed economic outlook, inability to meet some 
new Mining Charter targets, e.g. procurement and 
onerous compliance requirements.

• Adherence to the Mining Charter and B-BBEE 
requirements 

• Conduct SLP audits 

• Proactive involvement in sustainable socio-economic 
development initiatives 

• Pursue identified initiatives to progressively improve 
Salungano's B-BBEE rating 

• Regular engagement with government. 

• Reporting on Mining Charter requirements (external 
and internal) 

• Reporting on SLP requirements (external and internal)

Stability Sustainability Scalability
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Business risks and opportunities management | continued

Risk description Mitigation
Strategic 
objective

6 Community and labour instability 
Lack of community buy-in causing community 
unrest resulting in business disruptions or 
production losses.

Labour unrest at mines leading to production being 
halted.

The risk of community unrest is integral to mining 
operations, and the level of risk is influenced 
by factors such as effectiveness of community 
programmes and stakeholder management, the 
proximity of community villages to operations, 
conditions of economic, political and local 
traditional leadership structures, local procurement 
initiatives and by actions and programmes of other 
mines both on a national and regional basis.

The risk of labour unrest is integral to mining 
operations and is closely related to community 
buy-in. The level of risk is influenced by factors such 
as contractor management, changes in working 
or employment conditions and wages, economic 
and political conditions, national industry level and 
employee union initiatives.

• Adherence to the Mining Charter and B-BBEE 
requirements

• Conduct SLP audits

• Proactive involvement in sustainable socio-economic 
development initiatives

• Pursue identified initiatives to progressively improve 
Salungano's B-BBEE rating

• Regular engagement with government

• Reporting on Mining Charter requirements (external 
and internal)

• Reporting on SLP requirements (external and internal)

• Communication and coordination of SLP and 
community support initiatives

• Effective regular engagement through structured 
forums such as tripartite forums with Salungano

7 Climate change and environmental 
concerns
Climate change is one of the defining challenges 
of our era and our commitment to being part 
of the global response presents both risks and 
opportunities.

• Climate change is a serious issue for our planet and 
coal-based energy is a significant contributor to 
current carbon dioxide emissions levels and global 
warming 

• Climate change poses a risk to Salungano’s 
operations and communities – extreme weather 
events cause operational disruptions and distress for 
impacted communities 

• The company is committed to emissions reductions 
and offsets, and building climate resilience for its 
operations and communities

• Salungano has drafted the carbon climate position 
paper 

• Salungano is committed to reducing direct carbon 
emissions from operations, which are largely caused 
by electricity and diesel consumption 

• Salungano is looking to play a leadership role in the 
industry by limiting/lowering scope 1 and scope 2 
emissions in line with science-based targets 

• Salungano’s climate change strategy includes 
community building plans and incorporates 
commitments to recognised external benchmarks 
and initiatives such as science-based targets and the 
Task Force on Climate-related Financial Disclosures 
(“TCFD”)

Risk description Mitigation
Strategic 
objective

8 Cyberthreats • Continue to protect operational technology to 
decrease disruptions and ensure business continuity 

• Due to the dramatic increase in cybercrime globally, 
a software platform across the group to safeguard 
infrastructure critical to our sustainability will be 
implemented. Furthermore, we embedded additional 
software precautions at the onset of COVID-19 to 
protect our business against attacks as our people 
transitioned to home offices

9 Loss of key personnel and critical skills • Review and improvement of retention strategy and 
benefits 

• Introduction of long-term incentive 

• Staff development and communication (face-to-face 
and newsletters)

• Introduction of Salungano Fridays, to improve the 
growth, culture and connection of employees within 
the organization. The Salungano Fridays are held once 
a month on a Friday. 

10 Regulatory uncertainty compliance • Appropriate structures supported by systems and 
procedures are key to the compliance framework 

• Ongoing review of regulatory framework and status 
to ensure optimised resource requirements for 
compliance and address gaps. Third-party assurance 
reviews of the process and compliance status 

• Continuous monitoring of COVID-19 regulations to 
ensure full alignment with COVID-19 guidelines as 
they evolve

11 Expiry and non-renewal of CSAs by 
Eskom

• Broadening the customer base by expanding to 
export markets

12 Tarnished relationships between Eskom 
and Salungano emanating from possible 
litigation on CSA clause

• Salungano and Eskom are in negotiations concerning 
the CSA clause that Salungano believes needs to be 
honoured by Eskom to find an amicable solution

13 Inability to rehabilitate our mines • Reserves for the rehabilitation fund have been 
provided for in the year under review, and Salungano 
will keep reviewing these funds

Stability Sustainability Scalability
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Business risks and opportunities management | continued

Our performance

Salungano top 13 heat map
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Our performance

Group chief 
executive 
officer’s 
report

As the company looks to take its first steps on this journey of 
becoming a diversified investment company, we are proud to 
have finalised our name change from Wescoal Holdings Limited 
to Salungano Group Limited in March 2022. 

This move is in response to the global shift to cleaner energy 
sources, as the impact of climate change continues to be felt 
throughout the world. However, the balancing act of managing 
climate change goals with the world’s increasing energy needs 
is creating an energy crisis, which in 2022 saw global coal prices 
reach record highs. South Africa also remains heavily dependent 
on coal for its electricity production, and as we witness many 
Western countries return to coal use to keep their lights on and 
energy affordable, in light of the Ukraine war, coal’s importance 
to energy security and the care that needs to be exercised in 
phasing it out has been highlighted.

We at Salungano are proud to have achieved our 8mt annual 
production target in the past financial year, which occurred in a 
challenging local market, and is being offset by the favourable 
global coal pricing environment. The recent bullish seaborne 
coal market came at a fitting time for the group as we look 
to diversify our coal sales mix away from Eskom. We are 
therefore pleased to have secured our first export contracts and 
commenced coal shipments from the Durban port. We are also 
actively exploring opportunities to take the first steps in our 
journey to becoming a diversified investment company with a 
focus on agriculture and renewables.

Financial results summary
Salungano recorded a 32% increase in revenue to R5.1 billion 
(FY21: R3.9 billion), while gross profit increased by 34% to 
R551 million (FY21: R411 million). Operating profit increased by 
only 2% to R138 million (FY21: R135 million), mainly due to an 
impairment in investment in a joint venture and movement in 
expected credit losses which impacted the group’s profitability. 

“Salungano’s name change is in line with 
 its medium- to long-term strategy  
to become a diversified investment 

company. Salungano will also continue 
to evaluate various growth opportunities 

in line with its strategy to become a 
diversified investment company.”

Revenue up 

32% to

R5.139 billion 
(FY21: R3.902 billion)

Mining ROM volumes of

8.2 million tonnes 
(FY21: 7.7 million tonnes)

Gross profit up 

34% to

R551 million 
(FY21: R411 million)

Headline earnings per share

6.13 cents 
(FY21: 2.87 cents loss)

The year under review has been eventful for both the group and 
coal markets. The group’s origins lie in the coal sector and we will 
remain substantially invested in this sector in the medium to long 
term as we embark on a just transition away from coal. 
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EBITDA up 

14% to

R646 million 
(FY21: R569 million)

Headline earnings per share

6.13 cents 
(FY21: 2.87 cents loss)

Capital expenditure down 

65% to

R150 million 
(FY21: R420 million)

Cash generated from operations down 

13% to

R672 million 
(FY21: R773 million)

Gearing ratio down to 

47% 
(FY21: 55%)

Chief 
financial 
officer’s 
report

Chief executive officer’s report | continued

The group generated EBITDA of R646 million (FY21: R569 million) 
due to minimal production-related stoppages and increased 
take-up of coal from the group’s main customer, Eskom. Net 
debt decreased to R706 million (FY21: R1.022 million), which, in 
turn, decreased the gearing ratio to 47% (FY21: 55%). Notably, 
headline earning per share increased by 314% to 6.13 cents per 
share (FY21: -2.87 cents per share). 

Executive movement
I assumed the position of group CEO post year-end, effective 
1 April 2022. Dr Humphrey Mathe became a member of 
the remuneration committee effective 6 April 2022 and his 
classification changed to independent non-executive director 
effective 29 September 2021. Mr Cecil Maswanganyi became 
a member of the project and investment committee effective 
1 April 2021. Mr Thivha Tshithavhane has been appointed to act 
as CEO of Wescoal Trading until further notice, following the 
retirement of Mr Mike Berry.

Ms Jubilant Speckman resigned as group CFO on 13 April 2022 
and she will leave the company within six months from the 
resignation date. We are currently looking for a replacement for 
her role. 

Mining operations
Salungano invested R150 million into its operations as capital 
expenditure. Most of the current year’s investments have been 
at Moabsvelden to complete its box cut and at Vanggatfontein 
which relates to deferred stripping. Moabsvelden Mine continues 
to add value in the group’s portfolio as its contribution to the 
total group production volumes was key in helping Salungano 
reach the milestone 8mt annual production target. Arnot Mine 
commenced production activities in February 2022, and currently 
supplies the Arnot Power Station via conveyor belts in terms 
of a 10-year Eskom CSA awarded in August 2021. Currently, 
production is from the underground sections of the mine, and a 
strategy is in place for the development of opencast operations. 
This will help the mine position itself as a multi-product asset 
supplier, supplying coal to Eskom and the export markets thus 
taking advantage of the favourable export prices. In addition, 
Arnot will be exploring various non-traditional funding sources 
which include coal prepayments and strategic partnership 
funding models with contractors in order to help mitigate 
capital injection challenges. 

The group's immediate priorities are to resume production 
at Vanggatfontein Colliery, which was placed under care 
and maintenance, ramp up supply to Eskom from Arnot and 
increase coal supply into the export market. The stability that 
comes with supply to Eskom in terms of the long-term CSA 
that is in place at Moabsvelden, combined with flexibility to 
ramp up production at non-Eskom-tied mines, like Elandspruit, 
puts Salungano in a good position to deliver solid returns for 
shareholders in the current favourable coal pricing environment. 
This is as the group looks to mine out the current coal resources 
within its portfolio.

Trading operations
Sales volumes in the Trading segment decreased by 7.5% to 
617kt (FY21: 667kt), while higher coal prices resulted in revenue 
increasing by 1.3% to R707 million (FY21: R698 million). Lower 
prices, due to an abundance in coal availability in the local 
market through the first three quarters of FY22, resulted in 
depressed overall margins, while the unprecedented increase 
in export demand in the fourth quarter of the financial year 
affected coal availability in the local market negatively, 
impacting sales volumes for the last quarter. 

Maintaining trust
The manner in which we engage with our stakeholders is 
essential, particularly now that we have embarked on our 
just transition journey. We see it as an imperative to keep 
all stakeholders abreast of the company’s future plans and 
directions as we understand how much confusion this might 
cause. We have specialist teams established to interact with 
stakeholders. This enables the company to anticipate and 
address pressing issues that could potentially impact the group’s 
status as a responsible corporate citizen and helps articulate our 
vision to stakeholders and clearly communicate our ESG goals. 

Strategy for growth
Salungano’s name change is in line with its medium- to long-
term strategy to become a diversified investment company. 
Salungano will also continue to evaluate various growth 
opportunities in line with its strategy to become a diversified 
investment company. Its focus in terms of this strategy is to 
play a part in the shift to cleaner energy sources in South Africa 
as the country undergoes a just transition. The transition 
strategy of the group is guided by its ESG principles and the 
group remains committed to ensuring that it contributes 
to government’s net zero carbon emissions commitments 
through implementing ESG-compliant technologies, such as the 
Acrux Sorting Technologies, which enable us to produce more 
environmentally friendly products, at a lower cost of production 
per tonne, thus aiding the energy transition.

We are embarking on this journey and renewal to ensure that 
Salungano can remain competitive amid, and responsive to, 
the changing conditions in which our sector is operating. Most 
importantly, Salungano will aim to be part of transforming the 
sector from one that has traditionally been an extractive one to 
one that places the ethos of just transition at the centre.

Robinson Ramaite
Group	chief	executive	officer

29 July 2022
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Chief financial officer’s report | continued

With the prior year investment into the Moabsvelden operation, 
we had a clear target to ramp up the production of Moabsvelden 
and invest in other areas that support production. This target 
has realised as the revenue for the group increased by 32% to 
R5.1 billion compared to R3.9 billion in FY21. The COVID-19 impact 
in the prior year also had a negative impact on revenue, which did 
not have a major impact in FY22. Moabsvelden revenue made up 
32% of the total revenue generated by the Resources (Mining) 
division. The gross profit margin has remained primarily the same 
at 10.7% compared to 10.5% in the prior year.

Operating profit increased to R138 million compared to 
R135 million in the prior financial year which is after an 

Capital expenditure per operation

FY21FY22
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33%
36%
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Moabsvelden

Khanyisa

Other

An investment of R49 million was made in Arnot in the first 
quarter, which relates to completion of the subscription towards 
the 50% shareholding and unfortunately had to be impaired in 
the financial year because of uncertainties relating to securing 
further funding for the operation. An additional R32 million was 
also advanced to the operation, in line with the working capital 
facility agreement.

In terms of working capital, inventory increased by R155 million 
during the year and this increase is indicated per operation in the 
graph below. 
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The operating profit increased 
to R138 million compared to 
R135 million in the prior financial 
year, after an impairment of 
a joint venture investment of 
R59 million (FY21: zero). 

The total EBITDA for the group 
increased from R569 million in 
the prior year to R646 million in 
the current year.

impairment of an investment in joint venture of R59 million. 
The reason for this impairment relates to uncertainties 
regarding security funding for the venture in the short term. The 
expected credit losses also increased to R54 million compared 
to R1.7 million in the prior year, due to uncertainties relating to 
recovery of receivables from the joint venture and repayment of 
the working capital facility.

The total EBITDA for the group increased from R569 million 
in the prior year to R646 million in the current year, and 
Moabsvelden’s contribution to the increase was significant.

Movement in the EBITDA can be summarised as follows:

EBITDA variance analysis

R’
m

ill
io

n

0

200

400

600

800

1 000

1 200

1 400

Sales price
variance

EBITDA
31 March 2021

Sales
volume
variance

Cost of
sales price
variance

569

259

397

Cost of
sales 

volume
variance

(271)

(200)

(187)

Inflation

(20)(12)
(44)

(43)

143

5
57 646

RoyaltiesTransport
margin

Labour
related

ECL Trading Other EBITDA
31 March 2022

Operating
costs

Financial position, cash generation and 
capital allocation
The total external sales volumes are at 7.7mt (FY21: 6.9mt) and 
contributed significantly to the cash generation of R672 million 
(FY21: R773 million). The prior year cash generation is inclusive of 
a late payment from Eskom of R297 million which was meant to 
be received in FY20. Excluding this anomaly from the prior year 
cash generation, the cash generated from operations in FY22 of 
R672 million would represent a 41% increase.

Taxation paid to authorities increased to R73 million from 
R50 million in the prior year due to the improved performance of 
the group and due to the ramp-up of operations at Moabsvelden. 

The capex invested into our operations is at R150 million which 
represents a 64% reduction from the prior financial year. Current 
year capex has mainly occurred at Moabsvelden to complete 
the box cut and storm water management. The Vanggatfontein 
capital expenditure relates predominantly to deferred stripping.
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The increase in the value of inventory was driven by higher 
volumes of stock and higher unit costs.

Inventory increase

49% 51%

Cost Volume

Debt and covenants
The net debt for the year ended 31 March 2022 was at 
R706 million compared to R1.0 billion for the year ended 
31 March 2021, which represents a 32% reduction. The net debt 
is made up of the following components:

Net debt composition 31 March 2022
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The cash generation in the group has enabled the company 
to make substantial repayments towards its interest-bearing 
debt, including a catch-up of the R76 million term loan that 
was previously deferred by the group’s lenders. The total 
repayments towards the interest-bearing borrowings amount to 
R300 million compared to R82 million in the prior year. 

The group also met its four covenants for the reporting period 
as indicated in the following table below and on 20 May 2022, 
the third amendments, which rectify the breach on the lending 
agreements in FY21, were signed. The group is no longer in 
breach of its conditions in the lending agreements. 

The covenants are as follows:

Requirement
31 March 

2022
31 March 

2021

Net debt to 
EBITDA <2.5 0.98 1.65

Net debt to 
equity <1.5 0.87 1.18

Interest cover 
EBITDA >3.5 8.75 5.46

Debt service 
cover >1.3 1.67 2.01

Net debt movement
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Systems
During the financial year, the Trading division transitioned to the 
group SAP ERP system, realising the target of ensuring that all 
entities in the group are on one platform. 

This enables easier integration, a centralised governed set of 
master data, easier workflow management and ease of access 
to all transaction information in the group. Achieving this 
milestone streamlines the integration of financial data into 
global reporting, consolidation budgeting and apt utilisation of 
the forecasting tool.

Dividends
After careful consideration of the financial position, 
performance of the group and macroeconomic conditions, 
the board resolved not to declare a final dividend for FY22. The 
board remains committed to delivering shareholder value and is 
currently prioritising capital allocation to the repayment of debt 
and to ensure the completion and ramp-up of the development 
of the Moabsvelden Project. Returning value to shareholders in 
growth and dividends still remains a key target for the group.

Appreciation
I would like to extend my appreciation to the people who have 
supported me in my journey at Salungano. This extends to the 
board and its committees, the executive management team, my 
finance team, other departments in the company and various 
stakeholders that I have engaged with.

I wish Salungano the very best in the delivery of the 
diversification strategy and I wish my successor well in playing 
a key part in the delivery of this strategy and as Salungano 
ventures into the export market.

Jubilant Speckman
Chief	financial	officer

29 July 2022
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Our impact and 
accountability
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Our impact and accountability

Summary of sustainability from ESG report

Message
Salungano’s ESG journey began some time ago, albeit without 
the structure that frames it today. The company’s contractor 
business model along with community social and labour 
commitments have provided a platform for solid organic growth 
and meaningful value creation for stakeholders.

Relationships with contractors and suppliers have been forged 
and the company boasts a Level 1 B-BBEE rating. A revitalised 
new board in 2019 marked an important milestone in the journey 
and the company began contemplating its role in a changing 
socio-economic landscape. 

The business model remained a good platform for growth 
and a structured ESG approach provided the catalyst for the 
emerging diversification strategy, finalised in 2022, capped by 
the announcement of the company name change to Salungano 
Group Limited.

The timing of this sea change has been important in the context 
of South Africa’s Just Transition with increasing expectations 
from government, investors, society and other key stakeholders. 
For example, new legislation means that Salungano’s mine 
rehabilitation exposure could be as much as R1.6 billion and 
access to finance for new coal mining rights in South Africa is 
difficult. The way we present our new strategy will play a key role 
in our investor relations impact.

Importantly, global short-term instability has seen a rise in fuel 
and coal prices, which has opened a window of opportunity 
for Salungano, providing a valuable alternative in exports to 
the currently erratic and low-margin trading environment in 
South Africa. Proceeds from the export market will provide the 
company with a valuable economic platform for diversification 
and investments within the framework of our strategy.

Salungano has engaged with the JSE to align the group’s ESG 
expectations and the JSE has commended Salungano for its 
comprehensive approach to ESG management and reporting.

Social and ethics committee focus areas have been directed at 
health and safety practices, policy alignment with corporate 
and industry governance expectations, compliance with various 
charters and practices (such as Organisation for Economic  
Co-operation and Development, Basic Conditions of 
Employment Act, Labour Relations Act) and the company’s 
ESG strategy, which continues to mature. More specifically, 
the committee has prioritised water impacts, rehabilitation 
programmes, provisions for mine closure, future-proofing 
communities and impacts on protected species. 

ESG governance is now well established and is lived and owned 
by divisions and people. At the organisational level, our ESG 
steering committee (“SteerCo”) has provided evidence of 
implementation, meeting every two months with workstreams 
and continuously embedding the strategy. ESG has found its 
way into the majority of organisational KPIs, and technology 
systems have been deployed to manage ESG performance 
towards targets and reporting and assurance objectives. 
The implementation of social and community programmes 
is ongoing and now forms part of the ESG strategy. Capital 
provisions and payments for these projects are evidence of the 
value being created.

The social and ethics committee is helping to ensure that the 
board is capacitated so that it can exercise fiduciary impact 
through ESG training for board and executive team members, 
including capacity-building programmes with the Institute of 
Directors South Africa.

Our ESG Barometer is a comprehensive manifestation of our 
strategy, managed by a bespoke Veriport technology platform. 
The barometer incorporates ESG pillars, focus areas, key 
performance areas (“KPAs”), KPIs and targets, although many 
KPIs and targets remain in development. Only KPIs that have 
been finalised have been included in our ESG Dashboard, which 
we aim to complete this year. Given that the dashboard has 
only recently been implemented and that all KPIs are not yet 
finalised, its role as an indicator of overall ESG performance is 
premature. We have, however, elected to include the dashboard 
to set a point of departure and to benchmark our progress over 
time. Various strategic focus areas in the barometer do have KPIs 
and the company’s performance under these is worth noting in 
the ESG chapters and sections that follow.

Andile Mabizela
Social	and	ethics	committee	chairman

Sustainability context
Carbon and climate

This abundant supply of coal sees our national electricity 
grid carry a significantly heavier carbon footprint than all but 
a handful of others and the carbon dioxide released from 
coal combustion is seen as a significant contributor to the 
acceleration of global warming and climate change. 

Sectors across industry and commerce which tread heavily upon 
the environment are rising to the challenge to address emissions 
while looking to retain the economic benefits of their activities 
in the extended value chain. Salungano joins this just transition 
with a sustainable business case and an important role to play.

As a coal mining company, Salungano’s objectives are to limit 
greenhouse gas (“GHG”) emissions from operations, while 
influencing and collaborating towards a low-carbon growth 
economy. 

Land and biodiversity
Conservation and rehabilitation are important for the protection 
of land and biodiversity. Salungano’s environmental focus 
areas include reducing damage to soil, land, landscapes, 
biodiversity and natural habitats. By setting and managing 
targets around waste recycling, concurrent rehabilitation and 
soil contamination, we reduce impacts and minimise financial 
and natural capital liabilities associated with final rehabilitation. 
Financial provision for rehabilitation is a material issue that 
requires ongoing evaluation and management.

Water and air
Water is a scarce natural resource for the country and a key 
natural capital input requirement for Salungano’s business 
model. Not only can coal mining dust negatively affect air 
quality in areas surrounding the mines, causing damage to crops 
and the respiratory health of workers and communities, coal 
washing consumes large amounts of water which may then 
carry these particles of coal dust into the natural environment. 
Well-maintained pollution control dams are key to reducing 
relative water consumption, maximising reuse and preventing 
water contamination and air pollution.

Energy
The business of coal mining requires significant energy inputs 
in the form of grid electricity and diesel fuel. Energy efficiency 
and carbon emissions reduction are important focus areas 
for Salungano. We are reducing relative energy consumption 
by driving good practices and efficiency projects. Projects are 
aimed at optimising our energy mix, which includes exploring 
renewable energy solutions.

Thick seams of coal run close to the 
surface of South Africa’s north-east and 
the country ranks seventh among  
coal-producing and coal-consuming 
nations. Coal powers more than 75% of 
South Africa’s primary energy needs, and 
thereby consumes approximately 17.8% of 
the global annual supply.

Coal in South Africa is mined primarily for 
use in coal power stations and for export 
to nations seeking to do likewise. The 
coal sector contributes to approximately 
80 000 jobs (or about 0.5% of total 
employment) and it is widely expected 
that South Africa’s energy needs will be 
supplied by a mix of sources within the 
next two decades.

Summary of the ESG sustainability report
Refer	to	our	website	at	https://salunganogroup.com/wp-content/uploads/2022/07/salungano-group-2022-sustainability-report.pdf	for	the	full	sustainability	report.
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Summary of the ESG sustainability report | continued

Strategic approach
ESG has been at the heart of the company’s transition and will 
continue to play a guiding role in our operations and investment 
decisions. Our ESG strategy has been an influential catalyst for 
the evolution of our business, our brand and our people.

Salungano developed its comprehensive ESG strategy in FY21, 
to secure the future of the company and its employees, and 
to guide the company’s transition through a diversification 
strategy.

ESG strategy
In addition to providing guidance for our emerging role in South 
Africa’s Just Transition, our ESG strategy gives us the opportunity 

KPIs under each of the 11 strategic themes inform the ESG Barometer, which is a tool to integrate ESG into what the organisation 
is already doing to fill the gaps and to measure and track performance against KPIs. This is supported by internal and external 
communications plans to drive knowledge, ownership and culture.

to establish ourselves as a responsible mining operation, by 
providing a clear leadership focus and unlocking opportunities 
for cost savings, increased efficiencies, risk mitigation, 
reputation enhancement and competitive advantage, as we 
embark upon a mineral diversification discovery journey for 
future consideration.

Salungano’s ESG strategy is built on three pillars: environmental, 
social and governance, with each pillar encompassing key 
themes against which organisational performance is measured. 
These pillars and themes inform high-level objective statements 
and management priorities aligned to the United Nations 
Sustainable Development Goals (“SDGs”). 

Environmental Social Governance
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Water efficiency
Water quality
Air quality
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Energy efficiency
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Carbon
Carbon management
Climate change
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Corporate governance
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Ethical and responsible leadership
Ethical leadership
ESG leadership

Regulatory compliance
National and industry
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Standards and benchmarks
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Summary of the ESG sustainability report | continued

Salungano material topics and focus areas 2021/22
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Strategy and business model implementation
Investment philosophy, criteria and implementation and access to capital

•  Coal prices and exchange rate (exports)
• Operational costs, efficiencies and asset optimisation
• Absence of long-term CSAs
• Funding transition strategy
• Economics export opportunities, challenges of port access and logistics reliability and costs
• End of life: sustainable closure

En
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ro
nm
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l Mine rehabilitation liabilities

• Challenges relating to carbon reduction and compensation pathway
• Climate changes: strategic and operational risks
• Water contamination management
• Water scarcity, biodiversity protection

So
ci

al

Skills and expertise for Salungano – current and future requirements (e.g. export, agriculture, 
renewables)
• Workforce health and safety
• Social licence to operate, local community impacts
• Employee satisfaction, retention and morale
• B-BBEE, supplier development and localisation

G
ov

er
na

nc
e

Coal supply contracts

• Just transition: governance, pace of implementation, board commitment
• Legal/regulatory compliance
• Supply chain sustainability and standards
• Contractor sourcing and management
• Customer requirements: compliance issues
• Embedding ESG in the organisation
• Labour matters
• Greenwashing and greenwashing perceptions
• Ongoing management of fraud and corruption

Policy and practices
Salungano’s strategy is underpinned by a sound policy framework, which has been established over many years and informed by 
industry regulatory requirements, the JSE Listings Requirements, a comprehensive ESG strategy and more. In 2021, the company took 
specific actions to introduce or strengthen ESG policies that were directed at responsible leadership or positions on material topics such 
as climate change.

Our commitment includes, but is not limited to, the freedom to contract, the freedom of association and the right to collective 
bargaining, safe and clean working conditions and fair remuneration.

A whistle-blower system is available to (and communicated with) all Salungano stakeholders and a report of all incidents is presented 
to both the social and ethics committee and the remuneration committee quarterly. All site entrances have a complaint register book 
where community-affected members can lodge their complaints. Community forums are also used to register and resolve community 
complaints.

ESG Barometer
The ESG Barometer is the key tool against which our ESG 
performance is measured, providing an instant overview of 
ongoing organisational performance against the three key pillars 
and 11 key themes contained in the ESG strategy.

Each theme is underpinned by specific KPAs and within each 
KPA, there are specific measurable targets or KPIs that have been 
set. The barometer tracks these KPIs against the set targets.

Material topics
Our ESG strategy development approach included a materiality 
process which identified and prioritised risks and material 
issues for Salungano. This process considers the extent to 
which a) issues may impact the organisation’s ability to create 
economic, environmental and social value, and b) are impactful 
for, or may have an influence on the assessments and decisions 
of key stakeholders.

Further materiality exercises have since taken place and as 
the organisation transitions towards becoming a diversified 
mining and investment company, the process has become more 
complex. At the time of publication of this report, a “materiality 
universe” has been created which, while not in its final form, 
is a fair reflection of the current and emerging focus areas for 
Salungano. 

The company’s risk management team has supported the 
ESG SteerCo, embracing the principle of double-materiality 
in the mapping process. Salungano’s material topics profile 
will be finalised following the completion of engagements 
with the executives and management, the board and selected 
stakeholders within the context of the transition strategy.

The ESG Barometer is the key 
tool against which our ESG 
performance is measured, 
providing an instant overview 
of ongoing organisational 
performance against the three 
key pillars and 11 key themes 
contained in the ESG strategy.
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Summary of the ESG sustainability report | continued

Water and air
 Water 

Salungano understands that mining-caused water pollution is 
increasing pressure on water resources across the world and 
specifically in South Africa where there is a massive legacy of 
mine water contamination in the Witbank Coalfields and gold 
mines. The issue is further exacerbated by climate change. In 
most regions, slow-onset environmental disasters, such as 
water scarcity, drought and flooding, are leading to increased 
pressure on South Africa’s fresh water resources. We have 
committed to running our operations’ water consumption in a 
closed loop, where water used for beneficiation is recycled. We 
have also made a commitment to develop and implement water 
conservation and demand management plans in FY23 and install 
water meters in key areas to ensure that our water balances 
are available in real-time, for us to manage our water-use 
efficiencies and intensity. 

Water efficiency FY22 FY21

Water consumption (m3) 408 968.19 3 396 754.8

Waste intensity (m3/t) 0.049771 0.52 

As part of our effort to reduce our water-use intensity and 
improve coal qualities, Salungano adopted the use of an 
advanced sensor-based sorting solution from Acrux Coal Sorting 
Proprietary Limited. 

Acrux is a fully funded turnkey solution and will reduce 
sulphur and ash content in ROM coal by up to 70% and 35%, 
respectively. It is this reduction, particularly in sulphur, that 
ensures the customer receives a cleaner product, and makes  
new markets more accessible.

Air 
Emissions generated by mining activity continue to alter the 
composition of the atmosphere, leading to air pollution, 
climate change, stratospheric ozone depletion and exposure to 
persistent, bioaccumulative and toxic chemicals. Salungano’s 
operations are in the National Environmental Management Air 
Quality Act Highveld which has been declared a priority area. 
It is therefore critical for the business to measure, manage and 
reduce our ambient air quality impacts. We run an extensive air 
quality monitoring programme and report our emissions in line 
with the South African Greenhouse Gas Emissions Reporting 
System and the South African Atmospheric Emission Inventory 
System. 

Salungano is investigating practices that would further reduce 
dust emissions, such as using bitumen emulsion products for 
dust control, road stabilisation and automated dust suppression 
devices. 

Energy
Salungano has reduced the use of diesel generators and lighting 
plants to reduce direct GHG emissions. Of the five operations, 

only one operation, Moabsvelden, uses diesel generators on 
a full-time basis. The other operations use generators for 
emergencies only. The changes made have reduced our scope 1 
emissions by more than 50% since our baseline year (2018). 

Energy FY22 FY21

Electricity consumption 
(kWh) 198 866 811 14 530 386

Electricity intensity (kWh/t) 27.62 24.20

Diesel consumption (L) 29 541 860 29 954 096 

Diesel intensity (L/t) 4.1 3.85

In the next financial year, Salungano will be making a concerted 
effort to invest in renewable energy initiatives to power up the 
mine operations. Salungano is assessing an employee scheme 
to subsidise the installation of solar power at the homes of 
participating employees which would also serve as a possible 
offset project for the organisation’s carbon emissions.

Carbon

GHG emissions FY22 FY21

Scope 1 (tCO2e) 2 393.065 1 157.547

Scope 2 (tCO2e) 592.46 678.53

The Salungano carbon context
Salungano is committed to reducing direct GHG emissions 
from operations primarily caused by electricity and diesel 
consumption. The company is looking to play a leadership role in 
the industry by limiting/lowering scope 1 and scope 2 emissions 
in line with science-based targets. 

Notwithstanding that currently, and for the foreseeable 
future, the country remains dependent on coal for power 
generation, Salungano acknowledges that coal combustion in 
electricity generation activities is currently South Africa’s most 
significant meaningful contributor to climate change. As a 
coal producer, the company must balance various national and 
business objectives underpinned by the national requirement 
imperative – to transition to a low-carbon growth economy. By 
acknowledging and developing its role in the climate change 
conversation, Salungano will better position itself as a relevant 
business and an agent of change in the medium to long term. 

Climate change position 
Climate change is a severe issue for our planet, and coal-based 
energy contributes to current carbon dioxide emissions levels 
and global warming. Climate change poses a risk to Salungano’s 
operations and communities – extreme weather events cause 
operational disruptions and distress for impacted communities. 

Environmental
Context
Salungano recognises that there is the potential for significant 
environmental impacts across our expanded coal mining value 
chain, which include environmental harm from extraction and 
GHG emissions from combustion. Impacts in each of the five 
life cycle stages are important for us to understand in order 
to target mitigation and contribute to change. Where these 
impacts fall outside of our boundary of control, we will look at 
initiatives to influence them. 

The mining sector will remain a driver of value in South 
Africa within the pathway of the country’s Just Transition and 
Salungano understands the potential impacts and trade-offs 
that are required to support this objective. The company believes 
that there is a place for responsible coal mining, and that there 
is an opportunity to provide leadership in the sector. 

This intention begins with the removal or mitigation of 
environmental impacts from operations and extends to the 
responsible rehabilitation of closed mines, in accordance with 
the highest standards, so that land use and biodiversity are 
prioritised for the long term.

Focus areas
Land and biodiversity

Salungano understands that land and biodiversity are valuable 
resources in South Africa. Our operations have a significant 
impact on both, so a key priority for the business is to reduce, 
mitigate and offset any impacts in line with the National 
Environmental Management Act and its associated specific 
environmental management acts, and our other environmental 
authorisations.

Land and biodiversity FY22 FY21

Biodiversity – harm to red 
list protected species Zero Zero

Rehabilitation – backfill 
volume 7 616 583 9 485 049

Waste to landfill (metric 
tonnes) 592.46 678.53

Waste intensity (t/mt) 72.1 85

Salungano developed a biodiversity policy that demonstrates 
our commitment to protecting sensitive areas such as wetlands 
and pans as well as red list species such as the bullfrogs at 
Elandspruit Colliery’s Graspan Pan. We also undertake rigorous 
biomonitoring of our watercourses. 

Salungano has adopted the theme of 
healthy planet, healthy people from the 
sixth Global Environmental Outlook. We 
want to play our part by contributing to 
the environmental dimensions set out in 
the SDGs. 

Fundamental to our ESG strategy is the 
intention to manage our environmental 
impact, including our contributions 
to climate change. We undertook a 
three-phased approach to the strategy, 
which started with the identification of 
material environmental impacts and the 
development of a comprehensive ESG 
framework, using best practices promoted 
by globally relevant frameworks and 
standards, such as the GRI Standards, 
the <IR> Framework and GHG Protocol. 
Secondly, we developed an ESG Barometer 
to track the performance of the 
organisation against the ESG strategy. 
Lastly, we created an implementation plan 
to integrate and implement the strategy 
into the business. 
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Our impact and accountability

Summary of the ESG sustainability report | continued

The social pillar of our ESG strategy 
focuses on our relationships with our 
workforce and the communities in 
which we operate, our value chain and 
our approach to key stakeholders in our 
value chain, ensuring that stakeholders’ 
interests are considered, and that the 
organisation is engaging and responsive, 
particularly around material impacts. 

Social development
Context
The mining sector plays an important socio-economic role in 
South Africa, driving jobs and economic development nationally 
and in local communities. 

The success of Salungano is inextricably linked to our human 
capital resources and our people are critical to the delivery of 
shareholder and stakeholder value.

As a mining and coal trading company we understand that 
our people are exposed to health and safety risks and that by 
providing standards, guidance, training and support, we are 
investing in long-term value-driven partnerships.

Environmental and social impacts from mining can include 
pollution of water, air and soil and the disruption of farming 
activities and community life. Salungano enters into SLP 
agreements with communities and honours its social contracts 
with these communities. We also have additional initiatives that 
are linked to our B-BBEE contributions and our social contracts 
through localisation and enterprise development. Salungano is a 
Level 1 B-BBEE contributor. 

Our employees at the mines are exposed to health and safety 
risks. It is our responsibility and a moral duty as a corporate 
citizen to assess, mitigate and manage these risks. We also have 
a business imperative of addressing issues of transformation and 
inequality in the workplace and surrounding communities. 

Focus areas
People

People FY22 FY21

Employees 263 214

Contract workers 2 029 2 396

Lost time injury rate 0.28 0.38

Occupational disease rate Zero Zero

Fatality rate 0.00 0.00

Training spend (R) 9.3 million 4.8 million

Compliance to mining 
licence

Zero
 infringements

Zero
 infringements

Our duty is to act in a responsible leadership role, to value, 
protect and nurture our people and to partner with them on a 
journey of personal and sustainable development. This extends 
beyond the boundary of employment to our important mining 
contractor stakeholders – the extension of our workforce family 
is an enabling part of our ESG strategy.

The company is committed to reducing emissions and 
offsets, and building climate resilience for its operations and 
communities.

The climate change strategy is anchored by the group’s 
transformation strategy. It includes community building plans 
and incorporates plans for commitments to recognise external 
benchmarks and initiatives, such as science-based targets or  
the TCFD. 

Strategic response
Salungano’s role starts with a commitment to reducing carbon 
emissions from operations and setting targets that are aligned 
with global and national expectations around sustainable 
development, in line with our ESG strategy. In addition to 
Salungano’s coal mining activities, the company will continue 
to explore mining diversification opportunities and renewable 
energy projects that will underpin the transformation strategy, 
to shape and define the long-term outlook.

The long-term business strategy includes diversifying mining 
operations to produce other valuable minerals, thereby reducing 
Salungano ’s contribution to coal consumption and promoting a 
greener economy.

Salungano is investigating various renewable energy 
technologies that could increase energy security and efficiency 
while reducing direct carbon emissions. Considerations to 
expand the renewables programme over time may provide 
strategic opportunities for Salungano to enter into power 
purchase agreements with the national utility and with 
municipalities to provide much-needed grid capacity. Renewable 
energy as an alternative energy source in the operations and 
the production of renewable energy as an expanded business 
offering, are potentially key strategic opportunities within the 
context of energy transition and climate change mitigation.

Policy development
The current policy framework supports Salungano ’s climate 
change and carbon commitments, as well as the ongoing 
development and evaluation of climate change and carbon 
policies, which form an essential part of the successful delivery 
of Salungano’s ESG strategy. Key position statements and 
policies that are being implemented or are in development 
include the:

• climate change policy;

• business diversification and investment position statement; 
and

• energy transformation position statement.

Reducing carbon emissions
Salungano’s continued commitment to reducing emissions from 
its operations and product consumption (scope 1, 2 and 3) are 
ongoing and will include several focused activities.

• We have established carbon intensity targets to understand 
and reduce relative scope 1 and scope 2 emissions in crucial 
business areas.

• We are reducing overall emissions from energy inputs, 
including, as a result of a shift from diesel to electricity, 
consumption where possible.

• Although emissions from electricity are meaningfully lower, 
this shift will further allow Salungano to target cleaner and 
more efficient electricity sources, including renewables.

• We are identifying and developing a tracking process for 
scope 3 emissions within the Salungano locus of operational 
control, particularly contractor transport and leased 
machinery (including transportation of waste, water and 
employee commute).
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Our impact and accountability

Summary of the ESG sustainability report | continued

Communities
Salungano values the communities we work with. We are accountable for how our business impacts the communities in which we 
operate, and our SLPs continue to reflect this. We understand that our own success is dependent on their sustainability.

Community engagement Frequency Issues of engagement

Employment equity and skills development forum Quarterly Discuss employment equity and skills development issues

Union/management forum Monthly Update shop stewards on Salungano’s performance
Changes and updates on standard operating procedures
Complaints from employees

Future forum Quarterly Discuss the future of the mines including measures to avoid 
retrenchment

B-BBEE tracking meetings Monthly Evaluate progress on all B-BBEE initiatives

Women in Mining forum Quarterly First meeting held but we need to ensure that Salungano 
Trading is incorporated into the programmes

Salungano commits to the protection and elevation of human 
rights, and we are guided by the fundamental principles of 
human rights enshrined in the South African Constitution 
and declarations by the United Nations and international 
conventions. All our contractors and suppliers are required to 
make the same commitment to do business with Salungano. 

Employees
Employees are a critical element to the success of the business. 
In mining, the workforce is exposed to health and safety risks. 
Health and safety remain our top priority. Corporate citizens in 
South Africa have a moral and legal duty to address equality and 
transformation in the workplace. 

At Salungano, we are committed to the development of our 
employees through upskilling programmes which prepare them 
for the transitional journey we are undertaking. We aim to 
keep the Salungano employee value proposition relevant and 
meaningful. These commitments will help us achieve our pledge 
to develop and retain top industry talent. 

Salungano spent R9.3 million in the reporting period on training 
for employees and communities. 

In terms of regulation 42(1)(a) of the MPRDA, Salungano 
has SLPs in place at its mining operations. Internal skills 
development programmes included training on compliance, 
adult basic education training, operator training, National 
Certificate Business Administration, National Certificate IT  
Tech Support, executive development programme, ethics officer 
training, risk management training, environmental honours 
degrees, MBAs and Mining Charter training.

Health and safety
Our philosophy around health and safety is first and foremost to 
create a safe, empowering work environment for our employees, 
which complies with and extends beyond legislation, including 
the Mine Health and Safety Act, all regulations and compulsory 
codes of practice.

Salungano has developed and implemented robust internal 
safety, health and environment management standards to 
manage stoppages and DMRE compliance instructions aligned 
with section 54 of the Mine Health and Safety Act. 

We are committed to zero harm at all our operations. To achieve 
this, we ensure that employees, contractors and other affected 
parties attend hazard identification and risk assessment training 
to ensure that they are informed of the risks and hazards 
associated with their work and are trained in the identification of 
such, including remediation techniques and practices. 

We have an advanced wellness programme that is administered 
by an independent service provider to ensure that the employee 
value proposition is enhanced and employees have access to 
expert assistance in cases of distress both at work and at home. 

Our ethics and corporate governance policies and practices are 
aimed at delivering on contracts and commitments, made to 
local communities.

Through our SLPs, our supplier development and localisation 
programmes and our B-BBEE commitments, we provide tangible 
opportunities to community-based businesses at our operations. 
We participate in the incubation of community-based initiatives 
that will provide long-term contractual services to nearby 
operations.

Value chain
Salungano recognises the importance of our influence on 
customers and suppliers in the context of our ESG strategy 
and sustainability objectives. We endeavour to provide (and 
realise) significant value from our interactions with our 
customers and suppliers. Through authentic engagement, we 
can foster a culture of trust, which, in turn, creates a platform 
for collaboration and innovation. As a responsible mining 
company, we are expected to exert pressure on our customers 
and suppliers to reduce and mitigate environmental and social 
impacts and to partner with us to develop these through 
innovative projects. 

Our customers are increasingly making demands from their 
suppliers to uphold environmental and social commitments 
and standards. Our strategy positions us well in this regard, 
prioritising the importance of our social licence to operate and 
our environmental commitments, to the extent that we foresee 
Salungano playing an influential future role.

Stakeholders
Salungano has a well-developed stakeholder engagement 
approach that is aligned with regulatory and SLP requirements 
and expectations. Our intentions are to continuously improve our 
engagement process and to be more responsive to issues raised.
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Our impact and accountability

Summary of the ESG sustainability report | continued

Salungano is a strong, viable, competitive 
and accountable organisation governed 
through structures, practices, codes and 
performance management. A robust 
boardroom authority-sharing structure 
ensures that there is a clear balance of 
power between directors, and board 
committees are accountable with clear 
mandates. 

Our ESG strategy acts as a platform 
for our transition strategy and a guide 
for the development of our standards 
and practices. The strategy will serve to 
further integrate senior management in 
the governance of the company, driving 
a culture of agility, ownership and 
accountability. 

ESG leadership
The social and ethics committee monitors compliance with 
Salungano’s code of ethics and conduct and oversees the 
implementation of Salungano’s elaborate ESG strategy. 

The social and ethics committee monitors, and reports on, 
the governance of ethics while the board has mandated the 
executives to implement and execute the ethics framework, 
underpinned by Salungano’s values. The board acknowledges 
its ultimate stewardship and responsibility in respect of group 
values and ethics and sets the tone for an ethical culture where 
the Salungano values and principles are constantly cultivated 
among employees and stakeholders.

ESG strategy
Salungano developed a comprehensive ESG strategy in FY21, 
and the leadership team commenced the integration and 
implementation of this strategy in FY22. The social and ethics 
committee maintains executive oversight of the development 
and roll-out of the ESG strategy. 

The ESG strategy incorporates a hierarchical structure that 
promotes the use of KPIs and targets for key focus areas and 
includes an accountability framework.

ESG SteerCo
The ESG SteerCo is a working committee that is focused on the 
governance of ESG. The SteerCo reports to Salungano’s social 
and ethics committee. 

ESG SteerCo members include functional-centre heads, subject 
matter experts, authority figures and senior managers in the 
organisation. The SteerCo has a significant stake in how each 
project relating to Salungano’s sustainability efforts is managed 
and is responsible for the execution of the ESG strategy via the 
ESG Barometer.

ESG Barometer
With the guidance of external consultants, Salungano has 
developed an ESG Barometer which acts as a framework and 
tool for the implementation and monitoring of the ESG strategy. 

Through a pioneering partnership with ESG technology service 
provider, Veriport, Salungano will use software to manage, track 
and report on ESG Barometer performance. 

Governance
Corporate governance
The board makes adjustments and revisions to ensure that 
our strategy stays relevant, in line with existing and emerging 
investor and stakeholder requirements, in order to sustain 
short-, medium- and long-term value-focused objectives. 
Good corporate governance is a part of this, and it assists us in 
creating the atmosphere of trust, openness and accountability 
that is required to sustain long-term investment, financial 
stability and business integrity, resulting in stronger growth 
and more inclusive societies (refer to  pages 69 to 73 for the 
detailed corporate governance report). 

The social and ethics committee has developed an ESG strategy 
that contributes future-focused and stakeholder-centric 
objectives that boost relevance and value. The board promotes 
good corporate governance by following the King IV™ criteria. 

Regulatory compliance
The South African government seeks to create a regulatory 
and legislative environment that is stable, predictable and 
competitive. Salungano understands and agrees with the 
requirement for regulatory compliance. Business continuity and 
the group’s social licence to operate are aligned to its level of 
compliance and therefore the group has determined to move 
beyond satisfactory compliance to sector leadership. 

Aligning with respected local and international practices gives 
Salungano the standards and frameworks to both comply with 
necessary regulations and achieve sector leadership. 

Risk
The strategic success of Salungano depends on the identification 
and effective treatment of risks related to strategic objectives 
and ESG material concerns. To that purpose, the risk 
management framework gives structure to a continuous process 
to identify known and new risks in various divisions and business 
processes (refer to  pages 36 to 42 for the detailed risk 
management report). 

Our ESG strategy development practice strengthened 
the influence of a double-materiality process on our risk 
identification and prioritisation approach. The double-
materiality approach assesses impacts and their implications for 
the organisation’s financial value, as well as the organisation’s 
impact on the world at large, particularly with regard to climate 
change and other environmental and social impacts.
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Ethical leadership

In the interests of all of our stakeholders, we are committed to 
sustaining the greatest standards of ethics, transparency and 
good governance, and we follow strict compliance procedures.

We are producing and maintaining value and allowing better 
decision-making by adopting integrated thinking. Through our 
structures, processes, rules and performance management, 
we strive to be a strong, viable, competitive and accountable 
organisation. The board is ultimately accountable for the 
organisation's governance, ethics and values, and the social and 
ethics committee assists it in this area. It leads ethically and 
successfully within a sensible and effective control framework, 
ensuring that ethics are effectively handled and Salungano is 
a responsible corporate citizen. The board supports King IV’sTM 
values and derives its rights and responsibilities from the board 
charter. The board maintains a clear balance of power and 
authority to guarantee that no single director has complete 
decision-making ability.

Salungano recognises that, in light of the industry, global and 
national contexts, the company's strategy must incorporate 
and integrate ESG concerns, and that taking an industry-leading 
approach to these issues is not only advisable, but critical. 
Salungano is committed to sustaining the highest standards of 
ethics, transparency and good governance in the interests of all 
our stakeholders through the ESG framework and the social and 
ethics committee.

The SDGs and South Africa's National Development Plan are 
important to Salungano. Our ESG strategy's integration gives us 
a long-term view on investors' shifting expectations, allowing us 
to adapt our own positions on crucial issues like climate change 
to meet those expectations.

Salungano materially complies with the principles of King IVTM 
as set out in detail in our King IVTM application register for the 
financial year ended 31 March and available on our website at 
https://salunganogroup.com/sustainability/governance/.

All personnel are required to follow the company's ethics, 
bribery and anti-corruption rules. Employees are expected to 
report any potential conflicts of interest, and vetting is done at 
the time of hire. In addition, in accordance with a gifts policy, 
a consistent methodology for the declaration of presents to 
management is implemented. During the time period under 
consideration, no violations of the codes and policies were 
reported. The campaign began with the signing of an ethics 
pledge by all executives and a modification of the code of ethics, 
and will continue throughout the year.

The code of ethics is in force and was last updated in FY20. It 
will be reviewed again in FY23, following the completion of 
the organisation's ethical risk assessment. The code will be 
updated every three years or as needed in response to changes 
in applicable legislation and changes in the organisation's 
principles. The organisation will only adjust how it monitors 
code compliance in the coming financial year. For the year 
under review, no changes were made save for the switch from a 
manual to an automated declaration format.

We have only managed to conduct a fraud risk assessment with 
human resources during the year under review. A review of the 
finance function, Trading and other applicable sections of the 
group will be conducted in FY23.

Risks relating to human resources identified are as follows:
• Submission of false qualifications;
• Ghost/fictitious employees added to the payroll;
• Misclassification of payroll expenses; 
• Falsification of employee benefits; and
• Fraudulent reduction in payroll taxes. 

Whistle-blowing policy
Salungano continues to foster an environment in which all 
stakeholders are free to express genuine concerns about 
unethical behaviour, decisions or actions. Stakeholders are 
encouraged to follow the bribery and anti-corruption policy, 
which outlines a process for raising concerns in a safe and 
confidential way. When using the anonymous whistle-blowing 
hotline, every effort is made to protect the confidentiality of 
those who are reporting concerns.

Details of the bribery and anti-corruption policy can be found 
on the group intranet site or the Salungano website at  
https://salunganogroup.com/sustainability/governance/.

No political contributions were made during the year and no 
fines were received for non-compliance with laws in terms of 
socio-economic compliance.

There are no known cases of corruption reported under 
Salungano Group.

Environmental, social and governance
The Salungano board completed phase 1 of the ESG roadmap 
during the year that involved the development and adoption 
of a comprehensive ESG strategy and the introduction of this 
strategy in the previous integrated annual report. Phase 2 
comprises internal and external integration and communication 
of the ESG strategy and entails the identification of KPIs across 
11 themes, underpinned by an ESG Barometer. The board and 
its advisors are assisting with the ESG roll-out and plan to have 
a stand-alone component of the ESG report in the integrated 
annual report from FY23 onwards. 

The social and ethics committee will maintain executive 
oversight of the ESG strategy roll-out including the following:
• Board members pledged to ESG on code of conduct and ethics 

manifesto;
• Social and ethics committee accountability;
• ESG communications programme performance;
• Board participation, endorsement and espousal;
• Integrated annual report feedback loop – strategy and board;
• ESG Barometer implementation; and
• ESG communication metrics (internal and external).

Further detail is available in the sustainability report which can 
be found on our website*. 

Corporate governance

The board makes adjustments and revisions to ensure that our strategy stays relevant, in line with existing and emerging investor and 
stakeholder requirements, in order to sustain short-, medium- and long-term value-focused objectives. Good corporate governance 
is part of this, and it assists us in creating the atmosphere of trust, openness and accountability that is required to sustain long-term 
investment, financial stability and business integrity, resulting in stronger growth and more inclusive societies.

The social and ethics committee oversees an ESG strategy that contributes future-focused and stakeholder-centric objectives that 
boost relevance and value. The board promotes good corporate governance by following the King IVTM criteria.

Governance structure
The board

Members Responsibilities

Dr Humphrey Mathe^ (Chairman)
Zukie Siyotula^	(Lead	independent	director)
Andile Mabizela^

Kabela Maroga#

Nomavuso Mnxasana^

Cecil Maswanganyi#

Eric Mzimela#

Robinson Ramaite	(Group	chief	executive	officer)
Jubilant Speckman* (Chief	financial	officer)
Thivha Tshithavhane	(Chief	executive	officer:	Mining)

• Steering Salungano and setting its strategic direction

• Overseeing and monitoring implementation and execution by 
management

• Approving policy and planning that give effect to the direction provided

• Ensuring accountability of the company’s performance by means of 
reporting and disclosures

• Consideration of employee-related matters and key appointments

• Ensuring succession planning

• Providing oversight on material matters

Project and 
investment 
committee

Audit, risk and 
compliance 
committee

Remuneration 
committee

Nomination 
committee

Social and ethics 
committee

See  pages 150 to 153 
for the full report

See  pages 74 to 81  
for the full report

See  pages 85 and 86  
for the full report

See  pages 82 to 84  
for the full report

Members Kabela Maroga#

(Chairperson)
Dr Humphrey Mathe^
Zukie Siyotula^
Cecil Maswanganyi#

Zukie Siyotula^
(Chairperson)
Andile Mabizela^
Nomavuso Mnxasana^

Nomavuso Mnxasana^
(Chairperson)
Eric Mzimela#

Zukie Siyotula^
Kabela Maroga#

Dr Humphrey Mathe^

Zukie Siyotula^
(Chairperson)
Kabela Maroga#

Nomavuso Mnxasana^
Dr Humphrey Mathe^

Andile Mabizela^
(Chairperson)
Cecil Maswanganyi#

Eric Mzimela#

Thivha Tshithavhane

Independent 2/4 3/3 3/5 3/4 1/4

Focus areas • Investment activities, 
oversight and 
decision-making

• Monitoring 
investment mandates

• Reporting (financial 
and integrated)

• Audit matters 
(internal and external)

• Risk management, 
information 
and technology 
governance 

• Information and 
cybersecurity

• Remuneration 
strategy and policy

• Human capital 
management

• Succession planning
• Board evaluations
• Nomination matters

• Good corporate 
citizenship

• Ethical leadership  
and conduct

• Social and economic 
development

• Stakeholder 
relationships

• Reputational 
management

^ Independent non-executive
#	 Non-executive
*	 Resigned	on	13	April	2022	and	will	leave	the	company	by	30	September	2022.

Salungano is a strong, viable, competitive and accountable 
organisation through its structures, practices, codes and 
performance management.

*	 https://salunganogroup.com/wp-content/uploads/2022/07/salungano-group-2022-sustainability-report.pdf
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Subsidiary boards

Wescoal Mining  
Proprietary Limited

Keaton Mining  
Proprietary Limited

Salungano Trading  
(Wescoal Trading)  

Proprietary Limited

Neosho Trading 86  
Proprietary Limited

Thivha Tshithavhane	(CEO)
Nthabiseng Mbekeni
Thembi Kganane

Thivha Tshithavhane (CEO)
Enos Lentsoane
Jubilant Speckman

Michael Berry (CEO)*
Thivha Tshithavhane  
(Acting	CEO)#

Enos Lentsoane
Ntombi Mphahlele

Thivha Tshithavhane (CEO)
Enos Lentsoane
Jubilant Speckman  
(alternate	director)

*	 Retired	on	31	May	2022.
# Acting	CEO	after	the	retirement	of	Michael	Berry.

Board and committee meeting attendance

Members 
Board  

meetings

Audit, 
risk and 

compliance 
committee 
meetings

Remuneration 
committee 
meetings

Social  
and ethics 
committee 
meetings

Nomination 
committee 
meetings

Special 
board  

meetings

Special audit, 
risk and 

compliance 
committee 
meetings

Special  
social  

and ethics 
committee 
meetings

Number of meetings 4 3 4 4 2 2 5 1

Dr Humphrey Mathe%

(Chairman)
4  – – – 2 2 – –

Zukie Siyotula 
(Lead	independent	
director, audit and  
risk	committee	chair)

4 3 4  – 2 2 5 1

Andile Mabizela#

(Social	and	ethics	
committee	chair)

4 3  – 4 – 2 5 1

Nomavuso Mnxasana#

(Remuneration	
committee	chair)

4 3 4  – 2 2 5 1

Eric Mzimela
(Member)

4 – 3 4 – 2 1 1

Kabela Maroga#

(Member)
4 – 4 – 2 2 – –

Cecil Maswanganyi^
(Member)

3 – – 3 – 2 1 1

Robinson Ramaite@

(Group	chief	executive	
officer)

4 1 1 1  – 2 1 1

Jubilant Speckman* 
(Chief	financial	officer)

4 3 4 4 1 2 1 1

Thivha Tshithavhane
(Executive	member)

4 2  – – – 2 1 –

*	 Resigned	on	13	April	2022,	effective	30	September	2022.
#	 Retiring	by	rotation	at	the	annual	general	meeting	("AGM”).
^	 1	April	2021	–	Cecil	Maswanganyi	became	a	member	of	the	project	and	investment	committee.
%	 29	September	2021	–	Dr	Humphrey	Mathe’s	classification	changed	to	independent	non-executive	director.
@	 Post	year-end	–	1	April	2022	–	Robinson	Ramaite	was	appointed	as	group	CEO.
%	 6	April	2022	–	Dr	Mathe	was	appointed	as	a	remuneration	committee	member.

Corporate governance | continued

Committee focus areas
Refer to the audit, risk and compliance committee report on 

 page 150, the remuneration committee report on  page 74, 
the social and ethics committee report on  page 82 and the 
nomination committee report on  page 85.

FY23 board focus areas

• Quarterly risk, compliance and ethics report

• Quarterly operational performance (CEO’s report)

• Quarterly financial performance, forecasts  
(CFO’s report, including treasury report)

• Feedback (reports) from committees

• Report on major developing issues/opportunities

• Report on ESG/sustainability (through the social and 
ethics committee)

• Investor relations feedback

• Report on subsidiaries

• Annual and interim reporting

• Items for regular consideration

• Renewable energy projects (through the project and  
investment committee)

• Capital investments (through the project and  
investment committee)

The board
The board comprises three executive directors and seven 
non-executive directors of whom four are independent. The 
non-executive directors are free to make their own decisions and 
judgements. They enjoy no benefits from the company for their 
services as directors other than their fees, potential capital gains 
and dividends on their interests in ordinary shares and options. 
The non-executive directors are high-calibre professionals and 
sufficient in number for their views to carry significant weight in 
the board’s deliberations and decisions. The applicable category 
for each director was tested using the guidelines contained in 
the JSE Listings Requirements. The board is in the process of 
appointing an additional independent non-executive director, as 
recommended by the nomination committee.

There is a clear balance of power between directors and 
no one director has absolute power of decision-making, as 
encapsulated in the board charter. The board charter was 
reviewed and adopted without change on 29 March 2022.

Existing directors are attending development programmes 
through the Institute of Directors South Africa and ESG training 
will take place in 2022.

The independent board
The independent board is utilised by the board to preside 
over certain matters, where necessary, as required for good 
corporate governance purposes, for example, when any 
possible conflict of interest may exist and regulations call for 
an independent governing body. It comprises independent 
non-executive directors who are not shareholders, who are not 
affiliated with the executives of the firm and have no business 
dealings with the company. When required, the independent 
board provides vigilant oversight to mitigate risk and promotes 
shareholder value. The independent board also oversees board 
responsibilities in areas such as mergers and acquisitions when 
independence is required.

Diversity policy
In accordance with paragraph 3.84(i) of the JSE Listings 
Requirements, the board adopted a revised policy on the 
promotion of broader diversity at board level, with a focus on 
the promotion of diversity attributes of gender, race, culture, 
age, field of knowledge, skills and experience in FY21.

The approach to diversity adopted by the board includes, 
inter alia:

• the target for the composition of the board shall be 80% 
black, to be achieved within three years from the adoption 
of the policy (May 2020);

• the target for the composition of the board shall be at 
least 50% female, to be achieved within three years from 
the date of adoption of the policy; and

• the targets for age and culture will be set by the board 
from time to time on recommendation of the nomination 
committee.

Currently, the board comprises four female directors, 
representing 40% of the board. All directors are black, exceeding 
the stated policy target of 80%. The board is constituted by an 
appropriate balance of older and younger directors from diverse 
cultural backgrounds.

The nomination committee and board are satisfied that the 
board is properly constituted with complementary skill sets, 
balance of power, experience and personal characteristics which 
support the principles and aims of gender, racial, cultural and 
age diversity.
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Board evaluation
The board has adopted the principles of King IVTM and agreed 
to conduct its self-assessment biennially, with external 
assessments conducted every alternate year, to allow sufficient 
time to implement remedial action. The self-evaluation 
covers the size and composition of the board, the directors’ 
induction and development effectiveness, board meetings, the 
relationship between the board and management, the flow of 
information, skills needed by the board and its committees as 
well as stakeholder relations.

A board evaluation is currently being conducted by external 
advisors.

Succession planning
The nomination committee is responsible for ensuring that there 
is a proper succession plan for directors and management and 
that all committees are appropriately constituted and chaired. 
The board is satisfied that the depth of skills of current directors 
meets succession requirements which include reviewing skills 
development, career path and succession planning, policies and 
procedures and recommendations regarding the essential and 
desired criteria, experience and skills for potential new directors, 
taking into consideration the board’s short-term needs and 
long-term succession plans. A formal succession planning policy 
for the board and senior management (CEO and CFO) was 
adopted by the board in September 2021 and additions to the 
policy followed in March 2022.

Company secretary
Effective 1 July 2022, Ms Yolande Lemmer was appointed as 
group company secretary, replacing FluidRock Co Sec Proprietary 
Limited. This appointment is in accordance with statutory 
requirements. The board has evaluated the company secretary’s 
independence and is satisfied that the company secretary is not 
a director of the holding company or any of its subsidiaries and 
is not related or connected to any of the Salungano directors. 
The company secretary is responsible for monitoring changes 
and developments in corporate governance and for frequently 
updating the board and executive directors in this regard.

The board recognises the pivotal role of the group company 
secretary in establishing effective processes and systems to 
ensure that good corporate governance forms part of the fibre 
of the organisation and is entrenched in its culture. It is satisfied 
that the company secretary is suitably qualified, competent 
and experienced to provide guidance in matters relating to 
governance and that all directors have access to the company 
secretary.

Share dealings and conflicts of interest
All directors and senior executives with access to financial 
and any other price-sensitive information are prohibited from 
dealing in Salungano shares during “closed periods”, as defined 

by the JSE, or while the company is trading under cautionary. 
A formal email communication is distributed company-wide 
informing all employees and directors prior to closed periods 
commencing on 1 April and 1 October.

Directors are required to obtain clearance to deal in the 
company’s securities from the CEO and/or chairman at all times. 
The company secretary, together with the sponsor, ensures 
that any directors’ share dealings are published on SENS. 
Salungano has an existing policy which regulates share dealings 
by directors, prescribed officers and employees (the information 
policy). As per the current policy, there were no changes and 
incidences of non-compliance.

Regulatory compliance
Compliance in the mining industry is critical to business 
continuity and our social licence to operate. It is also an 
important enabler, or destroyer, of reputation, investor 
confidence and equity.

Our stakeholders require that we demonstrate leadership in 
the industry by thinking beyond compliance and aligning with 
respected local and international practices, standards and 
frameworks. Adherence to, and compliance with, all necessary 
regulations is non-negotiable for Salungano.

The board is ultimately responsible for ensuring compliance with 
laws and regulations. New legislation that impacts the group is 
made available to the board members and discussed as required. 
The mitigation processes and procedures created by COVID-19 
in accordance with national regulations published in terms of 
the National Disaster Act as well as industry-specific mining 
regulations remain in place.

Noting that phase 1 of the Carbon Tax Act and taxing per tonne 
of carbon dioxide will be in full effect by June to December 2022, 
Salungano continues to investigate and adopt cleaner and more 
efficient technologies in adherence to carbon tax legislation.

The board has integrated all the necessary provisions of the 
Protection of Personal Information Act.

No fines or non-monetary sanctions were imposed on the group 
for non-compliance with any laws or regulations during the year 
under review, nor has the group been party to any legal actions 
for anti-competitive behaviour.

Salungano takes regulatory compliance seriously. Our business and 
social licence to operate are dependent on this. Our approach is to 
identify, document and maintain all requirements for compliance 
in an ESG compliance register. We aim to engage proactively with 
regulatory authorities to ensure ongoing compliance.

Our ESG strategy acts as a guide for the development of our 
standards and practices register, a repository of operating 
practices, benchmarks and/or standards that are continuously 
updated against our quality objectives and best practice.

We are driving accountability of compliance through ensuring 
that ESG compliance is a management priority. We plan to use 
reporting platforms to demonstrate our intention to move 
“beyond compliance” towards industry leadership. By adopting 
selected ESG and reporting standards and benchmarks, we are 
speaking the emerging and important language of investors and 
other key stakeholder groups.

Information technology (“IT”) and 
information governance
The audit, risk and compliance committee is responsible for IT 
governance on behalf of the board and reviews the reports from 
management and external assurance providers to ensure that 
an adequate and effective IT system is maintained. The group 
IT manager oversees the function and is responsible for reliable 
and secure IT systems, networks and applications to ensure 
that uninterrupted business processes maximise operational 
efficiency. The corporate strategy is supported and embedded in 
the framework and strategy of IT policies and procedures.

Additional crisis management plan processes are to be explored 
and implemented by the organisation. In respect of certain 
programs, such as SAP, external assurance is provided by 
the external auditor as part of the non-audit services on the 
effectiveness of IT internal controls.

The disaster recovery plan continues in the form of a technical 
restoration that is performed biannually. This is carried out to 
test the restore operability of the target systems, as well as 
applications at the secondary data centre, following a disaster.

Focus areas during the year included:

• Strategic alignment – linking business and IT to function 
well together. Creating and processing IT strategy to align 
with the overall strategic pillars of the company.

• Value delivery – creating and maintaining a service delivery 
ethic within the IT discipline to meet and exceed customer 
expectations on set projects or investments.

• Proactively setting provisions of infrastructure and services 
that are cost-effective, secure, robust and efficient.

• Performance measures – implementation of structures to 
measure business performance and examining where IT 
contributes in terms of achieving business goals.

Focus areas for IT governance in the year ahead include:

FY23 focus areas
• Risk management – instituting a formal risk and 

cybersecurity framework that strengthens how IT 
measures, accepts and manages risk, as well as reporting 
on what IT is managing in terms of risk and cybersecurity.

Salungano is committed to ensuring governance of information 
and segregated access rights are in place on all Salungano 
documentation, records stored on Salungano file servers and 
document management systems. The company’s domains are 
registered and monitored to protect the corporate identity.

There were no amendments to our IT governance procedures 
during the period under review.
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Remuneration report

Part 1: Background
The remuneration committee’s report informs shareholders 
and other stakeholders of the work done by the committee in 
the period under review. The report also provides, in addition 
to the open dialogue approach that prevails with shareholders, 
a clear indication of progress in the implementation of the 
remuneration policy.

Salungano’s integrated remuneration strategy recognises that 
the ability to attract, retain and motivate employees is not 
wholly dependent upon remuneration but also considers overall 
employee satisfaction, performance and engagement. The 
approach adopted is designed to attract and retain people of 
quality who are capable of managing and growing the business 
and are able to generate superior returns for the shareholders.

In this context, the committee continued reviewing its short-
term incentive  (“STI”)scheme to ensure it aligned with the 
short-term strategy of developing the framework for a future 
long-term incentive (“LTI”). The new remuneration strategy, 
aligned with business objectives and best practice, will be 
further developed in FY23. It must be noted that the current 
Share Incentive Trust (LTI) is still active and will be allowed to 
run out over its natural lifetime (as agreed by the remuneration 
committee and the board) while the committee continues to 
develop an improved LTI. In the meantime, the existing STI 
arrangements will continue to be implemented. The new LTI 
(share incentive scheme) will be more inclusive and aligned with 
the group’s strategic intent.

The STI is fully operational and has a predefined framework.
The company monitors performance across a range of 
predetermined, contracted objectives that are structured into 
the variable pay policy. Competitive remuneration linked to 
performance and shareholder value creation underpins the 
company’s high-performance culture philosophy.

Structure of the report
The report details the company’s remuneration committee 
activities, which include among other things, the 
implementation of the short-term remuneration policy.

Role and responsibilities
• The committee has an independent oversight role and makes 

recommendations to the board for its consideration and final 
approval. It does not assume the functions of management 
which remain the responsibility of the executive directors, 
officers and other members of senior management.

• Its key function is to assist the board by fulfilling the following 
roles:

Ǖ Determining the group’s remuneration structure and 
policies, and assessing their cost;

Ǖ Oversight of remuneration benchmarking procedures;

Ǖ Reviewing and determining base salary adjustments;

Ǖ Ensuring the company remunerates directors, executives 
and employees fairly and responsibly;

Ǖ Considering and recommending the approval of executives’ 
and senior managers’ salaries, annual increases and 
bonuses;

Ǖ Reviewing the remuneration strategy and policy including 
salaries, benefits, termination benefits, contractual 
engagement and consultancy packages;

Ǖ Ensuring the remuneration policy is put to a non-binding 
advisory vote at the AGM of shareholders every year;

Ǖ Considering the performance evaluation results of the CEO 
and other executive directors, both as directors and as 
executives, in determining remuneration;

Ǖ Selecting an appropriate comparator group when 
setting remuneration levels and considering annual 
salary benchmarking to ensure the organisation remains 
competitive on remuneration;

Ǖ Regularly reviewing incentive schemes to ensure continued 
contribution to shareholder value and that these are 
administered in terms of the rules;

Ǖ Advising and making recommendations on the 
remuneration of non-executive directors;

Ǖ Overseeing the operation of the group’s STI and LTI plans 
for executives and senior managers, including the approval 
of awards and setting performance criteria; and

Ǖ Overseeing the preparation and recommendation of the 
remuneration report to the board, to be included in the 
integrated annual report.

Key activities for the period under review included:

• a review of budget items within the committee’s remit;

• a self-assessment of the committee’s effectiveness;

• a review of the company’s remuneration policy, to be 
endorsed by shareholders at the AGM;

• a review of the remuneration methodologies, best practices 
and industry comparisons in respect of remuneration of 
executives and emoluments of non-executive directors;

• the review and recommendation to the board of senior 
executive rewards, incentive bonuses and salary increases;

Composition and scope of the 
remuneration committee
The composition and scope of the remuneration committee 
are set out in the written terms of reference which have been 
approved by the board. As recommended by King IVTM, the 
majority of committee members are independent non-executive 
directors. Members and meeting attendance are disclosed in the 
corporate governance section on  page 70.

The remuneration committee comprises five non-executive 
directors who have a general background of legal and corporate 
governance issues likely to affect the remuneration policy. The 
group chairman, Dr Humphrey Mathe, was appointed to the 
committee in April 2022.

The committee met four times during FY22.

The committee invites executives, members of senior 
management and representatives of independent advisors to 
attend meetings and to provide input and information.

Purpose
The purpose of the remuneration committee is:

• to assist the board in its responsibility of setting, monitoring, 
reviewing, approving and administering remuneration policies 
and practices;

• to monitor the company’s share incentive schemes 
(as overseen by the Share Incentive Trust);

• to ensure that the group’s executive directors and executive 
managers are fairly and responsibly rewarded for their 
individual contributions to the group’s overall performance in 
the context of overall employees of the group, in a way that 
promotes the achievement of the group’s strategic objectives;

• to assist the board to ensure that engagement on 
remuneration-related matters with stakeholders takes place 
regularly; 

• to assist the board to ensure that the group maintains its 
status as a responsible corporate citizen by overseeing that 
remuneration trends and remuneration issues (such as the 
ethics of pay and gender equality) are addressed and/or 
considered when discharging its duties; and

• to demonstrate to all stakeholders that the remuneration 
of executive managers of the group is set by a committee 
of board members who have no personal interest in the 
outcomes of their decisions and who will give due regard to 
the interests of the shareholders and to the financial and 
commercial health of the group.

• the review of trade union salary negotiations; and

• the review of share incentive scheme principles.

Part 2: Remuneration policy
Remuneration policy
The remuneration committee is responsible in an advisory and 
oversight capacity for the development and administration of 
the remuneration policy at all levels within the group in terms of 
its mandate.

The board is committed to ensuring that the remuneration 
policy is considered fair and equitable by all stakeholders 
including shareholders and employees. As required by King IVTM, 
the remuneration policy and implementation report will be 
tabled annually for separate non-binding advisory votes by 
shareholders at the AGM, and an engagement process will  
be conducted in the event that either are voted against by  
25% or more of the voting rights exercised at the meeting.  
The remuneration policy is available on the website at  
www.salunganogroup.com. This policy will be reviewed in  
FY23 to align with the new strategic direction of the company.

The board is responsible for ensuring Salungano’s remuneration 
structures are equitable and aligned with the long-term interests 
of the company and its stakeholders. To ensure compliance, the 
board has tasked the remuneration committee to assist it in 
making decisions affecting employees’ remuneration.

At the AGM held on 5 October 2021, 99.98% of represented 
shareholders cast their votes in favour of the policy. No 
representations were made by shareholders to the company 
secretary following the meeting.

As we focus on scaling our coal resources to better our 
competitive position in coal production, and being a low-
cost producer, we require the best and most efficient human 
resources. Salungano is undergoing a complete transition that 
will see the company invest across different industries and 
sectors of the economy, all while maintaining a strong focus on 
ESG. The company's origins in coal mining remain strong, but as 
it diversifies, one of our growth objectives is to absorb the "best-
in-class" into a best-in-class environment.

The remuneration report is prepared in line with King IVTM principles 
and contains three sections, namely:
Part 1: Background | Part 2: Remuneration policy | Part 3: Implementation report
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Remuneration philosophy
The following principles are observed by the committee in the 
development of remuneration policy:

• Remuneration offered to employees at all levels must be fair 
and market-related and defined within packages that are 
successful in motivating and retaining key employees in key 
positions;

• Variable pay should be on a meaningful scale so as to 
influence behaviour and reward any special contribution 
by employees but should, at the same time, achieve an 
appropriate balance between organisational goals and ESG 
factors in the economy; and

• There should be a policy focus on both individual and team-
based performance, recognising the dual roles of leadership 
and team support within the context of a production 
environment.

As a rule, variable pay is granted on a greater scale to employees who put more of their guaranteed pay at risk in relation to the 
achievement of targets, compared to others. The following is the approved target profile of package structures for FY22:

Bargaining forum employees*

Element of package
% of total cost of employment

Executive
 directors

Other
senior

executives

Senior line
 managers

and
 professional

 staff
Technical

 specialists

Admin 
support 

staff
General

 employees

Paterson grade bands – D5 and E D1 to D4 C C A and B

Annual total package 60 70 80 92 92 92

STI at target 40 30 20 8 8 8

Total cost of employment 100 100 100 100 100 100

Maximum STI 80 60 40 16* 16* 16*

Fair value of LTI on date of grant 40 30 20 – – –

*	 Subject	to	negotiation.

Forms of remuneration
Three different forms of remuneration may be negotiated with 
employees, including:

• a guaranteed pay package, which includes retirement funding 
and medical aid benefits, and is used as the base for other 
forms of remuneration;

• a performance-based STI in the form of a performance bonus 
or a production bonus; and

• a long-term share-based incentive, which is currently under 
review.

The Paterson job evaluation and grading system is used to grade 
positions and regulate remuneration policy. To this end, the 
total cost of employment of each employee, which includes 
both fixed and variable components of pay, is controlled based 
on pay scales that are reviewed annually and aligned with the 
medians given by market surveys.

Individual performance is recognised by a performance 
management system which is linked to the financial reward 
system through the graduation of performance ratings above 
and below approved target levels.

In addition, a merit increment grant policy formally allows for 
employees to be appointed at levels of pay below median, but 
they receive additional increases above the general increase every 
year provided they meet expectations until their pay is in line. 
Employees earning at or above median levels may be granted 
additional increases to the extent that specialised skills are 
developed or special contributions made exceeding expectations.

Performance review process and variable 
pay
In a predefined framework, Salungano monitors performance 
across a range of predetermined contracted objectives that 
are structured into the variable pay policy. Competitive 
remuneration linked to performance and shareholder value 
creation underpins the organisation’s high-performance culture 
philosophy. This year, we approved terms of reference to effect 
amendments to be in line with our improvements.

Management is remunerated for achieving the following:

• Zero harm and licence to operate conditions;

• Financial and shareholder value sustainability;

• Operational and customer sustainability; and

• Transformation.

The FY22 strategic emphasis and priority is on enabling the 
business to operate at a steady-state level, focusing on stability 
(sustained and predictable performance levels), sustainability 
(achieve licence to operate and zero harm) and scalability 
(growth).

The committee received quarterly reports on/focused on the 
following:

• COVID-19 statistics;

• ESG strategy implementation;

• B-BBEE scorecard progress;

• SLP and other DMRE licence conditions;

• Transformation;

• Ethics (whistle-blowers’ report);

• Staff wellness and engagement;

• Stakeholder engagement; and

• Policy reviews.

These business imperatives are embedded in a performance 
contract framework that concentrates on:

• stabilising the business while setting the capacity and 
capability to move towards the future role of Salungano;

• increased ownership as all strategic initiatives are allocated to 
an executive or manager and he/she is contracted accordingly; 
and

• increased accountability – performance will be measured and 
periodically reviewed.

The DNA of the variable pay policy (FY22) is anchored by:

• market P50 as a determining variable;

• the incorporation of a STI and LTI combination;

Total rewards approach

Attract | Motivate | Retain

Organisational 
structure

Business
strategy

Human 
resources 
strategy

Total  
rewards strategy

Remuneration

Benefits

Work life

Performance and recognition

Development and career  
opportunities

Employees Business Satisfaction and 
engagement

Performance  
and results
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• performance-based metrics differentiated by output and 
capped; and

• the clawback clause in the phantom share LTI scheme in 
alignment with best practice.

The remuneration packages of senior executives are 
benchmarked by the committee on the basis of a reputable 
salary survey. The benchmarking during the year under review 
was undertaken on the basis of the Willis Towers Watson SA 
Senior Executive Salary Survey.

The following steps will be undertaken in future in the annual 
review process:

• The total pay of each senior executive will be benchmarked 
against the market on the basis of a reliable survey prior to 
the financial year-end;

• The CEO will submit recommendations to the committee 
concerning changes to be introduced in the next financial 
year affecting the guaranteed pay package of each senior 
executive, excluding his own;

• In the case of the remuneration of the CEO, the committee 
will submit its recommendations to the board and these will 
be approved by the board; and

• The guaranteed pay package increases of each senior 
executive to apply in the next financial year will be agreed 
with him or her before the commencement of the year.

STI scheme
In support of the short-term strategy, objectives are set for 
the individual executives participating in the STI scheme which 
are discretionary. Changes to policies regarding the STI and LTI 
schemes have been implemented this year.

The chairman, in consultation with the remuneration 
committee, set the measures for the CEO and the CFO. The CEO 
and CFO, in consultation with the remuneration committee, 
determine the individual measures and objectives for the rest 
of the executive team and senior management. All senior 
executives are eligible to receive a performance bonus at the end 

The level of senior executive remuneration 
in relation to that of other employees
The committee reaffirms its commitment to monitor and 
control the broader income gap within the organisation. Since 
pay scales are based on a grading system that recognises 
the responsibility level of every position, and on regular and 
systematic benchmarking, the system itself, to a large extent, 
ensures that the remuneration of every employee is market-
related and equitable.

While this is the case, the income gap, as it is, may narrow 
as a result of changes from year-to-year attributable to the 
recognition by the remuneration system of enhanced skills 
assimilated by staff as a direct result of the company’s skills 
development programmes during the same period.

Top management costs (Paterson F band) account for 20% of 
total employment costs.

Contracts, severance and termination
Executive directors and prescribed officers have employment 
contracts which include notice periods of a minimum of  
30 days. There are no balloon payments on termination, 
automatic entitlement to bonuses or automatic entitlement 
to share-based payments other than in terms of the company’s 
approved Share Incentive Trust rules.

Remuneration packages, including entitlement to LTIs, are 
contracted with incumbents annually with effect from the 
beginning of each financial year in order to realign their 
commitment to the interests of shareholders. Employment can 
be terminated following three months’ notice, however, in the 
case of the CEO and CFO, a notice period of six months applies.

of the financial year based on a scorecard of corporate (financial) 
and personal or job-related (non-financial) performance criteria 
that are approved by the CEO at the commencement of the 
financial year. The performance criteria applying to the CEO are 
approved by the committee in liaison with the group chairman.

An equal weight was applied to financial and non-financial 
criteria in FY22.

Non-financial criteria are applied to senior executives and 
consist of a rating by the CEO of pre-agreed strategic and 
job-related objectives and, in the case of the CEO, a rating 
by the board of his leadership effectiveness. The awards will 
be modified and reduced if any fatalities occur on any of the 
excavation sites.

The accrual of the STI bonuses is subject further to an 
affordability condition that net profit before bonuses, interest, 
depreciation and taxation for the year must exceed 80% of 
budget.

A portion of the FY22 STI equivalent to a month’s salary was paid 
to all employees in December 2021. The final decision on the STI 
payment will be made by the board in August/September 2022.

Long-term incentives
The objective of this incentive is to encourage and reward the 
achievement of long-term strategic goals and to retain key 
employees over the long term in order to influence the financial 
earnings capacity of the group. These incentives take the form of 
three-year full-value conditional share rights, granted as follows 
and subject to the following performance vesting conditions:

• 50% of the package entitlement will be allocated on the basis 
that there are no performance vesting conditions attaching to 
them (called “retention shares”); and

• 50% on the basis that there are performance vesting 
conditions (called "performance shares").

No share-based rights or other LTIs were granted during FY22.

Malus and clawback conditions are included in all variable pay 
incentive scheme rules in order to facilitate the recovery of 
losses in situations such as fraud or bad faith on the part of 
senior executives. No special severance arrangements apply 
to any senior executives currently. Restraint payments may, 
however, be approved from time to time in the future – this 
when a term employment contract is negotiated in order to 
ensure that there is a payback on the company’s outlay.

Non-executive directors’ fees
As recommended by King IVTM, the board fees include a base, 
fixed retainer fee and a meeting attendance fee, which are 
competitive to attract and retain suitably qualified individuals 
to complement the skill mix requirements of the board and 
its subcommittees. The fees are reviewed biennially by an 
independent remuneration advisor for approval by the board and 
the ratification of the shareholders at the AGM. Remuneration 
of R4.3 million (FY21: R4.6 million) was paid to non-executive 
directors during the year under review.

The remuneration of the chairman and other non-executive 
directors is reviewed annually by the committee, and is 
compared to the median of selected peer companies and sector 
benchmarking.

Remuneration will continue to be offered in the form of an 
annual fee (or retainer) and attendance fees per meeting.

Approval for the tariff covering scheduled meetings for the 
year, together with and approved annually in advance for 
ordinary membership of the board of directors and of every 
subcommittee of the board, will again be sought at the  
2022 AGM. A higher fee is fixed and approved in the same way 
for the chairman of the board and for the chairpersons of each 
subcommittee in recognition of the additional time involvement 
that they have in preparing for each meeting and in following up 
actions.

KPIs

Financial

Financial EBITDA 
(according to budget)

Net profit after tax 
(according to budget)

Cost savings (%)

Non-financial

Divisional measures Compliance and audit Human capital Health and safety Leadership and culture

Annual cost to company – Median

R’
00

0

0

500

1 000

1 500

2 000

2 500

3 000

BA C D

60
183

319

F

953

2 009

2 776

Paterson Grade

E

Annual cost to company – Total

R’
00

0

0

20 000

40 000

60 000

80 000

100 000

Executive committee

26 000

89 304

Organisation
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A fee for the attendance of special board meetings and/or ad 
hoc strategy sessions has been maintained.

The travel and accommodation expenses of non-executive 
directors and premiums for directors’ and officers’ insurance 
cover are paid by the company in terms of a formal approved 
policy.

Part 3: Implementation report
A summary of the outcomes of the implementation of the 
remuneration policies affecting the remuneration of executive 
directors, prescribed officers and non-executive directors in the 
financial year under review is set out in this section of the report.

Guaranteed remuneration
All staff, including the executives, received the following 
increases in April 2021:

A band = 7%;

B band = 6%;

C band = 5.7%; and

D, E and F bands = 5%.

Short-term incentives
A portion of the FY22 STI, equivalent to a month’s salary, was 
paid to all employees in December 2021. The final decision on the 
STI payment will be made by the board in August/September.

Remuneration of non-executive directors
The following remuneration was paid to non-executive directors during the year under review:

Group

2022
R’000

2021
R’000

HLM Mathe 582 739

MR Ramaite* – 256

KM Maroga 881 800

C Maswanganyi 358 366

ET Mzimela 400 430

N Siyotula 931 915

N Mnxasana 612 599

A Mabizela 558 534

4 322 4 639

*	 MR	Ramaite	was	appointed	as	interim	CEO	from	1	April	2021	and	his	remuneration	is	disclosed	as	part	of	executive	earnings.

Nomavuso Mnxasana
Remuneration	committee	chairperson

29 July 2022

LTI grants
Share-based incentives were reintroduced in FY21, with all 
senior executives, line managers and senior professional staff 
qualifying. The objective of this incentive is to encourage and 
reward the achievement of long-term strategic goals and to 
retain key employees over the long term in order to influence the 
financial earnings capacity of the group.

These incentives take the form of three-year full-value 
conditional share rights, granted as follows and subject to the 
following performance vesting conditions:

• 50% of the package entitlement will be allocated on the basis 
that there are no performance vesting conditions attaching to 
them (called “retention shares”); and

• 50% on the basis that there are performance vesting 
conditions (called "performance shares").

Although the scheme was reintroduced in FY21, no actual grants 
were awarded at the reporting date.

Total remuneration outcomes
The following remuneration costs of executive management were recognised by the accounting system based on IFRS 2 rules during the 
financial year under review:

Financial 
year granted

Option 
grant 

(strike price)
 cents

Balance 
held as at 
31 March 

2022 
’000

Balance 
held as at 
31 March 

2021
 ’000

T Tshithavhane 2017 246 850 850

2018 213 205 205

December 2017 246 19 19

M Berry 2014 212 – 2 000

2016 111 – 200

2018 213 205 205

December 2017 246 41 41

Unvested share awards
The unvested share rights held by executive management, which are required to be disclosed in terms of the JSE Listings Requirements, 
are illustrated in the table above.
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Membership
During the year, the committee consisted of three non-executive directors and one executive director. Other executives of the company 
attend committee meetings by invitation. Below is a summary of the committee members:

Andile Mabizela Eric Mzimela Cecil Maswanganyi Thivha Tshithavhane
Chairman	and	independent	 
non-executive director

Non-executive	director Non-executive	director Executive director

The following executives attend all committee meetings:

Robinson Ramaite Jubilant Speckman
Group	CEO CFO

The committee is constituted in terms of section 72(4) of the 
Companies Act and its accompanying regulations, operates 
under a formal mandate from the board and is guided by its own 
terms of reference. It enhances Salungano’s oversight of key 
operational issues, including the sustainability of its long-term 
strategy.

ESG 
responsibilities

The committee oversees the group’s ESG and sustainability 
strategies and is also responsible for oversight over matters 
of the environment, health and public safety, including the 
impact of the activities of the company and its products, 
which include:

• endorsing the company’s sustainability goals and 
objectives, policies and procedures;

• reviewing ESG reports including, but not limited to, 
sustainability audits (including environmental impact 
assessment reports), submissions to the JSE in respect 
of sustainability and external sustainability reports 
(including sustainability-related reports and information 
contained in the company’s integrated annual report) and 
recommending or endorsing actions to be taken;

• reviewing health and safety reports at each formal meeting 
and recommending or endorsing action(s) to be taken;

• being kept informed of, and considering public policy and 
ESG reporting developments, studying the implications of 
changes thereto and making recommendations in respect 
of actions to be taken;

• reviewing stakeholder relationships including advertising 
and public relations; and

• compliance with applicable legislation.

Transformation 
responsibilities

• Ensuring that there is full integration and alignment 
of all transformation processes within the company 
and monitoring the company’s standing on social and 
economic development in terms of goals and purposes, 
particularly in respect of the:

Ǖ Employment Equity Act;

Ǖ Broad-based Black Economic Empowerment Act; and

Ǖ Mining Charter requirements;

• Reviewing and recommending targets for the company in 
respect of the above processes;

• Advising the board on specific strategies for 
transformation; and

• Considering and reviewing progress against set goals 
and targets in relation to all aspects of the company’s 
transformation strategy.

The committee performs a self-evaluation of its effectiveness 
every second year and reports the results of the self-
evaluation to the board. The next self-evaluation is scheduled 
for 2023.

Committee responsibilities
The committee meets at least four times a year to discharge all 
its duties as set out in its terms of reference and its annual work 
plan and performs all the functions necessary to fulfil its role. 
Meeting attendance is set out on  page 70.

The committee’s responsibilities are set out below:

Social 
responsibilities

• Monitoring the company’s standing regarding social and 
economic development in terms of the goals and purposes of:

Ǖ the principles set out in the UN Global Compact 
Principles;

Ǖ the Organisation for Economic Co-operation and 
Development recommendations regarding corruption;

Ǖ the Employment Equity Act; and

Ǖ the Broad-based Black Economic Empowerment Act.

• Ensuring good corporate citizenship, including:

Ǖ the promotion of equality, the prevention of unfair 
discrimination and reduction (strive towards 
elimination) of corruption; and

Ǖ the contribution to the development of the 
communities in the mining areas in which the company’s 
activities are predominantly conducted.

• Endorsing the company’s public affairs and CSI 
programmes, including sponsorships, donations and 
charitable giving.

• Annually reviewing the company’s public affairs and CSI 
programmes and recommending changes.

• Labour and employment, including:

Ǖ employment relationships and contributions by the 
company towards the educational development of its 
employees; and

Ǖ the company’s standing in terms of the International 
Labour Organisation Protocol on decent work and 
working conditions.

Ethics and 
ethical behaviour 
responsibilities

• Endorsing the company’s code of ethics including core 
values and submitting same to the board for approval;

• Endorsing the ethics management training programmes;

• Reviewing performance of the ethics management training 
programmes and recommending changes, if any;

• Reviewing results of periodic employee attitude surveys 
and recommending actions to be taken, if necessary;

• Oversight and reporting on organisational ethics, 
responsible corporate citizenship, sustainable 
development and stakeholder relationships;

• Promoting the ethical behaviour of employees, board 
members and stakeholders such as contractors, paying 
attention to the following aspects:

Ǖ Conflicts of interest;

Ǖ Confidential information;

Ǖ Compliance with relevant laws;

Ǖ Workplace conduct;

Ǖ Stakeholder relationships;

Ǖ Public communication;

Ǖ Safeguarding of the company’s assets;

Ǖ Employee wellness;

Ǖ Business courtesy and gifts;

Ǖ Non-compliance with ethical prescripts; and

Ǖ Internal and external fraud, corruption and collusion.

Focus areas in FY22

• Health and safety statistics and workplace protocol, including 
the close monitoring of safety incidences at mines and 
continuous pre-emptive measures implemented in mitigation 
against any potential incidences;

• A comprehensive revised rehabilitation strategy in accordance 
with prospective legislative changes;

• COVID-19 case statistics and protocol entrenchment;

• A COVID-19 vaccination policy;

• Disclosure of interest by employees, supported by employee 
workshops on ethics, fraud and risk assessments;

• Monitoring of progress made on the development of the new 
Salungano brand and corporate identity;

• B-BBEE ratings – overseeing continuous efforts to retain the 
group’s Level 1 rating;

• Whistle-blower statistics;

• Stakeholder engagement;

• Review of progress against compliance, risk and ethics 
management implementation plans;

• Compliance with international principles and protocols;

• Environmental sustainability and compliance;

• Monitoring of progress in respect of various SLP initiatives 
across the Salungano operations and the impact of the 
company’s ESG projects on local communities;

• Progress against ESG targets, noting the following:

Ǖ Salungano’s current achievements in relation to the three 
ESG pillars;

Ǖ Engagement with the JSE confirmed that Salungano’s ESG 
framework and implementation plan is comprehensive and 
includes all KPAs currently measured by the JSE;

Ǖ Due to its market cap size and free float size, Salungano 
is not eligible for inclusion in the FTSE Index services, but 
proactive engagement with the JSE continues to ensure full 
compliance with current ESG criteria;

Ǖ ESG communication to staff members continued in a 
sustainable manner;

Ǖ The safety standards review for the period under review 
indicated improvement in health and safety performance 
across all operations;
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Ǖ Acknowledgement of achievements – Keaton Mining 
received a good practice award from the Mining 
Qualifications Authority for skills development in the 
mining and minerals sector, and Khanyisa Colliery was 
awarded a National Coal Safe Award for safe mining 
operations;

Ǖ General ESG oversight, noting that the ESG governance 
policy framework has been successfully entrenched in 
Salungano’s operations and the ESG SteerCo meets every 
second month to monitor and evaluate progress in the 
different ESG workstreams;

Ǖ The ESG Barometer will continue to be refined and 
induction and training programmes for employees and 
contractors will be conducted; and

Ǖ Board training on ESG, including role definitions 
between the board and management with regard to ESG 
responsibilities, and incorporating King IVTM principles, will 
be facilitated in 2022.

Ethics management and code of conduct
Salungano has appointed an ethics officer to monitor the 
company’s ethics framework and policy. The company has 
a zero-tolerance approach to any unethical behaviour and 
is committed to ensuring that its employees uphold the 
company’s good reputation. Salungano strives to operate in 
accordance with the highest ethical standards and in compliance 
with all applicable laws (refer to the sustainability report for 
more details).

Socio-economic development and 
corporate citizenship
The key component of the Salungano business strategy is to 
be a responsible and contributing corporate citizen guided by 
an ethical business philosophy and core values. Through its 
community investment strategy, Salungano is committed to 
the empowerment, development and growth of disadvantaged 
communities (refer to the sustainability report for more details).

Health, safety and the environment
Salungano’s executives, management and employees are 
committed to maintaining a safe and healthy working 
environment. The company’s health and safety performance is 
covered in the sustainability report. 

Legal and statutory licences
Salungano’s Resources division complies with all legal and 
statutory requirements of the DMRE. All mining operations have 
current and valid mining rights and compliant environmental 
licences, including water use licences (“WUL”). The status 
of various statutory licences is discussed elsewhere in this 
integrated annual report (refer to  page 72 for more detail).

Broad-based black economic 
empowerment
Salungano views its B-BBEE status as a strategic and competitive 
lever that positions it advantageously in the market and general 
business enterprise.

Enterprise and skills development
Salungano takes enterprise and skills development very seriously 
and has provided tangible opportunities to community-based 
businesses at its operations. Salungano has also participated 
in the incubation of community-based initiatives that will 
provide long-term contractual services to its operations. The 
enterprise development programme has been repositioned to 
include more active engagement of communities together with 
Salungano’s human resources functionaries to facilitate more 
cohesive enterprise development initiatives (refer to  page 64 
for further detail).

Supplier development
The company remains committed to aligning its supplier 
profile to its intended B-BBEE profile, which is largely black. 
Salungano’s B-BBEE approach includes reviewing supplier needs 
and standards regularly to ensure that these are well known 
and attainable by suitably qualified and resourced potential 
businesses and black participants.

Focus for 2023 and beyond
Salungano will continue its focus of diversification aimed 
at steering the company away from coal to more emission-
sustainable practices. These are areas the committee will be 
monitoring and will have oversight on.

Committee assurance
Salungano’s social and ethics committee is satisfied that it 
complied with its legal, regulatory and other responsibilities 
during the current financial year.

Andile Mabizela
Social	and	ethics	committee	chairman

 29 July 2022

The nomination committee (previously part of the remuneration 
committee) has been established as a separate committee of 
the board of Salungano in terms of section 72 of the Companies 
Act, to act as the nomination committee of the company and 
its subsidiaries and to assist the board with the matters set out 
herein.

The committee is chaired by independent non-executive director, 
Ms Zukie Siyotula, and further comprises independent non-
executive directors, Ms Nomavuso Mnxasana and Dr Humphrey 
Mathe, and non-executive director, Ms Kabela Maroga.

The committee holds a minimum of two meetings per year to 
discharge all its duties as set out in its terms of reference and its 
annual work plan. Attendance at meetings during the year is set 
out on  page 70.

Responsibilities
The committee performs all the functions as are necessary to 
fulfil its role as stated above, which include the monitoring 
of the company’s activities, having regard to any relevant 
legislation, other legal requirements or prevailing codes of best 
practice, relating to matters of nomination governance. These 
responsibilities include:

• regular review of the structure, size and composition of the 
board and its committees;

• making recommendations to the board with regard to any 
adjustments that are deemed necessary, taking into account 
policy considerations on rotating committee membership and 
chairpersonships, as well as succession planning requirements 
for the board and specialist committees such as the audit, risk 
and compliance committee;

• identifying and nominating candidates for the approval of the 
board to fill board vacancies as and when they arise;

• making recommendations to the board at any time for the 
continuation (or not) in service on the board of any director;

• considering and recommending to the board the appointment 
of executives to the board, considering the structure, size and 
composition of the board at the time;

• evaluating the performance of individual directors when a 
director retires by rotation and is eligible for re-election and 
making recommendations to the full board on the suitability 
of directors for nomination for reappointment;

• evaluating annually the independence of those directors who 
are classified as independent;

• recommending and overseeing processes and procedures to 
be followed by the board in the evaluation of the board as a 
whole;

• recommending to the board targets in respect of gender, race 
and other diversity representation needed on the board (in 
conjunction with the board diversity policy);

• drawing matters within its mandate to the attention of the 
board as the occasion requires;

• liaising with other board committees in respect of related 
responsibilities; and

• reporting, through the chairperson of the committee, to the 
board on matters within its mandate.

Focus areas during FY22
Appointment of an additional independent  
non-executive board member
Following modifications in board member independence, 
the committee suggested the recruitment of an additional 
independent non-executive director with specific experience in 
renewable energy who could contribute to the implementation 
of Salungano’s diversified strategy. Candidates for this position 
are currently being considered.

Appointment of an additional 
remuneration committee member
The committee suggested that an additional independent 
non-executive director be appointed to the remuneration 
committee following changes in the independence status of 
board and remuneration committee members. In this regard, 
the committee considered King IV™ in conjunction with the 
JSE Listings Requirements, which stipulate that a remuneration 
committee must have a majority of independent non-executive 
members, as well as the fact that the chairman of the board had 
regained his status as an independent non-executive director 
of Salungano in September 2021. This recommendation was 
supported by the board, and the chairman of the board was 
appointed to the remuneration committee, as announced on 
SENS on 6 April 2022.

Independent status of the chairman
The committee conducted in-depth analysis of the independent 
non-executive status of the chairman based on the requirements 
of the JSE Listings Requirements and King IV™ and was satisfied 
to recommend the chairman’s reclassification as an independent 
non-executive director to the board, which recommendation 
was approved by the board on 29 September 2021.

Implementation of board evaluation 
findings
According to the findings of an external board evaluation report 
by FluidRock in June 2021, aspects such as succession planning 
and board training, that had received lower ratings from the 
board, were addressed under the auspices of the committee in 
order to ensure continued improvement in these areas in the 
future. In FY23, an in-depth board evaluation session will be 
held, which will include individual interviews to acquire a better 
understanding of any additional areas for development.

There were no changes in the committee’s composition.

Focus areas in FY22 continued
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Resources  
and reserves 

summary

Succession planning
The committee recognised the importance of adequate 
succession planning, as evidenced by several principles and 
suggested practices in King IV™, as well as the auxiliary need for 
interim and emergency succession planning highlighted by the 
COVID-19 pandemic. It was also emphasised that succession 
planning was intrinsically tied to diversity of age, skills and 
experience, as well as the membership of the board and its 
committees.

The board of directors adopted a diversity policy early in 2021 
and, in addition, the committee recommended the approval of a 
succession planning policy to the board (approved by the board 
in September 2021). The policy is considered a “living document” 
and will be amended in conjunction with a continuous and 
evolving succession planning programme.

The committee also recommended a board-level succession 
plan in the event of vacancies, stating that the chairman 
position would be filled by the lead independent director. The 
lead independent director’s position that would become vacant 
as a result of this change would be filled by the chair of the 
remuneration committee. This succession plan was adopted by 
the board in March 2022.

Focus areas for the year ahead
In FY22, the committee assessed the board's training needs, 
focused on ESG-related training, and, after considering several 
options, selected KPMG as service provider in this regard, as 
mentioned in the chairman’s report. The board approved all of 
the committee's training proposals for Salungano’s directors 
(including directors on its subsidiary boards), which proposals 
will be implemented in FY23.

Other focus areas for the year ahead will include:

• an external review of committee effectiveness;

• a continued review of the structure, size and composition of 
the board and its committees and recommendations to the 
board regarding any adjustments that are deemed necessary;

• the identification and nomination of suitable candidates for 
approval by the board to fill board and committee vacancies 
as and when they arise;

• recommendations to the board at any time for the 
continuation (or not) in service on the board of any director, 
including an independence review of non-executive directors 
classified as independent;

• recommendations to the board on the appointment of 
directors to subsidiaries and associates of Salungano;

• recommendations to the board on the appointment of 
executives to the board, considering the structure, size and 
composition of the board;

• evaluating the performance of individual directors when a 
director retires by rotation and is eligible for re-election and 
making recommendations to the board on the suitability of 
directors for reappointment;

• drawing matters within its mandate to the attention of the 
board as the occasion requires; and

• liaising with other board committees in respect of related 
responsibilities.

Every two years, the committee conducts a self-evaluation of 
its efficacy and presents the results to the board. Independent 
evaluations of the committee's performance are conducted in 
years that alternate with its self-evaluation years. The last self-
evaluation was in FY22 and an independent valuation will follow 
in FY23.

Zukie Siyotula
Nomination	committee	chairperson

29 July 2022
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Purpose
Miptec Proprietary Limited (“Miptec”) was commissioned by 
Wescoal Mining Proprietary Limited, (“Wescoal Mining”), a 
wholly owned subsidiary of Salungano Group Limited, a coal 
mining and exploration company with thermal coal assets 
located in the Mpumalanga and KwaZulu-Natal provinces 
of South Africa, to produce a Coal Resource and Reserve 
update statement for their operating assets, Elandspruit 
Colliery (“Elandspruit”), Khanyisa Colliery (“Khanyisa”), 
Vanggatfontein Colliery (“Vanggatfontein”), Moabsvelden 
Colliery (“Moabsvelden”), Arnot Colliery as well as project areas 
Sterkfontein Project (“Sterkfontein”) and Leeuw Braakfontein 
Colliery Projects (“LBC”),  in order to meet the JSE Listings 
Requirements, as agreed with their JSE sponsor, reflective of the 
31 March 2022 status. 

This stand-alone extract from the resources and reserves update 
report has been prepared for inclusion in the integrated annual 
report for Salungano.

Ownership/company structure
Refer to  page 9 for the Salungano Group Limited company 
structure.

Emphasis regarding the Coal Resource and Coal Reserve 
estimates is placed on the realistic prospect for eventual 
economic extraction. Resources were guided by reserves 
previously estimated, quality and strip ratio cut-offs. Reserves 
were backed by updated geological models, parallel mining 
models by Miptec and inhouse life of mine schedules and 
financial models provided for scrutiny. The information in this 
Coal Resource and Coal Reserve statement is compiled on a 
group basis in appropriate detail, summarising the current 
situation and known changes at each operation. The company 
structure, as depicted in Figure 1, was applied when reporting 
attributable Coal Resources/Coal Reserves. 

Effective date 
The effective date (“effective date”) of the Coal Resource and 
Coal Reserve summary report is 31 March 2022.

Project outline 
Salungano’s operating coal assets are situated in the 
Emalahleni/Highveld region and comprise:

• Elandspruit Colliery, an operational coal mine situated some 
8km west of the town of Middelburg; 

• Khanyisa Complex situated approximately 10km west of the 
town of Ogies; 

• Vanggatfontein Colliery situated 16km east of the town of 
Delmas;

• Moabsvelden Colliery situated 5km north of Vanggatfontein 
and 11km south-east of the town of Delmas; and 

• Arnot Colliery (45% owned by Salungano) situated 45km east 
of the town of Middelburg.

Salungano’s projects are spread out as indicated below:

• Sterkfontein, located approximately 5km south-west of the 
town of Bethal; and

• LBC located approximately 10km east-south-east from the 
town of Newcastle in the KwaZulu-Natal province. 

Reporting compliance
The reporting standard adopted for the reporting of the Coal 
Resources and Coal Reserves for the Wescoal Mining operating 
assets (Elandspruit, Khanyisa, Vanggatfontein and Moabsvelden) 
is the 2016 Edition of “The South African Code for the Reporting 
of Exploration Results, Mineral Resources and Mineral Reserves” 
(“the SAMREC Code“) as prepared by the South African Mineral 
Resource Committee Working Group under the auspices of 
the Southern African Institute for Mining and Metallurgy 
(“SAIMM”) and the Geological Society of South Africa (“GSSA”). 
The definitions of the relevant terms, methodologies and 
estimation processes employed and the reporting for JSE 
purposes of the Coal Resources and Coal Reserves in this report 
are according to those set out in the “The South African guide 
to the systematic evaluation of coal exploration results, Coal 
Resources and Coal Reserves” (SANS 10320:2020) published by 
Standards South Africa, a division of the South African Bureau of 
Standards (“SABS”).

The respective Coal Resource and Coal Reserve estimates are 
classified and signed off by suitably qualified Competent Persons 
(“CPs”). Each CP has sufficient relevant experience in the style 
of mineralisation, type of deposit, mining method and activity 
for which they have taken responsibility, to qualify as a CP as 
defined in section 9 of the SAMREC Code. All CPs consent to the 
inclusion of information in this report in the form and context in 
which they appear. Each CP is independent of the issuer and does 
not have a material interest capable of affecting their ability 
to give an unbiased opinion on the projects for which they take 
responsibility, and have not received, and will not receive, any 
pecuniary or other benefits in connection with the estimates 
presented, other than normal consulting fees.

Competent Persons 
The CP responsible for the Coal Resource estimations on 
operating assets Elandspruit, Khanyisa, Vanggatfontein, and 
Moabsvelden, as contained in this report, is Ms Katherine Black 
(BSc (Hons), PrSciNat. Ms. Black has 15 years’ experience in 
the mining industry as a coal geologist. She is registered with 
the South African Council for Natural Scientific Professions 
(SACNASP Reg. No. 400295/12) and is a member in good 
standing with the GSSA. 

The CP responsible for the Coal Resource estimations on the 
two projects, namely Sterkfontein and LBC, as well as operating 
colliery, Arnot, were compiled by Dr EA Schneiderhan, and signed 
off by Dr PJ Hancox (PrSciNat, CP Geology and Coal Resources) of 
CCIC Coal.  Dr Schneiderhan has been modelling coal deposits for 
the past 13 years and has experience with numerous projects in 
the Witbank, Highveld and Ermelo coalfields.

In accordance with the SAMREC Code, this report has 
been prepared under the direct supervision of a Lead CP, 
Mr Leonardt Raaths, who assumes overall responsibility for 
this report. Mr Raaths is responsible for all the Coal Reserve 
estimations. Mr Raaths holds a BTech Mining degree from UJ, 
a BSc in Operations Research from Unisa and an MBL from 
Unisa SBL. Mr Raaths is registered with the SAIMM (registration 
number: 702015). Mr Raaths has 30 years’ experience in coal 
mining, the largest portion of which was on technical and 
project disciplines, where the determination of Coal Reserves 
was part of his responsibility. 

As Lead CP, it can be stated that this Coal Resource and Coal 
Reserve update report provides a true reflection of the resources 
and reserves held by Salungano.

Personal inspection 
Miptec representative, Mr Raaths, conducted site visits to the 
Salungano operations most recently during July 2022. 

Dr PJ Hancox (PrSciNat, CP Geology and Coal Resources) of 
CCIC Coal, on behalf of Venmyn, visited LBC and Sterkfontein 
in September 2015. As no further work has been conducted on 
the area, and technical reliance is placed upon the Competent 
Persons report (“CPR”) signed off by Dr PJ Hancox (2017), no 
additional site visits have been undertaken.

The MSA Group conducted independent site visits to the Arnot 
Project over the course of 2021 to facilitate the CPR update that 
at the time of this report was still in progress with effective date 
31 December 2021. Dr PJ Hancox (PrSciNat, CP Geology and Coal 
Resources) and Mark Richard Mohring (CP Coal Reserves, mining 
and processing) undertook site inspections. 

Work conducted during FY 22
Exploration drilling was undertaken at Elandspruit towards the 
end of 2021, with no drilling at Vanggatfontein, Moabsvelden, 
Khanyisa or any of the project areas. As such, only the 
Elandspruit geological model was updated with new information 
(no material change to the Coal Resource estimation). The 
exploration at Elandspruit comprised five fully cored holes, the 
purpose of which was to increase the geological knowledge over 
Graspan North and South for both modelling and mine planning 
purposes. All boreholes were wireline logged, sampled and 
analysed. The data obtained from the drilling programme was 
verified and incorporated into the geological model. 

Although no drilling was undertaken at Vanggatfontein, the model 
was updated with survey information as it was discovered over 
the past year that there was a discrepancy between the geological 
model coal seam thicknesses and what was being mined at 
the VG4 pit. It was discussed with the mine personnel that the 
geological model would be updated by including the most recent 
survey information with both the roof and floor elevations (the 
model was not well covered with borehole data in this area, and 
the mine does not plan to drill any additional boreholes). 

Resources and Reserves summary

The Coal Resource estimations pertaining to the operating 
assets Elandspruit, Vanggatfontein, Khanyisa and Moabsvelden, 
were based on the existing and updated geological models 
reflective of the surveyed positions of the mined-out faces as 
at 31 March 2022. 

No drilling was undertaken at Arnot Colliery during 2021, 
however, the geological model was updated by CCIC on behalf 
of MSA, with additional historical borehole information 
(no material effect on the Coal Resource estimation). 

The Coal Resource estimates for Arnot were added to this 
report as per a depletion update (effective date 31 March 2022), 
compiled by Dr E Schneiderhan of MSA GeoServices. This 
resource update was based on the latest 2021 geological model, 
which formed the basis of the last CPR compiled by the MSA 
Group, dated 31 December 2021), and still to be released. 

The Coal Resources for Sterkfontein and LBC were added to 
this report as per the 31 January 2017 Venmyn Deloitte CPR 
and consent from Venmyn Deloitte was sourced in 2018. It 
has been stated, by Wescoal Mining to the CP’s, that no work 
was conducted on these two projects to suggest a change in 
previously declared Coal Resources. A permitting change was 
initiated through the submission of an application for two 
Mining Rights over the total Sterkfontein prospecting areas 
together with a section 102 application to consolidate the 
Mining Right when executed. Sterkfontein can only resume 
further field work once the Mining Right has been granted. At 
the time of this report, the awarding of the Mining Rights was 
still pending.

Coal Resource and Coal Reserves summary 
As at the end of March 2022, Salungano holds a total managed 
attributable Coal Resource estimate of 295.62 million tonnes 
(“mt”) and an inclusive managed attributable Coal Reserve 
estimate of 51.84mt net of 8.18mt depleted for the reporting 
period.

The Arnot Coal Reserve estimation as provided by MSA is 
not included in the Coal Reserve summary as declared for 
Salungano, as during the review process by Miptec, it was 
identified that there is a large disconnect between the internal 
mine reserve estimates compiled by Arnot (43.3mt ROM) and 
those independently estimated by MSA (13.2mt ROM). As this 
disconnect was unable to be resolved in the time available, 
all reserve estimates for Arnot have been excluded. It is 
recommended that the mine work together with the appointed 
CPs to resolve the differences in order to include reserves for 
Arnot Colliery for the next reporting cycle.

Coal resource and Coal Reserve estimates for the period ended 
31 March 2022 are included as follows. The estimates for FY22 
are compared to the FY21 estimates and a reconciliation is 
provided in each of the asset sections as follows. 
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Table 1. Summarised resource and reserve statement of all managed assets as at 31 March 2022

Coal Resources (MTIS) (AD) ROM Coal Reserves (AR)

Inferred
mt

Indicated
mt

Measured
mt

Total
coal

resource
mt

Probable
mt

Proved
mt

Total 
ROM coal

 reserve
mt

Elandspruit Colliery – –  9.20  9.20  1.65  7.27  8.92 

Elandspruit opencast – –  7.50  7.50  0.54  7.27  7.81 

4 Seam  0.62  0.62  0.61  0.61 

3 Seam  0.32  0.32  0.01  0.28  0.29 

2U Seam  1.51  1.51  0.19  1.40  1.59 

2L Seam  2.11  2.11  0.15  2.17  2.32 

1 Seam  2.94  2.94  0.19  2.81  3.00 

Elandspruit underground – –  1.70  1.70  1.11 –  1.11 

1 Seam  1.70  1.70  1.11  1.11 

Khanyisa Colliery – –  1.15  1.15 –  0.34  0.34 

Triangle opencast – –  1.15  1.15 –  0.34  0.34 

4U Seam  0.25  0.25  0.08  0.08 

4L Seam  0.24  0.24  0.07  0.07 

2 Seam  0.66  0.66  0.20  0.20 

Catwalk opencast – – – – – – –

2 Seam – – – –

Vanggatfontein Colliery –  5.38  15.58  20.96  3.61  14.14  17.75 

Vanggatfontein opencast –  5.38  8.99  14.36 –  14.14  14.14 

5 Seam  0.33  0.33  0.31  0.31 

4 Seam  2.74  2.88  5.62  6.50  6.50 

2 Seam  2.31  6.11  8.42  7.33  7.33 

Vanggatfontein underground – –  6.60  6.60  3.61 –  3.61 

4 Seam  6.03  6.03  3.61  3.61 

2 Seam  0.56  0.56 –

Coal Resources (MTIS) (AD) ROM Coal Reserves (AR)

Inferred
mt

Indicated
mt

Measured
mt

Total
coal

resource
mt

Probable
mt

Proved
mt

Total 
ROM coal

 reserve
mt

Moabsvelden Colliery –  1.99  25.68  27.67 –  24.84  24.84 

Moabsvelden opencast –  1.99  25.68  27.67 –  24.84  24.84 

5 Seam  0.16  2.27  2.42  2.40  2.40 

4 Seam  0.86  10.54  11.40  10.21  10.21 

2 Seam  0.97  12.87  13.85  12.23  12.23 

Leeuw Braakfontein Project –  60.06 –  60.06 – – –

Braakfontein opencast –  11.43 –  11.43 

Top Seam  6.90  6.90 –

Bottom Seam  4.53  4.53 –

Braakfontein underground –  48.63 –  48.63 

Top Seam  29.73  29.73 –

Bottom Seam  18.90  18.90 –

Sterkfontein Project  40.64  50.29 –  90.93 

Sterkfontein underground  40.64  50.29 –  90.93 

4U Seam  0.12  0.99  1.11 –

4L Seam  40.52  49.30  89.82 –

Arnot Colliery (45% attributable)  45.99  69.67  74.68  190.34 – – –

Arnot opencast  7.69  13.59  13.75  35.03 – – –

2L Seam  6.56  11.87  13.03  31.46 –

1 Seam  1.13  1.73  0.72  3.57 –

Arnot underground  38.30  56.07  60.94  155.31 – – –

2L Seam  38.30  56.07  60.94  155.31 –

Total (100% basis)  86.63  187.39  126.29  400.31  5.26  46.59  51.84 

Salungano (attributable basis)  61.34  149.07  85.22  295.62  5.26  46.59  51.84 

Resources and Reserves summary | continued
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The attributable resources and reserves were all based on a 
100% basis ownership, except for Arnot which was included on 
a 45% basis.

The Salungano Group Mining CEO and CFO, on behalf of the 
directors, provided statements for Salungano Group Proprietary 
Limited, Wescoal Mining Proprietary Limited, Keaton Mining 
Proprietary Limited and Neosho Trading 86 Proprietary Limited, 
confirming that there are no legal proceedings, as far as material 
conditions are concerned, that could negatively impact the 
continuation of operations.  The sourcing of funding for Arnot 
Colliery is currently challenging and may impact its ability to 
continue operations, the remainder of the assets included in this 
resource and reserve update is not impacted.

It is important to note that Coal Resource estimates are inclusive 
of Coal Reserves, net of mining depletion, and are compliant with 
the SAMREC 2016 guidelines and section 12.11 of the JSE Listings 
Requirements. Estimations were rounded, and therefore 
subsequent additions could result in minor discrepancies which 
are not considered material. The Coal Resources and Coal Reserves 
will be affected by factors such as changes in coal pricing, currency 
fluctuations, permitting, legislation and operating parameters.  
No inferred resources were included in reserves.

Coal Resource and Reserve estimation 
process 
Work conducted by Miptec is stated in the related section above 
and forms the focus of the descriptive sections below.

Exploration and data management
Drilling was only carried out at Elandspruit during the financial 
year ended 31 March 2022. Wescoal Mining was responsible for 
the design and management of the five holes drilled across the 
planned Graspan North and Graspan South pits, as well as the 
logging and sampling of the coal seams. Miptec verified the 
supplied data prior to including the five boreholes in the current 
geological model. The recently drilled boreholes displayed 
the same seam characteristics as the boreholes already in the 
model, and therefore their addition did not result in any material 
change in the Coal Resource estimate or seam statistics.   

Laboratory analysis
For the recent exploration programme at Elandspruit, the 
borehole samples were analysed by Sibonisiwe Coal Laboratory 
Services (“Sibonisiwe”), according to ISO standards. Sibonisiwe 
is an independent company specialising in coal sampling and 
analysis and is South African National Accreditation Service-
accredited. Miptec has not audited the laboratory and is not 
aware if they participate in any recognised “round robin” quality 
control procedures.

Geological modelling
Geological models for Moabsvelden, Vanggatfontein, 
Elandspruit and Khanyisa were updated or maintained during 
the 2022 financial year by Ms K Black (PriSciNat). All the 
geological models were created using Datamine’s MineScape™ 
Geological Modelling Software. 

Elandspruit was the only model updated with newly acquired 
drilling information, whereas the Vanggatfontein model was 
updated by recorrelating the boreholes within the remaining 
portion of the VG4 pit, as well as by adding surveyed roof and 
floor elevations to the model. All models for all of the collieries 
were updated with the surveyed mined-out face positions as at 
31 March 2022 in order to update the Coal Resource estimations.

The geological models for Sterkfontein, LBC and Arnot were 
created by Dr EA Schneiderhan of CCIC, using Datamine’s 
Studio Modelling Software. Only the Arnot model was updated 
with the addition of historical exploration data (there was no 
material effect on the Coal Resource estimations). 

Coal resource classification
Coal resource classification and reporting have been conducted 
in accordance with the requirements of the SAMREC Code 2016 
Edition, the terms, definitions and guidelines of which have been 
used by the company’s geological consultants in assessing the 
status of classifiable Coal Resources. Principally, the main criterion 
for classification is based on the number of boreholes intersecting 
a particular coal seam(s) within a specified area. The confidence in 
projecting the coal quality across each seam is based on analysis 
from samples taken from the borehole cores of the individual 
intersections. Classification was guided by the following: 

• Borehole density; 

• Geological and grade continuity; 

• Geological structure and its influence on mining; and 

• Complexity of the geology. 

The borehole density and spatial distribution of cored boreholes, 
sampled and analysed, should be sufficient to allow for 
confident extrapolation of physical and quality parameters 
between boreholes. It also allows for the Coal Resources to be 
adequately categorised into inferred, indicated and measured 
Coal Resources as per the SAMREC Code.

Coal resource classification based on core borehole density 
(points of observation supported by analytical data) is as 
follows: 

• Measured: 16 core boreholes per 100ha (350m by 350m grid);

• Indicated: four core boreholes per 100ha (500m by 500m grid 
spacing); and

• Inferred: one core borehole per 100ha (approximately 1km by 
1km grid). 

Geological losses varying between 5% and 20% are applied on 
a project-by-project basis.

Under the SAMREC Code, particular reference is made to the 
South African Guide to the Systematic Evaluation of Coal 
Resources and Coal Reserves – South African National Standard 
(SANS 10320:2004). Reporting is also in accordance with 
section 12.11 of the JSE Listings Requirements.

Coal Reserves
The Coal Reserve estimates have been compiled by 
Mr Leon Raaths of Miptec and the Coal Reserve estimation 
methodology is described below.

It is important that the geological and mining modelling 
packages provide the primary order-of-magnitude cross-checks 
of the in situ volumes, relative densities and tonnages. Runge 
Pincock Minarco Global’s Open Cut and underground coal 
XPac package as the pit design and scheduling software was 
used, which provides this first gross tonnes in situ (“GTIS”) 
reconciliation based on the primary exploration inputs, both 
structural and quality. With an excellent correlation on GTIS 
estimates, the XPac model is deemed an appropriate and 
reasonable representation of the geological model. Salungano 
utilises Deswick software to conduct life of mine schedules, 
based on the same geological models as exported from 
Stratmodel, and used in XPac. The Salungano life of mine 
reserves for the various assets did not compare favourably with 
that replicated in the XPac modelling software by Miptec. The 
variances identified were investigated, with the only a reserve 
adjustment downwards for Moabsvelden being required. The 
Miptec reserve estimations were accepted as the final reserve 
estimation for Salungano.

Modifying factors applied in the reserving process are listed in 
the respective sections on a per project basis. In-pit seam losses 
and practical coal processing plant yields are the key parameters 
which are constantly monitored and modified in the forward-
looking models to inform realistic expectations of future 
production. 

Only indicated and measured Coal Resources are included for 
life of mine scheduling model purposes. In the event that an 
indicated or measured Coal Resource block is geographically 
isolated and cannot be accessed without including inferred 
Coal Resources into the schedule, that block is excluded. In 
this instance, additional drilling will be recommended in order 
to upgrade the appropriate coal blocks to at least an indicated 
Coal Resource categorisation before the isolated block could 
be considered in life of mine and Coal Reserve scheduling. In 
general terms, resource blocks for which an indicated Coal 
Resource categorisation has been applied qualify as a probable 
Coal Reserve, and blocks for which a measured Coal Resource 
categorisation has been applied qualify as a proved Coal Reserve. 

It must be noted that although Miptec constructed life of mine 
scheduling models, no life of mine scheduling was conducted. 
Salungano commenced with a programme to execute budget 
and life of mine scheduling and planning in-house. The current 
life of mine information provided by Salungano was compared 
on a total reserve basis, excluding quality and product 
information, and Miptec therefore reverted to their existing 
XPac life of mine mining models for Coal Reserve estimation 
purposes. It is recommended that Salungano follow due process 

to reconcile critical modifying factors and compare the mining 
model to the geological model information to ensure correlation 
of information, to not only schedule the mining processes but to 
also simulate the coal flow with the required product qualities 
and yields. It is also recommended that all cost and revenue 
drivers are reported from the schedule for financial evaluation 
purposes.

Exploration activities and expenditure 
Of the total Coal Resources estimated at 400.34mt, 
approximately 33% is in the measured category. Salungano 
manages an ongoing drilling programme as part of their short-
term technical control processes to validate the mining and coal 
quality parameters on the operating assets. 

Table 2. Asset resource category summary

Asset

Resources in
measured

% 

Resources in
indicated

%

Resources in 
inferred

%

Elandspruit 100

Khanyisa 100

Vanggatfontein 
Colliery 74 26

Moabsvelden 93 7

Leeuw Braakfontein 100

Sterkfontein 55 45

Arnot Colliery 39 37 24 

Table 2 provides a summary on the Coal Resource category 
distribution for each asset.

In FY22, exploration expenditure of R0.23 million was incurred 
at Elandspruit by drilling five boreholes to firm up geological 
information for the Graspan resources.

The exploration planning for FY23 is to finalise required 
information for the VG6/7 underground areas in the 
Vanggatfontein area in order to prepare for implementation 
designs. An amount of R0.5 million was estimated for the 
required work. 

Arnot Colliery plans to drill 23 boreholes to firm up qualities 
and geotechnical data; an estimated R3.2 million was allocated 
for this work.

On the LBC Project, 30 boreholes are planned at an estimated 
cost of R2.6 million to firm up the information for possible box 
cut positions and planning of mining operations.

 

Resources and Reserves summary | continued
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Elandspruit Complex
The Elandspruit Complex comprises both opencast and underground operations and is 100% owned by Salungano. Figure 2 shows 
the locality plan for Elandspruit. It is located approximately 8km west of the town of Middelburg on the farm Elandspruit 291 JS and 
encompasses an area of 538 ha. Location 25.80982°S latitude and 29.38474°E longitude.

Figure 2. Elandspruit locality map

Salungano holds a Mining Right that was granted in 
October 2010 for a period of 16 years. The Environmental 
Authorisation was issued an 30 November 2015 (17/2/3N-392). 
The environmental management plan (“EMP) was approved on 
28 October 2010 (MP 30/5/1/2/2/351 MR). A WUL was granted 
an 28 March 2015 (04/B11J/ACGIJ/3057). Elandspruit produced 
first coal during 2015 from the most northern pit and progressed 
southwards with operations. The underground operation 
started producing in 2016 with access from the Nungu Colliery 
underground operation towards the south of the R555 district 
road. Underground operations stopped in 2018 and commenced 
again mid-2021.

The life of mine plan for Elandspruit was reviewed with the 
following comments regarding differences:

• Coal under the northern softs dump should be included as 
reserves (currently excluded by Salungano) and scheduled as 
the dump will have to be moved as part of the rehabilitation 
process and the coal underneath is economically viable;

• Currently, only a portion of the coal pillar under the power 
line (which is planned to be moved) is included in the life of 
mine and reserves; this should be amended to include the full 
coal pillar; and 

• The current Salungano life of mine includes Graspan North 
and Graspan South and a combined pit. This decision must be 
evaluated as it is the opinion of the CP that the power lines 
in that specific area will not be moved (at this point, the pits 
remain separate in the resource estimation). 

Project geology 
The No. 1, No. 2, No. 3 and No. 4 Coal Seams are present at 
Elandspruit.

No. 1 Coal Seam is the lowermost coal seam. In the opencast 
area, the seam averages 4m in thickness whereas in the 
underground area it averages 2.9m. The depth to roof of the 
No. 1 Coal Seam ranges from less than 10m along the eastern 
boundary, to around 72m at its deepest along the southern 

boundary (underground area). The No. 2 Coal Seam is located 
above the No. 1 Seam and is usually separated from the 
underlying seam by less than 1m of sediments, however, this 
interval thickness increases to over 11m in the southern-eastern 
corner of the property. The No. 2 Seam is split into an Upper and 
a Lower Ply, based on the presence of an intra-seam parting. 

The presence of the No. 3 Coal Seam is dictated by its proximity 
to the limit of weathering, as it is eroded in areas of lower 
topographic elevation. It is the thinnest of the four seams, 
averaging 0.4m across the entire licence area, and never 
attaining thicknesses of greater than 0.6m. The interval between 
the No. 2 Upper and No. 3 Coal Seams is consistent across the 
property ranging from 12.0m to 15.5m. The No. 4 Lower Coal 
Seam is present only in areas of elevated topography; elsewhere 
it has been eroded. It ranges in thickness from less than 1m as 
the seam approaches the sub-crop, up to 2m to 3m. The 4L Seam 
is on average 6m to 7m above the No. 3 Coal Seam. The depth to 
roof ranges from less than 10m up to 35m in the south-west. 

Dolerite and faulting
Examination of the geological model noted that there are no 
major structural disturbances such as dolerite displacements 
or faults. The major structural irregularity present is noted in 
the underground sections and is the area where the No. 2 Lower 
Coal Seam is absent, due to a suspected washout.

No dolerite or faulting has been encountered during mining, and 
it is not envisaged that it will affect mining operations in the 
future either. 

Coal Resources 
Currently, all seams present within the delineated opencast 
areas are scheduled for mining, namely the No. 4 Lower Coal 
Seam, No. 3 Coal Seam, No. 2 Upper and Lower Coal Seams 
and the No. 1 Coal Seam. Within the underground mining area, 
only the No. 1 Coal Seam is targeted for mining. As such, all 
other seams have been excluded from the UG estimations. 
This decision was made based on the principle that all seams 
should have the potential for economic extraction. 

During resource modelling, a thickness cut-off of 0.5m was 
applied to all seams except the No. 3 Seam, where 0.4m was 
applied. A minimum mining height in the underground was 
limited to 1.8m seam thickness, and a maximum mining height 
of 4.5m was applied. The raw quality (adb) cut-off includes an 
ash cut-off > 50% and a volatile matter <18%. 

The Mining Right boundary, less a 9m boundary buffer, was used 
as maximum resource limitation. Based on advanced discussions 
with Eskom to relocate the power line, the west pillar under the 
power line was included. Coal under defined wetland buffers 
were excluded, with the exception of the Yoctolux areas, where 
permission to mine through parts of the wetland was granted. 

Survey positions indicating mined areas as at 31 March 2022 
were excluded.

For resource categories, the geological losses applied were 10% 
(Measured), 15%(Indicated) and 20% (Inferred).

Figure 3. No. 1 Seam resource extend

Resources and Reserves summary | continued
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Figure 3 illustrates the Elandspruit resource extents on the No. 1 Seam which covers both opencast and underground operations as used 
for the Coal Resource estimation. 

The Elandspruit opencast Coal Resource estimate comprises 7.50mt (100%) measured Coal Resource estimates, and the underground 
Coal Resource estimate comprises 1.7mt (100% measured), for a total Coal Resource estimate of 9.20mt (MTIS). 

Table 3. Elandspruit resource estimation as at 31 March 2022

Resource estimates 31 March 2022 Raw coal qualities (air-dried, uncontaminated)

Resource area Seam

Block 
area 

ha

Coal
thick-

ness 
m

ARD
 g/cm3

Geo. 
loss

%
 MTIS 

mt
Ash 

%
CV 

MJ/kg
FC
 %

IM 
%

TS
 %

VM 
%

OC

O
pe

nc
as

t

M
ea

su
re

d

4L Seam  31.49  1.51  1.46 10  0.62  17.71  25.31  57.31  3.74  0.95  21.23 

OC 3 Seam  53.96  0.46  1.45 10  0.32  17.07  26.95  50.54  3.04  2.87  30.47 

OC 2U Seam  55.73  1.82  1.66 10  1.51  33.87  19.23  41.22  2.72  1.27  22.34 

OC 2L Seam  56.60  2.64  1.59 10  2.11  28.28  21.71  48.06  2.87  2.23  20.80 

OC 1 Seam  63.08  3.44  1.63 10  2.94  31.97  20.87  43.48  2.46  0.91  22.09 

Opencast total  260.86  2.59  1.60 10  7.50  29.50  21.40  45.76  2.76  1.44  22.06 

Underground 
total 1 Seam  42.46  2.47  1.62 10  1.70  30.84  21.42  43.95  2.23  0.96  22.95 

Elandspruit 
total  303.32  2.57  1.61 10  9.20  29.75  21.41  45.42  2.66  1.35  22.23 

All	coal	qualities	quoted	on	an	air-dry	basis	(“ADB”)
MTIS	–	mineable	tonnes	in	situ
ARD	–	apparent	relative	density
CV	–	calorific	value	MJ/kg;	VM	–	volatile	matter	(%);	TS	–	total	sulphur	(%);	IM	–	inherent	moisture	(%);	FC	–	fixed	carbon	(%)
Thickness	–	greater	than	0.5m	for	opencast	estimates	(0.4m	for	S3),	and	1.2m	for	underground	estimates
Raw	ash	content	greater	than	50%	excluded
Raw	volatile	content	less	than	18%	excluded
10%	geological	losses	applied	(measured	coal	classification)

Reconciliation 
Table 3 reflects the end of March 2022 Coal Resource estimates, and Table 4 compares the 2021 to 2022 estimates, as well as the actual 
surveyed ROM tonnes (“AR”). The total change in Coal Resource estimates is 2.43mt, with 2.52mt surveyed as ROM coal mined. 

Table 4. Elandspruit comparison of resource estimates 2021 and 2022

Coal resource estimate 
(ADB)

FY22 
mining

FY22 
actual 
mining

Mining
loss/gain

Model/
other

loss/gain

March
2021

mt

March
2022

mt
Variance

mt Calc
ROM (AR)

mt mt mt

Elandspruit Colliery total  11.62  9.20 (2.43)  2.02 2.52 0.50 0.09

Opencast total  9.67  7.58 (2.08) 1.95 2.44 0.48 (0.22)

4L Seam  1.18  0.62 (0.57) 0.24 0.28 0.03 (0.32)

3 Seam  0.35  0.32 (0.03) 0.008 0.008 0.00 (0.02)

2U Seam  1.76  1.51 (0.25) 0.21 0.18 (0.03) (0.04)

2L Seam  2.72  2.11 (0.61) 0.61 0.71 0.10 0.00

1 Seam  3.65  2.94 (0.72) 0.88 1.26 0.38 0.17

Underground total  1.96  1.70 (0.26)  0.07 0.1 0.02 (0.19)

1 Seam  1.96  1.70 (0.26)  0.07 0.1 0.02 0.07

There is a good correlation between the actual coal mined versus that which was forecast by the model. There were some gains on the 
No. 2L Seam (0.1mt) which can possibly be attributed to the inclusion of some of the No. 2U Seam and mining outside of the delineated 
resource area. The gains noted on the No. 1 Seam are common at Elandspruit and are attributed to the inclusion of some of the lower 
quality floor material (carbonaceous in nature and difficult to differentiate). 

Due to the model update, the No. 4L Seam was slightly reduced in the area of sub-crop, whereas there was a slight increase in the 
No. 1 Seam estimate. 

Coal Reserves 
Coal Reserves for Elandspruit are based on the current mining strategy with regard to both opencast and underground operations. 
Opencast operations are based on the standard strip mining and rollover methodology, with the underground being based on standard 
bord and pillar methodology with no secondary extraction. 

During FY22, Elandspruit generated ROM from opencast amounting to 2.44mt and 0.08mt from the underground operations which 
commenced again in August 2021 (previous underground operations ceased in August 2018). 

Figure 4. Elandspruit plan detailing the remaining reserves as at 31 March 2022
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Table 5. Elandspruit reserves history

Elandspruit reserves history (100%)
Saleable qualities (4L and 3 Seam raw, 2U Seam  

20 Mj/kg and 20% vol, Seam 1 and 2L max. 26% Ash)

Date
Reserve

block

MTIS
(AD)

 mt

ROM
(AR)

 mt

Saleable
(AR) 

mt
Yield

%
CV

MJ/kg

Ash 
(AD)

%

Vol 
(AD)

%

TS 
(AD)

%

FY19 OC  14.07  15.22  11.92 78  23.01  25.21  22.46  0.83 

FY20 OC  11.90  12.87  10.08 78  23.03  25.15  22.59  0.86 

FY21 OC  9.56  10.34  8.02 78  23.05  25.15  22.72  0.88 

FY22 OC  7.22  7.81  5.95 76  22.96  25.47  22.83  0.84 

FY19 UG  1.10  1.19  0.87 73  23.38  25.87  24.13  0.57 

FY20 UG  1.10  1.19  0.87 73  23.38  25.87  24.13  0.57 

FY21 UG  1.10  1.19  0.87 73  23.38  25.87  24.13  0.57 

FY22 UG  1.03  1.11  0.81 73  23.38  25.87  24.13  0.57 

Table 5 details the reserve estimation ROM and quality history for the past four reporting periods as at 31 March for each year. Coal 
gains were realised each year, with no significant change in the estimated average qualities after two geological model updates, first 
during FY21 and the second in FY22.

Table 6. Elandspruit reserve estimate as at 31 March 2022

Elandspruit reserve estimate 
(100% Salungano attributable)

Saleable qualities  
(4L and 3 Seam raw, 2U Seam 20MJ/k)

Project
Reserve
category Seam

Reserve
block

MTIS
 (AD)

mt

ROM
 (AR)

mt

Saleable
(AR)
mt

Yield 
%

CV
 (AD)

MJ/kg

Ash
 (AD)

%

Vol 
(AD)

%

TS
 (AD)

%

El
an

ds
pr

ui
t

op
en

ca
st

Pr
ov

en

Total 4L Seam  0.57  0.61  0.60 98  25.96  16.71  24.39  1.34 

Total 3 Seam  0.26  0.28  0.27 98  27.04  20.02  29.93  2.33 

Total 2U Seam  1.29  1.40  1.05 75  20.50  29.82  21.19  0.94 

Total 2L Seam  2.00  2.17  1.54 71  22.78  25.90  21.90  0.58 

Total 1 Seam  2.60  2.81  2.11 75  23.05  25.90  22.82  0.56 

Total proved  6.72  7.27  5.57 77  23.01  25.35  22.77  0.81 

Pr
ob

ab
le

S3 GrasP N  0.01  0.01  0.01 98  26.95  16.63  30.73  10.64 

S2U GrasP N  0.18  0.19  0.16 85  20.50  29.33  20.68  1.87 

S2L GrasP N  0.14  0.15  0.08 59  23.62  25.75  25.29  0.57 

S1 GrasP N  0.17  0.19  0.12 70  23.36  25.90  25.87  0.49 

Total probable  0.50  0.54  0.37 70  22.29  27.11  23.65  1.31 

Total/average Elandspruit opencast  7.22  7.81  5.95 76  22.96  25.47  22.83  0.84 

El
an

ds
pr

ui
t

un
de

rg
ro

un
d

Pr
ob

ab
le

1 Seam
Primary 
mining

 1.03  1.11  0.81 73  23.38  25.87  24.13  0.57 

Total/AVG Elandspruit 
underground  1.03  1.11  0.81 73  23.38  25.87  24.13  0.57 

Total/average Elandspruit Colliery reserves  8.24  8.92  6.76 76  23.01  25.51  22.99  0.81 

Table 6 details the updated Coal Reserve estimate for Elandspruit with Table 7 showing the Coal Reserve reconciliation to that reported 
for the previous year. 

The reconciliation on the opencast Coal Reserves is predominantly due to mining depletion during FY22. The Coal Resources 
located under the power line are still included with work ongoing to move this power line to access the coal pillar of approximately 
0.57m ROM tonnes. 

Mining operations recovered more reserves than estimated during the previous reporting period.  A gain of 0.12mt was realised on 
the No. 4 Seam ROM, whereas the No. 3 Seam showed a loss of 0.08mt ROM. The No. 2U and 2L Seams are mined either as separate 
units or together depending on the presence of an inter-seam parting. During the modelling process, a substantial amount of No. 2U 
Seam was excluded from Coal Resources based on quality cut-offs applied (a VM content < 18% was excluded). Mining has, however, 
extracted more No. 2U Seam than indicated, as a result of the difficulty in distinguishing between the No. 2U and No. 2L Seams, where 
there are no inter-seam or intra-seam partings, as well as mining the coal excluded from the estimations based on the quality cut-offs 
applied. As a combined unit, the No. 2U and 2L Seams show a net loss of 0.13mt ROM. The No. 1 Seam shows a loss of 0.01mt. There is 
a total net loss of 0.1mt estimated as per the reconciliation in Table 7. The underground No. 1 Seam reserve was based on depletion only 
and no loss or gain reflected.

Table 7. Elandspruit Coal Reserve reconciliation on ROM estimations 

Elandspruit reserve reconciliation opencast

Date/period Area Seam 4 Seam 3 Seam 2U Seam 2L Seam 1 Total

31 March 2021 Pit2, Yoc N, 
Yoc E, 

GrasP N, 
Grasp S

 Opencast

 0.78  0.37  1.76  3.17  4.27  10.34 

31 March 2022  0.61  0.29  1.59  2.32  3.00  7.81 

Net change  (0.16)  (0.08)  (0.17)  (0.85)  (1.27)  (2.53)

Mining depletion  0.28  0.01  0.18  0.71  1.26  2.44 

Net loss/gain  0.12  (0.08)  0.01  (0.14)  (0.01)  (0.10)

Elandspruit reserve reconciliation underground

Date/period Area Seam 4 Seam 3 Seam 2U Seam 2L Seam 1 Total

31 March 2021 UG  1.19  1.19 

31 March 2022  1.11  1.11 

Net change  (0.08)  (0.08)

Mining depletion  0.08  0.08 

Net loss/gain – –

ROM modifying factors – opencast 
The split between opencast and underground was determined in 2018 through a block ranking methodology. It is recommended that 
this should be updated to confirm the economical split between opencast and underground.

The mining model applied the same cut-offs as indicated for resources. For opencast, a 0.5m minimum seam thickness was applied 
except for the No. 3 Seam where 0.4m was applied. On raw qualities (adb) maximum ash of 50% and minimum volatile matter of 18% 
was applied.

From a layout perspective, the resource boundaries were used as a maximum limit, wetland buffer zones were excluded power line and 
the pillar on the west was included as reserves. Total losses of 14% were applied with 4% contamination and 4% moisture adjustment 
for the ROM (arb) calculation. Survey mined-out areas were excluded from reserves.

ROM modifying factors – underground 
The mining model for underground No. 1 Seam applied a minimum of 1.8m seam thickness with a maximum seam height of 4m. On 
a raw quality (adb) the maximum ash 50% and minimum volatile matter 18% was applied. For underground, a barrier pillar was left 
between opencast and underground areas, no underground mining under defined wetland buffers was included and the design includes 
barrier pillars left between mining panels.
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For the ROM (arb) calculation, a 10% geological loss was applied 
with a maximum 4.0m seam thickness, contamination of 0.1m 
on the floor was included as well as a 4% surface moisture 
adjustment. The in-panel extraction related to an average of 62%.

Marketing
Elandspruit has a processing facility some 18km east of the 
mine, with a monthly capacity of 210 000 feed tonnes. ROM coal 
is trucked from the mine and processed at this processing facility 
from where the product is again trucked to clients. Elandspruit 
for the remaining four years of life of mine will be providing 
thermal coal to Eskom, inland clients and export.

Environmental management and closure funding
Mr Elandspruit’s environmental liability was assessed by 
Jaco Kleynhans (Zyntha Consulting Proprietary Limited) as 
at April 2022 based on the DMRE guidelines. It amounts to 
R96.8 million including VAT, a decrease of R13 million on 
an equivalent base from the 2021 assessment. Salungano 
Processing, which mainly processes ROM from the Elandspruit 
operation, has a closure liability of R24.9 million, an increase of 
R4.9 million, on an equivalent basis from the 2021 assessment. 
The Elandspruit Colliery closure assessment quantum of 
R96.8 million, is exclusive of the processing liability.

It must be noted that according to the agreement with 
Yoctolux, there is an additional R18.5 million liability that 

must be financially provided for by Salungano but not in terms 
of guarantees as the Mining Right holder for Yoctolux is not 
Salungano.

The volume-based assessment for Elandspruit as compared 
to the DMRE guideline assessment for March 2022 shows 
an indicative shortfall of R332.3 million; and R62 million on 
Salungano Processing.

Environmental guarantees from Lombard Insurance are in place 
as per the revised facility term sheet issued on 12 January 2022 
and guarantee 76277 issued on 12 August 2021 for the amount  
of R110 million.

Future work
• Identify the best strategic option to mine both Graspan North 

and South:

-  Permission to move the power line and combine the 
two pits;

-  Mine the pits separately with two accesses; 

- Extend the current UG to replace the opencast; 

• Redesign of the UG, as the current designs are based on old 
economic parameters and require updating; and

• A formalised life of mine process should be implemented 
in order to meet the SAMREC and SANS requirements, as 
the current process is not documented and is therefore not 
auditable. 

Risks 
Table 8 below summarises the risks identified at Elandspruit Colliery. 

Table 8. Elandspruit risks

Type of risk Risk Mitigation Level of risk

Life of mine process Requires further detail to 
ensure auditability and 
accurate evaluation of 
economic viability

Establish and execute 
a robust life of mine 
process, aligned with 
SAMREC and SANS 
guidelines

High

Closure rehabilitation The mine has a life of 
mine of three to four 
years remaining; delaying 
catch-up and concurrent 
rehabilitation will increase 
final closure cost

Incorporate the reduction 
of backlog in the life of 
mine plans

High

Underground and 
Graspan reserves

Reduction of reserves 
due to constraints and 
changed economics

Conduct required project 
work to evaluate the 
current economics of the 
associated reserves

High

Khanyisa Complex
The Khanyisa Complex comprises the Triangle resource area and the Catwalk resource area, which Salungano effectively owns 100%.

Figure 5 shows the location of the Khanyisa Complex. It is located some 10km west of the town of Ogies in Mpumalanga. It comprises 
portions of the farm Heuvelfontein 215 IR. The location of the complex is 26.042950°S latitude and 28.973325°E longitude.

Figure 5. Khanyisa Complex locality map

The Mining Right MP 30/5/1/2/2/107MR was amended on 27 January 2017 for a further eight years, effectively expiring in January 2025. 
Environmental authorisation was initially approved in October 2016. A WUL for the total integrated mining area was awarded in 
May 2016. The consolidated Mining Right was awarded in March 2017.

From a reserve perspective, the peripherals of the mined-out areas and the boundary pillar remain on Triangle 2 of Khanyisa (Triangle 1 
is considered mined out), and Catwalk is in the process of being backfilled. The opencast methodology remains as a standard rollover 
methodology. From a resource perspective, the peripherals in both Triangle 1 and Triangle 2 are still included as there is the option to 
gain 50m of the current 100m Transnet pipeline servitude. 
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Local geology 
Five principal seams are developed at Khanyisa, namely the 
No. 1, No. 2, No. 3 and the No. 4 Lower and No. 4 Upper Coal 
Seams. The No. 5 Coal Seam is not present at all. The No. 1  
Coal Seam is not considered economic as it is either very thin  
(~1m thick) or not developed. Similarly, the No. 3 Coal Seam is 
also not considered economic as it is on average only around 
0.3m in thickness. 

The No. 2 Coal Seam is the main economic target at Khanyisa. 
It is present in the Triangle area as in situ coal, and is on average 
5.90m thick, with an average depth to roof of 40.9m (ranging 
from 38m to 43m). 

The No. 4 Lower Coal Seam occurs across the majority of the 
Triangle area, with the exception of a few areas to the south 
where it has been eroded. 

Dolerite and faulting
There is no dolerite or faulting within the Triangle resource area. 

Table 9. Khanyisa resource estimate summary as at 31 March 2022

Coal resource estimate (ADB) Raw coal qualities (ADB)

Indicated
mt

Measured
mt

Total
mt

CV 
MJ/kg

Ash
 %

VM
 %

TS 
%

Khanyisa Colliery total 1.15 1.15 20.37 30.80 21.26 1.04

Opencast 1.15 1.15 20.37 30.80 21.26 1.04

4U Seam 0.25 0.25 17.29 38.79 18.79 0.67

4L Seam 0.24 0.24 22.86 23.83 23.70 1.30

2 Seam 0.66 0.66 20.63 30.29 21.32 1.09

All	coal	qualities	quoted	on	an	air-dried	basis	(“ADB”)
MTIS	–	mineable	tonnes	in	situ
CV	–	calorific	value	MJ/kg;	VM	–	volatile	matter	(%);	TS	–	total	sulphur	(%);	FC	–	fixed	carbon	(%);	IM	–	inherent	moisture	(%)
Thickness	–	greater	than	0.5m	for	opencast	estimates
Raw	ash	content	greater	than	50%	excluded
Raw	volatile	content	less	than	18%	excluded

MTIS modifying factors 
For MTIS resource estimations, a minimum seam thickness of 0.5m was applied for opencast, with raw quality (adb) of maximum 
ash 50% and minimum volatile matter of 18%. Resources were within the Mining Right boundary, coal under the 200m Transnet 
pipeline servitude was excluded as well as coal within a minimum of 50m from the road servitude. The survey indicated that mined 
coal as at 31 March 2022 was excluded. The Catwalk was being backfilled and was indicated as being depleted from all economical 
viable coal.

Geological losses were applied as per the defined resource categories: 10% (Measured), 15% (Indicated) and 20% (Inferred).

Coal Resources 
Current mining at Khanyisa (Figure 6) is taking place on the 
remainder of Triangle 2 (No. 4 and No. 2 Seams). Triangle 1 is 
considered mined out, however, the peripheral coal remains in 
resources as there is the option to potentially mine it. As at the 
end of FY21, the Coal Resources at Catwalk were considered 
mined out. 

Currently, all seams present within the delineated opencast 
areas are scheduled for mining, namely the No. 4 and the  
No. 2 Coal Seams. 

During resource modelling, a thickness cut-off of 0.5m was 
applied to all seams. The raw quality (adb) cut-offs include an 
ash cut-off > 50% and a volatile matter <18%. 

Coal under the pipeline was excluded.

Survey positions indicating mined areas as at 31 March 2022 were 
excluded.

For resource categories, the geological losses applied were 10% 
(Measured), 15%(Indicated) and 20% (Inferred).

The coal seams within the Khanyisa Colliery area are defined as 
multiple seam type as per SANS 10320:2004. 

Figure 6. Khanyisa Colliery No. 2 Seam resource areas

The Khanyisa opencast Coal Resource estimate comprises 1.15mt (100%) measured Coal Resource estimates at Triangle 2 and Triangle 1.
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Reconciliation 
Table 10 indicates a change in the Triangle resource of 0.95mt (MTIS), which is 0.12mt more than was mined out (0.83mt). There were 
very small gains realised on the No. 2 and No. 4 Seams at Triangle 1 and 2, however, the removal of the remaining resources at Catwalk 
(0.17mt) is the main contributor to the overall 0.12mt loss at Khanyisa. 

Table 10. Khanyisa Colliery resource reconciliation – March 2021 to March 2022

Coal resource estimate (ADB)

FY22 
actual 
mining

Loss/
gain

March
2021

mt

March
2022

mt
Variance

mt
ROM (AR)

mt  mt

Khanyisa Colliery total 2.11 1.15 0.95 0.83 (0.12)

Triangle opencast 1.94 1.15 0.78 0.83 0.05

Triangle 2 1.24 0.64 0.59 0.61 0.02

S5 – – – –

4U Seam 0.28 0.15 0.13

4L Seam 0.24 0.13 0.11 0.22 (0.02)

2 Seam 0.72 0.36 0.36 0.39 0.03

Triangle 1 0.70 0.51 0.19 0.22 0.03

4U Seam 0.11 0.10 0.01

4L Seam 0.18 0.12 0.07 0.13 0.06

2 Seam 0.41 0.30 0.11 0.09 (0.02)

Triangle underground – – – – –

4 Seam – – – – –

2 Seam – – – – –

Catwalk total  0.17 – 0.17 (0.17)

2 Seam  0.17 – 0.17 (0.17)

Coal Reserves  
Coal Reserves for the Khanyisa Complex were based on the proven opencast strip mining strategies, and operations were executed as 
such throughout FY22. Reserves remaining as at the effective date of this report are at Triangle 2 only, including the boundary pillar of 
9m that was approved by both Mining Right holders and will be mined with the neighbouring mine. 

Fixed infrastructure is utilised with all major mining activities contracted out, together with the crushing and screening plants. 
Additional mining contractor infrastructure exists to provide for the full service.

Figure 7 below illustrates the remaining No. 2 Seam Coal Reserves for Khanyisa as at 31 March 2022. 

Figure 7. Khanyisa remaining reserves plan as at 31 March 2022

Khanyisa produced 0.99mt ROM in FY19, 1.12mt in FY20, 1.01m in FY21 and 0.83mt ROM in FY22.
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Table 11. Khanyisa reserve estimate summary as at 31 March 2022

Khanyisa reserve estimate Saleable qualities (all seams based on a 
contaminated raw crushed and screened product)

Project

Re-
serve
cate-
gory Reserve block Seam

MTIS
 (AD)

mt

ROM
 (AR)

mt

Saleable
(AR)
mt

Yield 
%

CV
 (AD)

MJ/kg

Ash
 (AD)

%

Vol 
(AD)

%

TS
(AD)

%

O
pe

nc
as

t

Pr
ov

ed

S4U  0.07  0.08  0.07 98  16.07  41.23  17.85  1.17 

S4L  0.07  0.07  0.07 98  20.34  28.46  22.23  1.21 

S2  0.19  0.20  0.19 98  18.32  35.60  20.47  0.62 

Triangle total Total  0.33  0.34  0.33 98  18.23  35.39  20.25  0.86 

Mine total Total  0.33  0.34  0.33 98  18.23  35.39  20.25  0.86 

Table 12. Khanyisa reserve reconciliation 31 March 2022

Khanyisa Triangle reserve reconciliation

Date/period Area Seam 5 Seam 4U Seam 4L Seam 4 Seam 2 Total

31 March 2021
Triangle  

South and 
North  

Opencast

 0.46  0.95  1.42 

31 March 2022  0.14  0.20  0.34 

Net change  (0.32)  (0.76)  (1.08)

Mining depletion  0.35  0.48  0.83 

Net loss  -  0.03  (0.28)  (0.25)

Khanyisa Catwalk reserve reconciliation

Date/period Area Seam 5 Seam 4 Seam 2 Total

31 March 2021
Catwalk 

Peripheral 
and South

 0.03  0.03 

31 March 2022 – –

Net change  (0.03)  (0.03)

Mining depletion – –

Net loss/gain  (0.03)  (0.03)

Triangle ROM Coal Reserves of 0.34mt opencast as at 31 March 2022 will be crushed, screened and blended to achieve the average 
product quality of >19MJ/kg and higher. The yield for raw products is conservatively based on a 98% recovery as the mine only has crush 
and screening processing facilities. 

A total of 0.83mt ROM was extracted from the Triangle sections during FY22, with a net loss of 0.28mt realised. 0.03mt was taken 
out of the Catwalk pillar area and mining has reached the limits of what is economically extractable. All peripheral coal in offsets not 
accessible in both Triangle 2 and Triangle 1 were removed from reserves, resulting in the stated loss of 0.25mt ROM.

The remaining reserves indicate a remaining life of mine of less than one year. The neighbouring mine to the north of Triangle 2 has 
commenced with operations and the boundary pillar will be extracted for Khanyisa. Khanyisa has a project that pursues the option 
of mining closer than the current 100m offset from the Transnet pipeline to recover additional coal. This is not in the current reserve 
estimate as the process has not been concluded with Transnet.

ROM modifying factors – opencast 
The resource delineation was utilised together with the 
raw geological data as a base for the reserve estimations. A 
thickness cut-off of 0.5m was applied to all seams. The raw 
quality (adb) cut-offs include an ash cut-off > 50% and a 
volatile matter <18%. From a layout perspective, the 9m Mining 
Right boundary was honoured, with inclusion of the northern 
boundary as it was agreed and approved to be jointly mined by 
the respective Mining Right holders. A 50m road servitude was 
applied based on previous mining and permissions obtained. As 
per resources, no reserves were estimated under the 200mm 
Transnet pipeline servitude.

For the ROM (AR) calculation, a total of 14% losses inclusive of a 
10% geological loss was applied with 4% contamination and 4% 
additional surface moisture applied in the calculation. 

Marketing
Khanyisa provides product to Eskom markets either directly or as 
part of rectification on other Salungano operations. 

Environmental management and closure 
funding 
An assessment update of the current Khanyisa rehabilitation 
liability based on the DMRE guidelines was made by 
Mr Jaco Kleynhans dated April 2022. It amounts to R62.1 million 
including VAT, an increase of R2.0 million on a comparative basis 
from the 2021 assessment. 

The volume-based assessment for Khanyisa as compared to the 
DMRE guideline assessment for March 2022 shows an indicative 
shortfall of R70 million. 

Environmental guarantees from Lombard Insurance are in 
place as per the 12 January revised mining guarantee facility 
review on the term sheet, guarantee number 76278, issued on 
12 August 2021 for the amount of R60.1 million.

Future work
• Rehabilitation of the mining voids;

• Mining of the boundary pillar; 

• Studies and approvals to mine closer to the Transnet pipeline; 
and 

• A robust life of mine process should be formalised and 
implemented in order to meet the minimum SAMREC and 
SANS requirements. 

Risks 
Table 13 below summarises the identified risks at Khanyisa. 

Table 13. Khanyisa risks

Type of risk Risk Mitigation Level of risk

Rehabilitation Khanyisa, without 
the possible upside 
of accessing part of 
the Transnet pipeline 
servitude that is included 
in the financial models, 
has less than a year of 
remaining life. Required 
financial resources for 
closure could be lacking

Re-evaluation of Khanyisa 
excluding the Transnet 
pipeline servitude 
should be conducted 
and required actions 
implemented to ensure 
closure of Khanyisa

High
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Vanggatfontein Colliery
Vanggatfontein is an opencast coal mining operation, 100% owned by Salungano, situated in the Witbank Coalfield of South Africa that 
mines the No. 5. No. 4, and No. 2 Coal Seams using truck and shovel rollover mining methods at an average rate of 340 000tpm ROM. 
The No. 5 Seam is processed through a 100tph plant for domestic metallurgical and boiler markets (No. 5 Seam plant), while the No. 4 
and No. 2 Seams are processed through a 480tph plant which produces thermal coal for Eskom. 

Figure 8 shows the locality plan for Vanggatfontein. The colliery is located approximately 16km east-south-east of the town of Delmas, 
in the Mpumalanga province of South Africa. It is situated on the farm Vanggatfontein 251IR, covers an area of 1 651.98ha and is located 
at 26.173055 S. 28.83555E.

Figure 8. Vanggatfontein Colliery locality map

In June 2009, prospecting right MP/30/5/1/1/2/1/416PR 
was successfully converted into a 20-year Mining Right 
(MP/30/5/1//2/2/309MR). The Mining Right was executed 
on 23 February 2010 and unless cancelled or suspended in 
terms of clause 13 of the Mining Right, or section 47 of the 
MPRDA, will continue in force for a period of 20 years, ending 
on 22 February 2030. The current productive remaining life for 
Vanggatfontein is six years followed by a closure process.

Local geology
Locally, three coal seams are developed across the licence area – 
namely the No. 5 Seam, No. 4 Seam and the No. 2 Seam. Within 
the opencast resource areas, the No. 2 and No. 4 Seams are the 
primary economic targets, with the addition of the No. 5 Seam 
where present. 

The No. 2 Seam is the bottom-most economic coal seam. The 
No. 2 Seam is well developed over the majority of the licence 
area, until it sub-crops towards the east. On average, the 
seam is 6.3m thick and the average depth to the No. 2 Seam 
is 46m across the eastern resource block (“ERB”). The parting 
between the No. 2 and No. 4 Seam above varies greatly in 
thickness between VG4 in the north and VG5 in the south. In 
VG4, the parting ranges between 4m to 8m, whereas in VG5 
it ranges between 14m to 20m. The No. 2 Seam is separated 
from the No. 4 Seam above by a parting of approximately 11m 
in thickness. The No. 4 Seam averages 6.8m in thickness across 
the ERB area. It is, however, thickest (8.4m) in VG4 and thinnest 
in VG5 (5.9m). Within the western resource block (“WRB”) 
resource area, the seam averages 6.2m thick, however, for 
resource estimation purposes, it is limited to 4.8m. The average 
depth to the No. 4 Seam roof is 28m within the ERB, and 44m 
within VG6. The No. 4 Seam depths range from less than 20m 
to over 100m in the WRB. The No. 5 Seam is only present across 
VG4 and a small portion of VG3. It has been removed by erosion 
in VG5. The seam averages 1.3m in thickness and comprises 
bright coal, interbedded with thin stringers of carbonaceous 
siltstone. 

Structure
In 2013, a high-resolution low-level aeromagnetic and 
radiometric survey was flown over the Vanggatfontein Project 
area by Xcalibur Airborne Geophysics. This work included 
flying 350 line kilometres over 16.3km2. Survey commissioning, 
airborne data acquisition and processing quality control, plus 
final data interpretation were managed by GAP Geophysics 
Proprietary Limited (“GAP”). GAP is a Johannesburg-based 
independent geophysical consultancy focusing on integrated 
data interpretation and survey programme management for the 
mineral exploration and mining sectors. This work mapped the 
aerial distribution of the various dolerite dykes and sills with a 
fair degree of confidence and concluded that any loss-of-ground 
mining concerns appeared to be largely constrained to the WRB.

Within the ERB, there have been a number of boreholes which 
have intersected dolerites, many having a notable effect on 
the coal qualities. Within VG3 and VG4, there is a transgressive 
sill which has affected the coal seams. The affected areas are 
reasonably well delineated and are, for the most part, removed 
from the Coal Resources. Within VG4, both dolerite and 
faulting have been encountered. Within VG5, there is a large 
transgressive sill which has had an effect on the No. 4 Seam, 
and to a less extent, the No. 2 Seam . 

Coal Resources 
As the ERB is delineated as an opencast area (strip ratio < 4bcm 
waste: tonne coal), all coal seams are included for mining, 
namely the No. 5 Coal Seam, No. 4 Coal Seam and No. 2 Seams. 
The WRB is designated as an underground area and, as such, 
mining of the No. 4 Seam has been planned in VG6 and the  
No. 2 Seam within Pit VG7. 

During the last financial year, it was determined that there 
was a large discrepancy between the model estimation and 
mined/surveyed coal tonnes at Vanggatfontein VG4 pit. It was 
suggested that additional drilling be undertaken in order to 
determine why the coal recoveries are less than the model and 
current boreholes predict. The decision to drill was made by the 
company, however, there were issues with the drilling company 
and after a lot of wasted time, the drill programme was 
cancelled. As an alternative to new drilling data, selected survey 
data (roof and floor elevations of the coal seams) was added to 
the model. 

The coal seams within the Vanggatfontein area are defined as 
multiple seam type as per SANS 10320:2004. Coal Resources are 
declared for the No. 2, No.4 and No. 5 Seams.

During resource modelling, for opencast, 0,5m seam thickness 
cut-off applied to all seams. The underground resources were 
limited to a minimum mining height of 1.8m and a maximum 
mining height of 4.5m. A Raw quality (adb) cut-offs include an 
ash cut-off >50%, The volatile matter cut-off was done at a 
cumulative float 1.8g/cm3 <16%,

The Mining Right boundary less a 9m boundary buffer was used 
as maximum limitation. Coal under defined wetland and road 
buffers was excluded.

Survey positions indicating mined areas as at 31 March 2022 
were excluded.

For resource categories, the geological losses applied were 10% 
(Measured), 15% (Indicated) and 20% (Inferred).
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Figure 9. Vanggatfontein resource extent

Figure 9: indicates the opencast and underground resources at Vanggatfontein Colliery.

The Vanggatfontein ERB opencast Coal Resource estimate comprises 8.99mt (60%) measured and 5.38mt (30%) indicated Coal 
Resource estimates, for a total opencast Coal Resource estimate of 14.36mt. The Vanggatfontein WRB underground estimate comprises 
6.60mt (100%) measured Coal Resource estimations. The total combined Coal Resource estimate at Vanggatfontein is 20.96mt (MTIS). 

Table 14 details the Vanggatfontein Coal Resource estimation. 

Table 14. Vanggatfontein resource estimate as at 31 March 2022

Raw coal qualities (air-dried, uncontaminated)

Resource 
area

Min-
ing

me-
thod

Res-
ource
cate-
gory Seam

Area
 ha

Thick-
ness 

m
ARD

g/cm3

Geo.
loss

%
 MTIS

 mt
Ash 

%
CV

MJ/kg
FC 
%

IM 
%

RD 
%

TS 
%

VM 
%

VG4 OC Indicated

 S5  17.62  1.40  1.55 15  0.33  28.53  21.42  44.18  4.27  1.55  1.38  23.03 

 S4  23.13  8.09  1.72 15  2.74  38.60  16.73  37.59  3.97  1.72  0.87  19.84 

 S2  24.69  6.72  1.64 15  2.31  33.38  18.91  42.19  3.81  1.64  0.93  20.62 

 65.44  7.10  1.68  5.38  35.75  17.95  39.97  3.92  1.68  0.93  20.37 

 65.44  7.10  1.68  5.38  35.75  17.95  39.97  3.92  1.68  0.93  20.37 

VG5 OC Measured

 S5 – – – – – – – – – –

 S4  32.90  5.79  1.68 10  2.88  37.68  17.74  42.58  3.55  1.68  1.35  16.19 

 S2  70.26  5.93  1.63 10  6.11  32.18  19.69  42.68  3.71  1.63  1.23  21.43 

 103.16  5.89  1.64  8.99  33.94  19.06  42.65  3.66  1.65  1.27  19.75 

 103.16  5.89  1.64  8.99  33.94  19.06  42.65  3.66  1.65  1.27  19.75 

Total OC 
resources  6.34  1.66  14.36  34.62  18.65  41.65  3.76  1.66  1.14  19.98 

VG6 UG Measured  S4  116.69 3.55 1.62 10  6.03  30.34  20.21  45.35  3.87  1.62  1.11  20.44 

 116.69  3.55  1.62  6.03  30.34  20.21  45.35  3.87  1.62  1.11  20.44 

VG7 UG Measured  S2  10.30  4.01  1.51 10  0.56  23.88  23.35  51.47  3.58  1.51  1.27  21.06 

 10.30  4.01  1.51  0.56  23.88  23.35  51.47  3.58  1.51  1.27  21.06 

Total UG 
resources  3.58  1.61  6.60  29.79  20.48  45.87  3.85  1.61  1.12  20.49 

Total VGF 
resources  5.47  1.64  20.96  33.10  19.22  42.98  3.78  1.64  1.13  20.14 

All	coal	qualities	quoted	on	an	air-dried	basis	(“ADB”)
MTIS	–	mineable	tonnes	in	situ
ARD	–	apparent	relative	density
CV	–	calorific	value	MJ/kg;	VM	–	volatile	matter	(%);	TS	–	total	sulphur	(%);	IM	–	inherent	moisture	(%);	FC	–	fixed	carbon	(%)
Thickness	–	greater	than	0.5m	for	opencast	estimates	
Raw	ash	content	greater	than	50%	excluded

Reconciliation 
Table 15 as follows details the resource reconciliation.

The change in Coal Resource estimates between FY21 (24.28mt) and FY22 (20.96mt) is due to mining depletion within the ERB. The WRB 
estimate has remained unchanged. 

Slight gains were realised on the S5, predominantly due to mining beyond the extent of the seam as predicted by the geological model. 
There was a negligible loss on the S4, however, there was a 0.37mt loss on the S2. The model has been updated in order to more closely 
reflect the S2 mining horizon and, as such, this loss remains difficult to explain, however, possible reasons include low-wall coal pillars 
lost, floor coal lost due to wet conditions and the parting between the S2U and S2L extracted separately as waste, thereby reducing the 
actual ROM tonnes. 

Regarding the quality comparisons, there are no noticeable changes between the qualities declared for FY21 and FY22. 
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Table 15. Vanggatfontein resource reconciliation

Coal resource estimate  
 (ADB)

FY22
actual 
mining

Loss/
gain

March 
2021

mt

March 
2022

mt
Variance

mt
ROM (AR)

mt mt

Vanggatfontein total  24.28  20.96  3.32 2.98 (0.35)

Eastern resource block (ERB)  17.69  14.36  3.32 2.98 (0.35)

5 Seam  0.42  0.33  0.10 0.17 0.07

4 Seam  7.54  5.62  1.92 1.88 (0.04)

2 Seam  9.72  8.42  1.30 0.93 (0.37)

Western resource block (WRB)  6.60  6.60 – – –

5 Seam – – – – –

4 Seam  6.03  6.03 – – –

2 Seam  0.56  0.56 – – –

Marketing
The one-year extension to the original Eskom contract has 
expired. Salungano is in the process of securing a new offtake 
agreement with Eskom.

Salungano, in the life of mine, has allocated domestic product 
to both Eskom and Sasol. In addition, product was also allocated 
to the export market. 

Coal Reserves 
Vanggatfontein is currently operated as an opencast mining 
operation based on contractor truck and shovel strip mining 
and rollover methodology. Opencast mining at Vanggatfontein 
contributed to 2.98mt ROM being extracted during FY22. Box cut 
operations at VG5 pit are completed and the pit is progressing 
towards steady-state operation.

The current remaining opencastable Coal Reserves of 14.14mt 
ROM at the planned production rate provide for a six-year life 
on the Vanggatfontein opencast operations.

The Vanggatfontein underground section construction phase 
on the WRB will commence with the construction of the coal 
handling and processing plants, followed by the construction 
of the underground access. The reserves remained unchanged 
at 3.61mt inclusive of those under the wetlands that are now 
permitted under the updated Environmental Authorisation 
and WUL.

Current projects are focused on increasing the ROM Coal 
Reserves by focusing on low-quality thermal coal markets and 
additional underground mining potential.

Vanggatfontein mined 2.68mt (ROM) in FY19, 2.19mt in FY20, 
3.61mt in FY21 and 2.98mt in FY22.

The mine was placed under care and maintenance at the end 
of February 2022. The mine has made a strategic decision to 
establish its own hybrid mining capability commencing with 
own equipment, supplemented by additional contractors 
and outsourcing of key support functions which includes 
maintenance with drill and blasting. As at 18 July, the mine 
was still recruiting operators with no specific time estimate 
to commence operations.

The intention is to commence with much lower production 
levels to supply coal to domestic clients and some to export 
through the Durban harbour. 

No new fixed contract has yet been concluded with Eskom, 
justifying the hybrid mining model to reduce risks associated 
with mining contractors in times where coal offtake and mining 
requirements can vary substantially.

Table 16. Vanggatfontein reserve estimates 31 March 2022

Project
Reserve
category Seam

MTIS (AD)
mt

ROM (AR)
mt

Saleable
(AR)
mt

Yield 
%

CV (AD)
MJ/kg

Ash (AD)
%

Vol (AD)
%

TS (AD)
%

Pr
ov

en

Va
ng

ga
tf

on
te

in
 

op
en

ca
st

S5  0.29  0.31  0.25 80  21.77  27.45  23.41  1.40 

S4  6.25  6.50  3.79 58  21.50  27.35  19.14  0.97 

S2  7.05  7.33  5.26 72  21.50  27.20  22.59  0.94 

Total  13.60  14.14  9.30 66  21.51  27.27  21.20  0.96 

VG6 UG probable Seam 4  3.47  3.61  3.61 100  20.17  30.61  20.07  1.14 

Total mine  17.07  17.75  12.91 73  21.13  28.20  20.89  1.01 

Table 17. Vanggatfontein reserve history

Vanggatfontein reserve history (100%)
Saleable qualities (all seams based on  

contaminated raw crush and screened)

Date
Reserve

block
MTIS

(AD) mt
ROM

(AR) mt
Saleable
(AR) mt

Yield
%

CV
MJ/kg

Ash (AD)
%

VOL (AD)
%

TS (AD)
%

FY19 OC  24.08  25.05  15.38 61  21.51  27.09  21.21  0.90 

FY20 OC  21.77  22.64  14.32 63  21.51  27.17  21.33  0.89 

FY21 OC  16.86  17.53  11.29 64  21.51  27.21  21.32  0.94 

FY22 OC  13.60  14.14  9.30 66  21.51  27.27  21.20  0.96 

FY19 UG  2.10  2.18  2.18 100  20.41  29.97  20.47  1.14 

FY20 UG  2.10  2.18  2.18 100  20.41  29.97  20.47  1.14 

FY21 UG  3.47  3.61  3.61 100  20.17  30.61  20.07  1.14 

FY22 UG  3.47  3.61  3.61 100  20.17  30.61  20.07  1.14 

Table 17 shows the reserve history for Vanggatfontein Colliery for the last four estimations as at 31 March of each year. The VG6 underground 
increase in reserves (FY21) is based on the inclusion of the No. 4 Seam coal under the western wetland. The environmental application 
was submitted more than a year back, all specialist studies have been completed, public participation was done and the updated 
environmental impact assessment and EMP were submitted in early 2020. Currently, response/approval is outstanding from the DMRE. This 
additional reserve was included in the offer to Eskom and forms part of the offtake agreement that will be finalised in the near future.

Table 18. Vanggatfontein ROM reserve reconciliation as at 31 March 2022

Vanggatfontein reserve reconciliation opencast

Date/period Area Seam 5 Seam 4 Seam 2 Total

Estimated 31 March 2021

VG3, VG4 and  
VG5 OC

 0.49  8.54  8.50  17.53 

Estimated 31 March 2022  0.31  6.50  7.33  14.14 

Net change  (0.18)  (2.04)  (1.17)  (3.39)

Mining depletion  (0.17)  (1.88)  (0.93)  (2.98)

Loss/gain  (0.02)  (0.16)  (0.24)  (0.41)

Net gain  (0.41)

Vanggatfontein reserve reconciliation underground

Date/period Area Seam 5 Seam 4 Seam 2 Total

Estimated 31 March 2021 VG6 UG  3.61  3.61 

Estimated 31 March 2022 VG6 UG  3.61  3.61 

Net gain –
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Table 18 details the results of the Coal Reserve reconciliation from the FY21 estimate to the current FY22 estimate. A net loss of 
0.41mt ROM is indicated on the ERB. This loss is mainly due to coal recovery, a geological model update based on the inclusion of 
actual survey information in 10 simulated borehole positions as well as a recorrelation on both the 4 and 2 Seams to adjust to current 
mining practices. 

Figure 10 illustrates the Coal Reserves plan for the Vanggatfontein mining areas, indicating the remaining Coal Reserve areas on the  
No. 2 Seam for opencast and the No. 4 Seam for underground.

The WRB underground section is planned on the standard bord and pillar methodology with no secondary extraction. The decision to 
change to an underground mine was based on recent drilling results as well as quality requirements for new coal sales agreements. 
The results indicated that the extent of the No. 2 Seam devolatilisation was greater than previously modelled and, as such, the majority 
of the No. 2 Seam did not meet the minimum specifications as required by Eskom. The result of the removal of the devolatilised 
No. 2 Seam from Coal Reserves, together with the fact that the road separating the VG4 and VG6 pits will not be diverted, meant that 
the opencast option is not viable for most of the WRB. 

Mining of the No. 4 Seam underground was analysed as an alternative for the WRB. Information obtained from the last two drill 
campaigns included geotechnical work and rock engineering work related to underground mining of the No. 4 Seam. The planned 
underground was based on a minimum height of 2m and maximum mining height of 4.8m, targeting the No. 4 Seam select only as raw 
crush and screen ROM feed to Eskom. The underground design was based on rock engineering designs provided by Associated Rock 
Mechanics Services. 

Figure 10. Vanggatfontein reserves plan 31 March 2022

ROM modifying factors – opencast 
The mining model applied the same cut-offs as indicated for 
resources. For opencast, a 0.5m minimum seam thickness was 
applied. On raw qualities (adb), of maximum ash of 50% and 
dry ash-free volatile minimum 20% on a localised low-quality 
area basis.

From a layout perspective, the resource boundaries were used 
as a maximum limit. Wetland buffer zones, road and Transnet 
pipeline servitudes were excluded.

Survey mined-out areas were excluded from reserves.

For the ROM (arb) calculation, 4% contamination and 4% 
additional surface moisture were applied. For 5 Seam a total loss 
of 15%, 4 Seam a total loss of 12% and on 2 Seam a total loss of 
18% were applied together with the contamination and moisture 
adjustments for the ROM calculation in the estimates.

ROM modifying factors – underground 
The mining model for underground No. 4L Seam applied a 
minimum of 2m seam thickness with a maximum seam height 
of 4.8m. On a raw quality (adb), the maximum ash 50% and 
minimum volatile matter 18% was applied. For underground, a 
barrier pillar was left between the opencast and underground 
areas, a 100m servitude was maintained to the public road and 
the feasible area under the south-western wetland was included 
as reserves based on the supporting documentation provided 
about WUL imminent approvals.

A 10% total loss was applied to the in-panel tonnages within the 
2m to 4.8m thickness range. Due to the thickness of the 4L and 
4U, no floor contamination was added to the model.

Future work
• Establish VG4 soft and 5 OB benches again to allow for 

acceptable work in progress levels for a productive and safe 
operation;

• Establish soft benches at VG5 to move closer to a steady-
state operation;

• Project work required (including drilling and coal sampling) at 
VG7 for a small UG section, accessed from the VG3 highwall;

• Update the VG5 model with the wirelined pre-split boreholes 
in order to better predict the dolerites;

• Finalise the VG6 underground implementation plan;

• Recorrelation of the S2 and S4 at VG4 to better reflect the 
mining practices (removing parting material as is currently 
practised during mining); and

• A robust life of mine process should be formalised and 
implemented in order to meet the minimum SAMREC and 
SANS requirements. 

Environmental management and closure 
funding 
An assessment update of the current rehabilitation liability 
based on the DMRE guidelines was made by Mr Jaco Kleynhans 
dated April 2022. It amounts to R211 million including VAT, 
a decrease of R14 million. on a comparative basis from the 2021 
assessment. On investigation, it became evident that the auditor 
requested a full compliant calculation with regard to voids and 
water management. The Environmental Assessment Practitioner  
then applied the factors as prescribed by the regulations that 
resulted in the decrease of R14 million. 

The volume-based assessment (a more realistic assessment 
based on the current work required for mine closure) for 
Vanggatfontein is R1 129.0 million, compared to the DMRE 
guideline assessment for March 2022, resulting in an indicative 
shortfall of R918.3 million. Keaton Mining Proprietary 
Limited has a financial guarantee in place to provide for the 
current closure liability quantum for Vanggatfontein in the 
event of unscheduled closure. The guarantee is provided by 
Centriq Insurance Innovation and is valued at R225 million 
as at May 2022, with an investment balance of R48 million. 
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Risks 
Table 19 below details the identified risks at Vanggatfontein. 

Table 19. Vanggatfontein risks 

Type of risk Risk Mitigation Level of risk

Operational – safety Accident and injury due 
to the pits not being in 
a steady state

Intensify focus on design 
and mining sequence and 
adopt a timeous change 
management process 
until steady state

High

Loss of production VG5 and VG4 not in 
steady state

Develop the soft and 
hard benches on both the 
No. 4 and No. 5 Seams, 
respectively, to ensure 
sufficient work in progress 
that will provide flexibility 
for production and 
improve safety

High 

Offtake agreements  
and contracts

No life of mine contract/ 
agreement finalised 

Exploit export and inland 
markets while the Eskom 
contract renewal process 
is in progress

High

Loss of production Delayed ramp-up of 
production post care 
and maintenance due to 
operator recruitment and 
appointment of relevant 
subcontractors to 
commence operations

The mine must finalise 
their mining equipment 
strategy and relevant 
processes as soon as 
possible

High

Resources – coal 
recovery risk due to 
insufficient structural 
planning

No updated/ongoing 
structural planning as 
intersected dolerites 
are not surveyed and 
therefore not updated 
in the geological model. 
The risk is that the 
resources and reserves 
may be overestimated

Surveying the location of 
all dolerite contacts and 
any structures should 
be included in the scope 
of the surveyor. This 
information should be 
included in the geological 
model for planning 
purposes

Low

Life of mine process Requires further detail to 
ensure auditability and 
accurate evaluation of 
economic viability

Establish and execute 
a robust life of mine 
process, aligned with 
SAMREC and SANS 
guidelines

High

Closure funding Proving funding for 
closure in five years’ time, 
in the order of R1 billion. 

The mine must 
improve on concurrent 
rehabilitation to reduce 
the closure risk and put 
mechanisms in place to 
provide for final closure 
funding

High

Moabsvelden Colliery
Moabsvelden is Salungano’s most recent commissioned colliery situated in the Witbank Coalfield of South Africa. It will leverage 
synergies with the neighbouring Vanggatfontein approximately 5km to the south along the district road. Moabsvelden ROM will be 
processed through a dedicated coal handling and processing plant to be constructed on the WRB. This processing facility will also 
process the planned future production from the Vanggatfontein Extension. In the interim, Moabsvelden utilises spare plant capacity at 
Vanggatfontein to process some of the low-quality seams to enable the mine to provide required specification coal to its Eskom clients.

Figure 11 details the location of Moabsvelden; approximately 55km south-west of Emalahleni and approximately 77km east of 
Johannesburg. More specifically, it is located approximately 11km south-east of the town of Delmas in the Mpumalanga province of 
South Africa, at 26.15166S, 28.81833E.

Figure 11. Moabsvelden locality map

On 23 April 2013, the Moabsvelden prospecting right (No. F 2008/07/14/006) was successfully converted into an 18-year Mining Right 
(No. 10025 MR) when it was issued in the name of Neosho Trading 86 Proprietary Limited (registration no: 2008/010470/07). The Mining 
Right (MP 30/5/1/2/2/10025 MR) covers an area of 249.4ha and was issued in terms of section 23(1) of the MPRDA with an effective date 
of 16 October 2013, expiring on 15 October 2031.
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Local geology
Locally, three coal seams are developed across the licence area 
– namely the No. 5 Seam, No. 4 Seam and the No. 2 Seam. The 
No. 2 and No. 4 Seams are the primary economic targets, with 
the addition of the No. 5 Seam where the thickness, quality and 
continuity allow. The No. 3 Seam is not developed at all. 

The No. 4 Seam is divided into the No. 4 Lower (4L) and 
No. 4 Upper (4U) Coal Seams, based on the presence of a 
mudstone parting, which is on average 0.4m thick. The 4U is 
the poorer portion of the seam and requires beneficiation to 
produce an Eskom product. The 4L is the better quality, lower 
portion of the seam and is suitable for crushing and screening to 
produce an Eskom product. The parting between the 4 Seam and 
the 2 Seam ranges from less than 0.5m in the north to almost 
10m in the south. It also changes in nature from a carbonaceous 
mudstone in the north, to a predominantly sandstone horizon 
in the south. 

As per the No. 4 Seam, the No. 2 Seam is also split into a 
No. 2 Upper (2U) and No. 2 Lower (2L) Seam when there is the 
presence of a mudstone parting. The 2P parting which separates 
the 2U from the 2L is on average 0.4m thick. The 2U is the poorer 
quality top portion of the seam and requires washing in order 
to make an Eskom product, whereas the 2L is the higher quality 
lower half of the seam and is suitable for crushing and screening 
to produce an Eskom product. There is a palaeo-high identified 
in the south-west of the licence area, and this has had a direct 
impact on the nature and quality of the coal seams. In close 
proximity to this basement high, both the No. 4 and No. 2 Seams 
display thinner seams with higher ash contents. 

Structure
Structurally notable is the presence of a transgressive sill along 
the western and northern extents of the mining footprint. The 
coal seams in these areas are uplifted by as much as 20m. At this 
point, it is difficult to determine whether the uplift is a direct 
result from actual faulting, or as a result from the intrusion of 
another (un-intersected) sill. The sill that is present is located 
above the coal seams and therefore cannot be responsible for 
the uplift. As such, a proposed fault was modelled in this area, 
with the assumption that the sill may have intruded along zones 
of weakness caused by the fault. Additional operational drilling 
will assist in further understanding the structure in this area. 

Coal Resources 
Currently, all seams present within the delineated opencast 
areas (strip ratio < 4bcm waste: tonne coal) are included for 
mining, namely the No. 5 Coal Seam, No. 4 Coal Seam and  
No. 2 Seam. The coal seams within the Moabsvelden area are 
defined as multiple seam type as per SANS 10320:2004. Coal 
Resources are declared for the No. 2, No. 4 and No. 5 Seams.

A 0.5m minimum seam thickness cut-off was applied to all 
seams except the 4UU, where a 0.4m cut-off was applied. On 
raw qualities (adb), an ash cut-off >45% on the 4L and 2L Seams 
(crush and screen) and 50% on the remainder of the seams 
destined for Dense Medium Separation coal processing was 
applied. A dry ash-free volatile content of < 27.5% was applied.

The Mining Right boundary less a 9m boundary buffer was used 
as maximum limitation. Coal under the defined wetland buffers 
was excluded.

Survey positions indicating mined-out areas as at 31 March 2022 
were excluded.

For resource categories, the geological losses applied were 13% 
(Measured), 17% (Indicated) and 20% (Inferred).

The Coal Resource extent for Moabsvelden Colliery is 
represented by the No. 2L Seam as included as Figure 12 as 
follows. The extent covers the full area within the limitations 
set by licensing, permitting and servitude restrictions. 

Figure 12. Moabsvelden No. 2L Seam resource extent

The Moabsvelden opencast Coal Resource estimates comprise 25.68mt (93%) measured and 1.99mt (7%) indicated Coal Resource 
estimates, for a total resource estimate of 27.67mt (MTIS). 

All Coal Resources are reported at 31 March 2022 and are inclusive of the Coal Reserves.
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Table 20. Moabsvelden resource estimate as at 31 March 2022

 Raw coal qualities (air-dried, uncontaminated)

Mining 
methodology 

 Resource
 category Seam

Area
ha

Thick-
ness 

m
 ARD 

g/cm3

 Geologic
at loss 

%
 MTIS

mt
 Ash 

%
 CV 

MJ/kg
 FC
%

 IM 
% 

 TS 
%

 VM 
%

Opencast Measured 

S5 0.82 160.00 1.73 13 2.27 40.67 16.44 32.21 4.41 1.15 22.72

4UU 26.15 0.54 1.61 13 0.23 32.64 20.31 35.94 2.95 3.10 28.49

4U 59.88 3.52 1.83 13 3.86 48.42 12.46 30.85 3.52 0.48 17.15

4L 88.17 4.67 1.57 13 6.45 26.20 21.02 46.96 4.19 1.05 22.60

2U 87.16 2.48 1.73 13 3.75 39.49 16.13 37.64 3.55 0.58 19.23

2L 101.62 5.65 1.59 13 9.13 29.59 20.37 44.26 3.76 0.89 22.36

Total measured 18.19 1.65 25.68 34.02 18.38 40.82 3.85 0.87 21.27

Opencast Indicated 

S5 5.81 1.55 1.73 17 0.16  40.78  16.48  32.72  4.37  1.15  22.13 

4UU – – – – – – – – – – –

4U 5.77 3.71 1.83 17 0.39  49.17  12.24  30.42  3.49  0.53  16.79 

4L 6.97 4.33 1.56 17 0.47  26.39  20.90  46.77  4.15  1.08  22.64 

2U 11.46 1.60 1.74 17 0.32  42.08  15.05  35.45  3.38  0.56  19.03 

2L 10.17 3.99 1.61 17 0.66  31.90  19.48  42.25  3.50  0.89  22.32 

Total indicated 3.44 1.67 1.99 36.31 17.45 39.17 3.70 0.83 20.77

Total Moabsvelden 
resources 17.13 1.65 27.67 34.18 18.31 40.70 3.84 0.87 21.23

All	coal	qualities	quoted	on	an	air-dried	basis	(“ADB”)
MTIS	–	mineable	tonnes	in	situ
CV	–	calorific	value	MJ/kg;	VM	–	volatile	matter	(%);	TS	–	total	sulphur	(%)
Thickness	–	greater	than	0.5m	for	opencast	estimates	
Raw	ash	content	greater	than	50%	excluded

Table 21. Moabsvelden resource reconciliation

Reconciliation March 2021 to March 2022 estimates

Coal resource estimate 
(ADB)

FY22 actual 
mining 

FY22 model 
calc mining

 
Mining 

loss/gain 

Model/
other change

loss/gain 

March 21
mt

March 22 
mt

Variance 
mt

ROM (AR)
mt

ROM (AD)
mt mt mt

Opencast total 30.65 27.67 (2.98) (1.83) (1.33) 0.50 (1.65)

5 Seam 2.59 2.42 (0.17) (0.07) (0.17) (0.10) (0.01)

4UU Seam 0.07 0.23 0.16 (0.09) –  0.09 0.16 

4U Seam 6.41 4.25 (2.16) (0.28) (0.37) (0.09) (1.80)

4L Seam 7.37 6.93 (0.45) (1.25) (0.45)  0.80 –

2U Seam 4.18 4.06 (0.11) – (0.10) (0.10) (0.01)

2L Seam 10.03 9.78 (0.25) (0.13) (0.24) (0.11) –

The coal reconciliation in Table 21 indicates that 1.83mt of coal was mined at Moabsvelden over FY22, however, from the face positions 
provided by the survey team, the model estimated that only 1.33mt of coal was mined. Analysing the mining loss/gains on a per seam 
basis, it is evident that there is a massive gain (0.8mt) on the No. 4 Lower Seam. At this stage, it can only be assumed that due to the 
difficulty in differentiating between the different coal seams, during mining of the No. 4 Seam, mining went down into the No. 2 Seam 
below. This will become evident in future reconciliations. 

The other major reconciliation points are on the No. 4UU and No. 4 Upper Coal Seams. Due to a slight change in the thickness cut-off 
(0.5m to 0.4m), the No. 4UU Seam increased from 0.7mt to 0.23mt, an addition of 0.16mt. The No. 4 Upper Seam resource estimate 
was decreased by 1.8mt by adding an ash cut-off of 50%. The previous estimate had a cut-off of 65% applied, however, this was reduced 
to 50% to align more closely with the reserve process. 

Coal Reserves 
Moabsvelden is designed as an opencast mine that will leverage synergies with the existing adjacent Vanggatfontein operation. It will 
employ the rollover methodology after the initial box cut, similar to the adjacent Vanggatfontein. No further changes were applied 
to the geological model during the update on the Moabsvelden Coal Resources which underpinned the update to the Coal Reserves in 
accordance with the SAMREC Code as at 31 March 2021 by Miptec. Mining commenced in FY21, with 0.19mt of No. 4 Seam coal extracted 
in the western ramp area, in preparation to commence on the main east-west box cut. The current Coal Reserve statement is presented 
in Table 22, and the plan is shown in Figure 13.

Table 22. Moabsvelden reserve estimate 31 March 2022

(100% Salungano attributable)

Project
Reserve
category Seam

MTIS (AD)
mt

ROM (AR)
mt

Saleable
(AR)
mt

Yield 
%

CV (AD)
MJ/kg

Ash (AD)
%

Vol (AD)
%

TS (AD)
%

M
oa

bs
ve

ld
en

 
Co

lli
er

y

Pr
ov

en

S5  2.35  2.40  1.93 80  19.03  34.38  24.65  0.93 

S4UU  0.37  0.37  0.37 99  20.95  30.94  28.64  2.99 

S4U  2.94  3.01  1.14 38  19.00  32.18  19.43  0.54 

S4L  6.68  6.83  6.83 100  20.91  26.29  22.63  1.06 

S2U  3.54  3.62  2.43 67  19.00  32.03  20.37  0.45 

S2L  8.41  8.60  8.60 100  20.22  29.74  22.52  0.83 

Total  24.29  24.84  21.30 86  20.14  29.47  22.44  0.89 

100% basis MINE  24.29  24.84  21.30 86  20.14  29.47  22.44  0.89 

Table 23. Moabsvelden Mine reconciliation

Moabsvelden reserve reconciliation opencast

Date/period Seam 5 Seam 4UU Seam 4U Seam 4L Seam 2U Seam 2L Total

31 March 2021  2.75  0.49  3.65  8.04  4.07  9.72  28.72 

31 March 2022  2.40  0.37  3.01  6.83  3.62  8.60  24.84 

Net change  (0.35)  (0.11)  (0.64)  (1.22)  (0.45)  (1.12)  (3.88)

Mining depletion  0.07  0.09  0.28  1.25 –  0.13  1.83 

Net loss/gain  (0.28)  (0.02)  (0.36)  0.04  (0.98)  (2.06)

Table 23 details the reserve reconciliation for Moabsvelden. An overall loss of 2.06mt is indicated. The loss is attributed to the fact 
that the end-wall off-sets from the power line on the east were increased to allow light and heavy equipment access. As this area will 
be sterilised over the life of mine with no economical methodology to recover at the end of the life, it was removed from reserves. 
The gains on the No. 4 Seam can only be attributed to the fact that it is difficult to distinguish between seams and that a portion of 
the No. 2 Seam was removed with the No. 4 Seam on a larger footprint. This could mean that the No. 2 Seam estimation is slightly 
overstated.
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Table 24 shows the reserve history for Moabsvelden for the previous two reporting periods. The change in estimates is explained in the 
coal reconciliation as shown in Table 23.

Table 24. Moabsvelden reserve history

Date
MTIS (AD)

mt
ROM (AR)

mt

Saleable
(AR)
mt

Yield
%

CV
MJ/kg

Ash (AD)
%

VOL (AD)
%

TS (AD)
%

FY2020 28.38 29.01 24.47 84 20.18 29.32 22.47 0.90

FY2021 28.09 28.72 24.49 85 20.15 29.41 22.46 0.90

FY2022 24.29 24.84 21.30 86 20.14 29.47 22.44 0.89

Figure 13. Moabsvelden reserves as at 31 March 2022

Figure 13 shows a plan of the remaining reserves on the No. 2L Seam where mining has commenced, indicating the Coal Reserves 
removed along the eastern periphery due to the location of the power line and the requirements for access. 

Modifying factors 
The mineable Coal Resources on Moabsvelden were limited largely by the extent of the buffer zone surrounding the wetland in the 
north of the Moabsvelden licence area. Planning has been based on a 150m buffer between the nearest workings and the wetland 
delineation, informed by the conditions set out in the WUL. Coal cut-offs of a 0.5m seam thickness, 24% Dry ash free volatiles 
(“DAF Volatiles”)  except for 4U and 2U Seams, which have a 20% DAF Volatiles cut-off applied as these seams will be washed. 
Total losses of 15%, 3% contamination and 4% additional moisture for the as received calculation were applied. 

Marketing
The integration of Moabsvelden into the Vanggatfontein Complex has been designed to take advantage of existing management and 
infrastructure, as well as to supply existing consumer segments. The No. 5 Seam, No. 4U Seam and No. 2U Seams will be selectively 
processed in a dense medium processing plant with the remainder of the ROM only crushed and screened after which the two products 
will be blended and send to the client. ROM will be processed at a planned new processing facility to be constructed on the WRB at 
Vanggatfontein.

Salungano has an agreement to produce a low-quality Eskom product with an indicator calorific value of 18.8MJ/kg, a volatile matter 
content of 19% and an ash percentage not exceeding 35%. 

Future work
• Update the structural geological model with the pre-split wireline logs, and subsequent updating of the mining models;

• Plan and secure additional out of pit dumping space from neighbours; 

• Finalise processing plant designs and capacity – construction;

• A review of the scheduling model and associated processes, to ensure valid input information to the financial models; and

• A robust life of mine process should be formalised and implemented in order to meet the minimum SAMREC and SANS requirements.

Environmental
Mining activities have progressed, the initial box cut is almost completed and work is underway to set the mine up for steady-state 
operation. An assessment update of the current Moabsvelden rehabilitation liability based on the DMRE guidelines was made by 
Mr Jaco Kleynhans dated April 2022. It amounts to R57.0 million including VAT, an increase of R15.3 million from FY21.

The volume-based assessment for Moabsvelden as compared to the DMRE guideline assessment for April 2022 shows an indicative 
shortfall of R184.2 million. 

Neosho Trading 86 Proprietary Limited has a financial guarantee in place to provide for the current closure liability quantum for 
Moabsvelden in the event of unscheduled closure. The guarantee is provided by Centriq Insurance Innovation and is valued at 
R42 million as at May 2022, with an investment balance of R7 million. Moabsvelden has an indicated life remaining of nine years.
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Risks 

Type of risk Risk Mitigation Level of risk

Dolerite/faults Loss of resources Update the geological 
model with additional 
structural information 
from drilling and wireline 
logging, as well as survey 
information where the 
structures are surveyed 
in-pit.

Low/moderate

Out of pit dumping Space is limited, a 
portion of the reserves is 
overlain by waste dumps. 
Rehandling such dumps 
to access reserves will 
increase mining costs that 
are not currently part of 
the financial evaluation

Incorporate the 
rehandling of waste 
dumps in the life of mine 
and financial models

High

Life of mine mining 
models and process

Requires further detail to 
ensure auditability and 
accurate evaluation of 
economic viability

Establish and execute 
a robust life of mine 
process, aligned with 
SAMREC and SANS 
guidelines

High

Arnot Colliery
The Arnot Project comprises the Arnot coal Mining Right area which covers an area of approximately 16 400ha and the Strathrae 
underground coal mine (a section 102 application was submitted in the first quarter of 2014), which covers an area of approximately 
1 400ha. The Arnot Colliery, as referred to in the CPR, refers to that portion of the Arnot Project that was previously mined and is 
currently in the closure rehabilitation phase. 

The mine is located as indicated in Figure 14 about 43km east of Middelburg along the N4 highway, 65km from Carolina and 
approximately 25km from Hendrina and falls under the jurisdiction of the Steve Tshwete Municipality under the Nkangala District 
Municipality. It is located at roughly 2600’0” S, 29050’0” E.

Figure 14. Arnot Colliery

Figure 14: Arnot Colliery location map
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Salungano Group Limited, through Wescoal Mining Proprietary 
Limited, holds a 45% shareholding interest in Arnot OpCo 
Proprietary Limited.

The Mining Right (MP30/5/1/2/1/325MR), now under the 
name of Arnot OpCo Proprietary Limited, was executed on 
6 December 2012 and has an expiry of 5 December 2038. The 
section 11 has been granted with the approval of the 2013 
Consolidated Environmental Management Programme Report 
(“EMPr”) Amendment having been received from the DMRE. 
The section 102 Mining Right for Strathrae is still in process.

Further EMPr applications were submitted to the DMRE 
in September 2021 for the potential new TSF and this 
documentation is in process. 

The mine closure liability assessment in 2021 by Golder 
Associates evaluated the unscheduled closure liability as 
R1.26 billion (excluding VAT) for Arnot. This has been provisioned 
for through the transfer of a the Rehabilitation Trust from 
Exxaro (part of the purchase agreement), and an instalment 
plan by Eskom, and a top-up of new Arnot-related liability 
through financial guarantees. Several of the liability areas of the 
mine have now been closed as part of the programme to bring 
the unscheduled closure costing down (i.e. Shaft 8).

The Arnot Colliery has been producing thermal coal for 
more than 40 years, using various mining methods including 
underground bord and pillar as well as opencast operations 
(between 1971 and 2015), and shortwalling (between 1995 and 
2005). In the early years, the mine comprised a much larger 
resource base. Several changes during the history of the mine 
have reduced the area to the current Arnot Mining Right area 
(Sambo	and	van	der	Merwe,	2016).

Historical exploration and mining 
The Arnot Colliery was a tied colliery to Eskom’s Arnot Power 
Station, construction of which started in 1968. The generation 
unit went online in 1971 and the station was fully operational by 
1975. Between 1992 and 1997, three of its units were mothballed 
due to Eskom's surplus generating capacity, but they were 
brought back online in January 1997, November 1997 and 
December 1998, respectively. Arnot Colliery began producing 
coal for Eskom from the underground workings in May 1971, 
with the first surface opencast operations beginning in August 
of 1975.

At the time of the mine being put into care and maintenance, 
only underground areas were being exploited using continuous 
miners. Future opencast operations on the farms Mooifontein 
(various portions) as well as Grootlaagte were, however, being 
considered when the Arnot Colliery was placed on care and 
maintenance at the end of 2015.

Local geology 
No. 1 Seam
The S1 is consistently developed in the western half of the 
Arnot Project area, while in the eastern portion it only occurs as 
isolated patches. It is intersected at an average depth of more 
than 50m in the underground extents, rendering it not feasible 
for exploitation in these areas. It does occur at shallower 
depths of at least 23m in the opencast areas and remains a 
good prospect in these resource areas. It is, however, patchily 
distributed. Where present it is generally 1.2m thick and consists 
of a hard, good quality mixed bright and dull banded coal, an 
average in situ calorific value of 25 MJ/kg on an air-dried basis. 

The inter-seam parting between the S1 and S2 consists of a 
grey micaceous mudstone unit that is usually between 0.7m to 
1.5m in thickness, which increases up to 5m at the fringes of the 
S1 outcrop area. 

No. 2 Seam
The S2 is site-specifically subdivided into the Seam 2 Lower 
(“S2L”), Seam 2 Upper (“S2U”) and Seam 2A (“S2A”) marked by 
two intra-seam partings, namely parting P2 and P3, respectively. 
The S2L constitutes the majority of the Coal Resources in 
the Arnot area and consists of hard, dull to lustrous coal 
with several bright coal bands and occasional stone partings. 
It has a calorific value of between 22.83 to 23.80MJ/kg in the 
underground resource area and between 24.06-24.46 MJ/kg in 
the opencast resource area.

The S2L is continuous across the Arnot Project. The depth to the 
top of the S2L depends largely on local surface topography and 
reaches a maximum depth of 80m along the eastern boundary 
of the project area, pinching and thinning out in the eastern 
parts of the mining section due to local, pre-Karoo basement 
palaeo-highs. 

No. 4 Seam
The S4 occurs erratically across the lease area with an average 
thickness of 0.7m. The seam is often split by internal clastic 
partings into Seam 4 Lower (“S4L”) and Seam 4 Upper (“S4U”). 
The No. 4 Seam is overlain by interlaminated units of siltstone 
and shale with the S5 sporadically developed in areas. Neither 
the S4 nor S5 are included in the Coal Resource estimates.

Structure and intrusions
A well-developed dolerite sill is present some 15m to 20m above 
the S2L in the topographically elevated areas in the south-eastern 
portion of the Arnot Project area. This sill is between 5m to 40m 
thick, with an average of approximately. 11m, and has resulted 
in devolatilisation and minor resource loss where the volatile 
matter dropped below 18%. Feeder dykes are expected to occur 
in the vicinity of the sill. A number of dolerite dykes are also 
known to have intruded the Karoo Supergroup succession in the 
area, with six dykes having been intersected in the underground 
workings to date. The dykes often lack magnetic signature and 
are not responsive to geophysical methods of detection.

Faults with displacement in excess of 2.5m are rare and to 
date only six have been encountered in the underground 
mine (Sambo and van der Merwe, 2015). A high density of 
compactional structures (i.e. slips and faults), however, occur in 
zones adjacent to pre-Karoo palaeo-highs. Similar features are 
observed on the flanks of relatively large floor rolls, scour and 
dome structures. The aforementioned geological structures have 
an adverse effect on underground coal mine roof and strata-
stability as they manifest into roof and side falls, caving of the 
roof and, more rarely, in subsidence of the ground surface.

Coal Resources 
Geological cut-offs on Limit of weathering, raw ash of maximum 
50% and dry ash-free volatiles of minimum 24% were applied 
in the model. Resources were estimated within the Mining 
Right boundary and also outside of any defined environmental 
restrictions.

Resources were split based on depth to seam roof. Opencast 
possible resources have a total depth of less than 25m to the 
seam roof, with possible underground resources exceeding the 
25m depth. The seam thickness for opencast is a minimum 
of 0.5m in thickness and underground has a minimum of 
1.8m thickness.

It is stated that for the purposes of establishing reasonable 
prospects for eventual economic extraction, that seam 
thickness, seam depth, potential mining method, surface 
infrastructure, natural man-made features and life of mine 
planning (“LOMP”) were referred to.

Figure 15 and Figure 16 illustrate the S1 and S2L resource areas, 
respectively.

Figure 15. Arnot S1 remaining resource areas after cut-off parameters applied (and updated to show the mined-out areas 
as at 31 March 2022 (MSA, 2022)
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Figure 16. Arnot S2L remaining resource areas after cut-off parameters applied and updated to show the mined-out areas 
as at 31 March 2022 (MSA, 2022)

Table 25. Arnot Seam 1 opencast resources (source MSA 2019 CPR); Salungano 45% attributable

Arnot S1 opencast tonnages and average raw qualities (31 March 2022)

Average raw coal qualities (air-dried basis)

Area
ha Seam

Average 
seam 

thick-
ness 

m

Average
depth

to roof
m

Vol-
ume 

m3

GTIS 
mt

Re-
source 

cate-
gory

Geol.
 loss 

%
TTIS 

mt RD
IM
%

Ash
%

VM 
%

FC 
%

CV 
MJ/kg

TS 
%

DAFVOL
%

Ar
no

t
OC

Total 63.64 S1 0.86 19.05 0.51 0.75 Measured 5 0.72 1.47 3.7 18.1 30.3 47.9 25.88 0.93 38.85

Total 185.93 S1 1.07 20.23 1.28 1.92 Indicated 10 1.73 1.50 3.4 20.2 30.2 46.2 24.72 0.99 39.64

Total 81.64 S1 1.07 17.50 0.84 1.33 Inferred 15 1.13 1.58 2.9 28.0 27.5 41.5 22.05 1.63 40.07

Total S1 2.63 4.00 3.57

Cut-off	parameters:	fresh	coal,	seam	thickness	>	0.5m,	raw	ash	<	50%,	dry	ash-free	volatile	matter	>	24%,	depth	to	seam	roof	<25m,	wetlands	are	excluded.

Table 26. Arnot Seam 2L opencast resources (source MSA 2019 CPR); Salungano 45% attributable

Arnot S2L opencast tonnages and average raw qualities (31 March 2022)

Average raw coal qualities (air-dried basis)

Area
ha Seam

Average
seam

thick-
ness

m

Average
depth

to roof
m

Vol-
ume

m3

GTIS
mt

Re-
source

cate-
gory

Geol.
loss 

%
TTIS 

mt RD
IM
%

Ash
%

VM
%

FC
%

CV
MJ/kg

TS
%

DAFVOL
%

Average
 strip
 ratio

Ar
no

t
O

C

Total 448.40 S2L 2.25 16.34 9.16 13.71 Measured 5 13.03 1.50 4.1 20.2 26.3 49.5 24.48 1.02 34.61 4.97

Total 362.65 S2L 2.64 17.07 8.77 13.18 Indicated 10 11.87 1.50 3.7 20.9 26.2 49.2 24.23 0.99 34.80 4.48

Total 230.33 S2L 2.41 15.37 5.22 7.72 Inferred 15 6.56 1.48 4.0 19.0 27.1 49.9 24.68 1.09 35.20 4.40

Total S2L 23.14 34.62 31.46

Cut-off	parameters:	fresh	coal,	seam	thickness	>	0.5m,	raw	ash	<	50%,	dry	ash-free	volatile	matter	>	24%,	depth	to	seam	roof	<	25m,	wetland	areas	excluded.

Table 27. Arnot Seam 2L underground resources updated by MSA to account for mining activities in the underground area 
of UG05; Salungano 45% attributable

Arnot S2L underground tonnages and average raw qualities (31 March 2022)

Average raw coal qualities (air-dried basis)

Area
ha Seam

Average
seam

thick-
ness

m

Average
depth

to roof
m

Vol-
ume

m3

GTIS
mt

Re-
source

cate-
gory

Geol.
loss

%
TTIS 

mt RD
IM
%

Ash
%

VM
%

FC
%

CV
MJ/kg

TS
%

DAFVOL
%

Average
 strip
 ratio

Ar
no

t
UG

Total 1 672.07 S2L 2.72 48.44 42.44 64.14 Measured 5 60.94 1.51 4.2 21.4 23.8 50.7 23.81 0.94 31.87 12.01

Total 1 621.07 S2L 2.67 50.98 40.66 62.30 Indicated 10 56.07 1.53 3.85 22.92 23.64 49.60 22.95 0.91 32.27 12.77

Total 1 217.13 S2L 2.62 44.92 29.76 45.06 Inferred 15 38.30 1.51 4.1 21.5 23.7 50.7 23.66 0.93 31.90 11.56

Total S2L 112.86 171.50 155.31

Cut-off	parameters:	fresh	coal,	seam	thickness	>	1.8m,	raw	ash	<	50%,	dry	ash-free	volatile	matter	>	24%,	depth	to	seam	roof	>	25m.
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Coal reconciliation
Recent Coal Resources have been declared by Exxaro since 2011 and two recent previous Coal Resource estimates exist for the area 
covered by the Arnot Project (Sambo, 2014; Sambo and van der Merwe, 2016). Comment is made in Sambo and van der Merwe (2016) for 
comparison between the two, and the discussion below therefore focuses on a comparison of the current resource statement with that 
of Sambo and van der Merwe (2016).

Comparison of the resource tonnages shows that Exxaro (Sambo and van der Merwe, 2016) declared a total resource of 224.04mt in the 
measured (138.5mt), indicated (64.25t) and inferred (21.29mt) categories, whereas the current estimates state a total resource tonnage 
of 190.37mt in the measured (74.71mt), indicated (69.67mt) and inferred (45.99mt) categories. This then equates to a decrease of some 
33.67mt of Coal Resources, and a change in confidence and support leading to a downgrading of measured and indicated areas to 
indicated and inferred. The overall loss may be accounted for in terms of a number of contributing elements, including: that the larger 
inferred resource tonnages are discounted by 15%, whereas Exxaro (Sambo and van der Merwe, 2016) used a standard 10%; that Exxaro 
made no exclusions for wetland and riverine areas; and that certain areas included in the 2015 Coal Resource statement by Exxaro have 
been shown not to have coal present.

Risks

Type of risk Risk Mitigation Level of risk

Geological Structural complexity - 
floor rolls, seam thinning, 
intra-seam partings, 
dolerite dykes and sills

Additional drilling Low-medium

Mining Structural complexity 
could stop production. 
Potential reduction in 
reserve base

Additional drilling Medium

Market/coal quality Localised areas of poor 
coal quality

Resource management 
and coal blending to 
achieve required quality

Medium

Geotechnical Shallow mining conditions 
(<40mbs) which may 
over time lead to surface 
subsidence

Surface and underground 
subsidence monitoring

High

Environmental The proximity of wetlands 
to both opencast and 
underground workings 
require buffer zones 
or restricted zones for 
mining. These zones 
need to be depicted on 
operational plans and 
may deplete resources 
and reserves

Rigorous life of 
mine process to be 
implemented and 
executed in advance of 
updating the CPR

High

Capital Due to the age of the 
operations (>50 years 
in areas), primary 
and secondary access 
infrastructure may 
require refurbishment 
and maintenance for 
extended life

Financial evaluation 
models to include 
comprehensive capital 
expenditure provisions

High

Sterkfontein Project
The Sterkfontein Project is situated in the Highveld Coalfield of South Africa. It extends over portions of 10 farms and covers a footprint 
measuring approximately 16km in a north-south direction, and approximately 9km in an east-west direction for a total area of 7 926ha. 
Exploration at Sterkfontein targets the No. 4 Lower (No. 4L) and No. 4 Upper (No. 4U) Seams of the Highveld Coalfield. It is planned for 
the Sterkfontein coal to be mined using an underground bord and pillar method with the use of continuous miners. The coal is intended 
to be processed using a double-stage circuit to produce a primary export thermal product and a middlings product for potential sale to 
Eskom. 

Figure 17 is a locality plan for Sterkfontein. The northern edge of Sterkfontein is located approximately 5km south-west of the town 
of Bethal (Figure ES 22) in the Mpumalanga province of South Africa, approximately 149km east-south-east of Johannesburg. The 
nearest main centre is the town of Ermelo, approximately 56km east of Bethal. It is located at 26 degrees 31 minutes South, 29 degrees 
24 minutes East (260  31’ S, 290  24’ E).

Figure 17. Sterkfontein locality map

Sterkfontein comprises five prospecting rights held in the names of Keaton Mining Proprietary Limited and Labohlano Trading 46 
Proprietary Limited. Most of these Prospecting Rights expired in 2017. Keaton timeously submitted two Mining Right applications during 
December 2017 together with a section 102 application to consolidate the rights when granted. Salungano awaits the DMRE’s response 
in this regard.
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Historical exploration
Prior to Keaton Energy Holdings Limited’s (“KEHL”) involvement, 
only four historical boreholes had been drilled on the 
Sterkfontein Project area. These was drilled by Anglo American 
Corporation (“AAC”) in 1969. Data for these boreholes were 
obtained from the Council for Geoscience (“CGS ”) and, 
although they all intersected coal, no information regarding the 
lithologies and coal qualities is currently available. Subsequent 
to AAC relinquishing its rights, no additional boreholes 
were drilled on the property prior to the KEHL exploration 
programmes.

With the acquisition of Labohlano in 2009, KEHL received data 
from an additional 25 boreholes from the contributing 1720PR 
properties. Two separate phases of exploration were undertaken 
by KEHL, the first between 2007 and 2008 and the second 
between 2009 and 2011. No further drilling has been conducted 
on the Sterkfontein properties since 2011.

No historical mining has taken place on any of the contributing 
properties associated with Sterkfontein.

Local geology 
The Sterkfontein Project area only hosts the No. 5 and 
No. 4 Seams with the No. 2 Seam represented only by a 
carbonaceous siltstone unit. 

No. 4 Seam
For exploration purposes, the No. 5 Seam forms a distinctive 
marker approximately 55m above the No. 4 Upper Seam. 
The No. 5 Seam is thin, mostly being less than 40cm over the 
property. It occurs in most of the holes drilled at a depth of 
between 130m and 175m.

The No. 4 Seam is a composite seam which is often split by 
a sandstone or siltstone parting, creating a No. 4 Upper and 
No. 4 Lower Seam. Typically, the quality of the No. 4 Lower 
Seam is better than that of the No. 4 Upper Seam and is the 
main seam present on the project area. The No. 4 Lower Seam 
ranges in thickness from a minimum of 0.18m to a maximum of 
4.50m with an average of 1.64m. Based on statistical analysis 
of the boreholes in the database, the No. 4 Upper Seam (where 
present) ranges in thickness from a minimum of 0.02m to a 
maximum of 2.24m, averaging 0.74m.

Two major dolerite sills have been identified on Sterkfontein 
which has an impact on the No. 4 Seam structure on the 
property.

Coal Resources
For the Coal Resource estimate, a minimum seam thickness of 
1.4m has been used as a minimum practical mining height of a 
Joy 14HM15 continuous miner and/or conventional drill and blast 
mining. No maximum mining height was applied as the seam 
maximum thickness is 4.5m. 

A minimum raw ash cut-off of 50% and 24% DAF Volatiles 
(to account for devolatilised coal as per the SANS 10320:2004 
guidelines has been applied to all estimated Coal Resources. In 
order to convert GTIS to TTIS, geological losses of 10% and 15% 
have been applied to account for unexpected projected losses 
due to dolerite intrusions, geological structure and geological 
complexity. No modelling error was applied. The application of 
a 1.4m mining height was used to estimate the MTIS.

Figure 18. Sterkfontein No. 4 Lower Seam resource classification

Table 28. Sterkfontein Project resource estimation as at 31 March 2022 (as per 2017 Venmyn CPR)

Coal resource estimate (MTIS) (AD) Raw coal quality (AD)

Inferred
mt

Indicated
mt

Measured
mt

Total
mt

CV
MJ/kg

Ash
%

VM
%

TS
%

Sterkfontein Project 
underground  40.64  50.29 –  90.93  19.86  31.32  25.66  1.33 

Block 3  –  50.29  –  50.29  20.79  29.31  26.13  1.42 

4U Seam  0.99  0.99  18.89  33.23  21.13  1.80 

4L Seam  49.30  49.30  20.83  29.23  26.23  1.41 

Block 2A  22.87  –  –  22.87  19.82  31.05  26.09  1.23 

4U Seam  0.12  0.12  20.68  28.48  25.93  1.59 

4L Seam  22.75  22.75  19.82  31.06  26.09  1.23 

Block 2B  10.65  –  –  10.65  18.95  33.30  24.61  1.50 

4U Seam  –

4L Seam  10.65  10.65  18.95  33.30  24.61  1.50 

Block 1  7.12  –  –  7.12  14.74  43.39  22.53  0.71 

4U Seam  –

4L Seam  7.12  7.12  14.74  43.39  22.53  0.71 
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Coal reconciliation
There is no Coal Resource reconciliation as the Coal Resource estimate has remained unchanged since 2016. 

Historical resource estimate
As part of the listing documents for admission of KEHL to the JSE, Coffey Mining compiled an independent CPR on the Sterkfontein 
Project (Dekker and van Wyk, 2008). It should be noted that at this time the Sterkfontein Project covered a significantly smaller area 
than it does currently. Three distinct resource areas were defined based on their geographic locations, borehole densities and geological 
understanding.

The total GTIS figure estimated for the three areas was 39.8mt, which with various geological losses provided allowed for TTIS figures of 
34.8mt. Cut-offs applied included a 1.4m seam height and 26% dry ash-free volatiles.

Following on the second phase of exploration drilling, and the acquisition of the additional borehole data concerning the Sterkfontein 
extension area, an additional CPR was completed (van Wyk, 2010). This report listed the Coal Resource at Sterkfontein as being some 
82mt (GTIS). Three resource areas were defined by seam width and drilling densities. All coal with a seam width of less than 1.4m was 
excluded from the model.

Coal Reserves
No Coal Reserves have been declared for Sterkfontein.

Coal market 
Salungano currently does not have an offtake agreement for saleable product at Sterkfontein but the coal quality lends itself to a 
product for both the export and domestic thermal markets.

Project risks

Type of risk Risk Mitigation Level of risk

Project risk The project data has not 
been assessed for seven 
years, particularly with 
respect to. the economics 
of the project

Review the project data as 
a whole for the upcoming 
CPR

High

Project risk The two Mining Right 
applications (December 
2017) together with a 
section 102 application to 
consolidate the rights has 
yet to be granted

Follow up with the 
relevant departments

High

Faults The displacement 
associated with the fault 
is unclear. There are 
numerous associated risks 
including operational, 
capital risks, etc.

Additional exploration 
(geophysics and drilling)

High

Economic/technical Depth of seam – increased 
product costs

Market studies need 
to show that there is a 
market for this product 

High

Leeuw Braakfontein Colliery
LBC is an advanced-stage exploration property situated within the Klip River Coalfield in South Africa. It extends over portions of 
three farms and covers a total area of 1 951.66ha. LBC targets the Top and Bottom Seams of the Klip River Coalfield. It is planned for 
the LBC coal to be mined using predominantly underground mining methods, making use of the bord and pillar mining method, with 
the use of continuous miners. Shallow coal on the flanks of the Coal Resource area have the potential to be extracted using opencast 
methods. The coal is planned to be processed using a double-stage process targeting a primary export thermal product and a middlings 
product for potential sale to Eskom. Salungano is in the process of re-evaluating LBC, and plan on drilling some additional boreholes 
during FY23. 

Figure 19 shows the locality of LBC, which is approximately 10km east-south-east of the town of Newcastle in the KwaZulu-Natal 
province of South Africa. The project is situated approximately 30km south-west of Utrecht, approximately 80km south of Volksrust, 
approximately 120km west of Vryheid and approximately 60km north of the coal mining town of Dundee. It is located at 26.2047S, 
28.8325E.

Figure 19. LBC locality map
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LBC is 100% owned by Salungano and comprises a single Mining 
Right (KZN 30/5/1/2/2/143 MR) issued to LBC. Venmyn Deloitte 
has reviewed a copy of this Mining Right. The Mining Right was 
executed on 29 August 2007 and unless cancelled or suspended 
in terms of clause 13 of the Mining Right, or section 47 of the 
MPRDA, will continue in force for a period of 30 years, ending on 
28 August 2037.

LBC holds an approved EMP (dated 29 August 2007) and Mining 
Right (No. KZN 30/5/1/2/2/143 MR), which were awarded on 
29 August 2007. This Mining Right will continue in force for a 
period of 30 years. However, operations at LBC have not yet 
recommenced since the first box cut excavation in 2008. An EMP 
amendment will have to be conducted should Salungano plan to 
proceed with activities.

Salungano does not have an Environmental Authorisation 
at this stage. The EMP amendment process will have to run 
concurrently with the National Environmental Management 
Act environmental impact assessment in line with the One 
Environmental System through the DMRE. 

The current financial closure liability associated with LBC is 
R4.1 million.

Project history
Electronic data obtained from the CGS shows that Braakfontein 
was historically explored with 1 486.33m drilled in 1951 and 
1,254.86m drilled in 1956 on the contributing properties, 
respectively. CCIC Coal, which managed the recent exploration 
on Braakfontein, compared the borehole collars in the 
CGS dataset against historical plan maps obtained from 
Mr Dave Thompson of DWT Consulting and confirmed their 
locations.

Details regarding drilling undertaken by Anglo Coal between 
1989 and 1996 were obtained from the February 2001 Anglo Coal 
information memorandum. The information memorandum, 
which was used as part of the sale of the Anglo Coal 
KwaZulu-Natal Holdings portfolio, included particulars about 
Braakfontein containing details about the 105 holes of 65.0mm 
diameter size vertical diamond boreholes that were drilled in the 
so-called then “Braakfontein Block”, most of which is included in 
the current Braakfontein Project area.

During the Anglo Coal exploration, borehole logs were captured 
in the field by the relevant geologists and then drafted into 
typed large format hard copy logs, which were signed off by the 
chief geologist of the day. All of the Anglo Coal boreholes drilled 
during 1996 on Braakfontein document Mr K Chetty as the 
logger and sampler. The Anglo Coal borehole logs contain data 
as to borehole lithological column, coal logs, recoveries and 

sample widths, sample number and analysis as well as listing 
the drilling company, the drilled date, the core diameter, the 
logger and sampler and coal laboratory. Samples were taken of 
coal seams only with a single sample for the Bottom Seam and 
up to two samples for the Top Seam, split into an upper select 
and a lower non-select with parting. During 1989 to 1990, Anglo 
Coal used Richlab for analysis. Notes on the Anglo Coal logs 
show that the 1996 boreholes were all analysed internally at the 
Anglo Coal Laboratories.

LBC was awarded the Mining Right in 2007 and in 2008 
excavated an 80m x 80m x 3m box cut. No subsequent work to 
the box cut excavation took place. KEHL took ownership in 2012. 
Between 2012 and 2014, a total of 17 diamond and 33 percussion 
holes were drilled. Mindset Mining Consultants Proprietary 
Limited, were contracted in 2014 to compile a feasibility of the 
project, however, this was not completed. 

No additional mining or exploration has taken place since 2008 
and 2014, respectively. 

Local geology
Braakfontein hosts the complete succession of coal seams as 
previously documented for the northern Klip River Coalfield, 
from the base up, namely the Extra Bottom Seam, Bottom 
Seam, Top Seam, Marker Seam and the Fritz Seam. The target 
coal at Braakfontein may therefore be defined as multiple seam 
type as per SANS 10320:2004. Neither the Extra Bottom, nor 
Fritz and Marker Seams, are considered economic; the Extra 
Bottom because of its variable thickness and qualities, and the 
Marker Seam due to its thin nature, usually being less than 
0.2m thick.

Top Seam sequence 
The Top Seam is a composite seam that is composed of up to 
three individual units previously referred to as the Top Lower 
Seam (0.45m to 0.95m thin banded, mixed, mainly bright coal), 
Top Seam Parting (0.6m to 1.3m siltstone to sandstone parting) 
and Top Upper Seam (0.6m to 1.3m dull to dull lustrous coal). 
The full sequence thickness ranges from a minimum of 0.10m to 
a maximum of 3.09m, averaging 2.18m. The Top Seam is thicker 
in the centre of the resource, displaying a downthrown centre. 
Over most of the Coal Resource area the immediate roof to the 
Top Seam is formed by a fine- to medium- grained sandstone 
with carbonaceous laminae, which forms a poor roof. The depth 
to roof contours for the Top Seam show that mining depths will 
change from the sub-crop and high wall in the west down to 
over 140m. The Top Seam is deeper in the centre of the resource. 
For exploration purposes, the Marker Seam forms a distinctive 
seam approximately 12m above the Top Seam.

Bottom Seam sequence
The Bottom Seam is a composite seam, which often has at its 
base an inferior coal ply or carbonaceous mudstone or siltstone. 
Based on statistical analysis of the drillholes in the database, 
it may be shown to range in thickness from a minimum of 
0.14m to a maximum of 3.36m with an average of 1.32m. The 
Bottom Seam is thicker in the centre of the Coal Resource. Coal 
lithologies also vary through the seam, but are mainly mixed, 
thinly banded coal. At Braakfontein, the floor to the Bottom 
Seam is composed of fine-grained sandstone, which grades into 
carbonaceous siltstone elsewhere. Overall, this floor is more 
carbonaceous than that associated with the Top Seam and is 
expected to be only moderately competent. The immediate 
roof to the Bottom Seam occurs at depths from sub-crop to 
over 150m and is formed by a well-cemented coarse-grained 
sandstone (previously referred to as the Gus Sandstone in the 
Anglo Coal (2001) report) that should form a competent roof. 
The parting between the Top and Bottom Seams at Braakfontein 
ranges between 7m and 14m, with an on average 12m thickness. 
The parting consists of white massive coarse- to medium-
grained sandstone and siltstone.

Structure
The Braakfontein Coal Resource is structurally complex. The 
Coal Resource forms a syncline, with a north to south trending 
central axis. The Top and Bottom Seams sub-outcrop on both 
the eastern and western flanks of the resource. The syncline 
closes towards the north of the resource. The coal seams 
within the syncline dip at 5° to 9° towards the fringes. Two 
major dolerite sills have been identified on Braakfontein that 
have an impact on the Coal Resources, these being the Ingogo 
and No. 10 dolerite sills, which cause the deposit to be rather 
structurally complex. The intrusions were intersected in a 
number of drillholes varying in thickness from 0.02m to 59.0m. 
The presence of dominant north to south faults on Braakfontein 
has been confirmed with drilling. The faults have resulted in a 
horst-graben structure that has downthrown the centre of the 
project area with displacement ranging from approximately 10m 
to 45m. The faulting appears to be less steep towards the east 
of the project and gradients range from approximately 7° to 11° 
away from the central downthrown fault block.

The depths of the Top and Bottom Seams vary across 
Braakfontein due to faulting, and the synclinal structure of 
the coal seam stratigraphy, ranging from approximately 5m in 
the east and west to 200m in the centre. As well as dominant 
north to south faulting, east to west faults have also been 
interpreted on the project. A secondary set of fault traces may 
exist on Braakfontein but rather in a north-east to south-west 
orientation and additional drilling and geotechnical work will 
verify this.

Coal resource classification
The coal seams at LBC are of the multiple seam coal deposit-
type, defined in SANS 10320:2020 as	“characterised	by	a	discrete	
number	of	coal	seams,	typically	between	0.5	and	7.0m	in	thickness,	
separated	by	interburden	units	with	a	thickness	that	generally	
significantly	exceeds	the	thickness	of	the	individual	coal	seams”. 
The resource classification is based on the geological knowledge 
of the deposit, including that gained from mapping, remote 
sensing, geophysics and drilling.

Cut-offs applied
For the Coal Resource estimate, a minimum seam thickness of 
1.4m has been used as a minimum practical mining height of a 
Joy 14HM15 continuous miner and/or conventional drill and blast 
mining. A minimum seam thickness of >0.5m was used for the 
opencast resources, and a strip ratio of <6:1 was applied. 

A minimum cut-off of 50% ash and 24% DAF Volatiles 
(to account for devolatilised coal as per the SANS 10320:2004 
guidelines) has been applied to all estimated Coal Resources. 
In order to convert GTIS to TTIS, geological losses of 20% have 
been applied to account for unexpected projected losses due 
to dolerite intrusions, geological structure and geological 
complexity. No modelling error was applied. The application of 
a 1.4m mining height was used to estimate the MTIS.

Figure 19 indicates the resource areas after the cut-offs have 
been applied. 
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Figure 20. LBC resource classification (Source: Venmyn Deloitte CPR 2017) Coal Resources 
The Coal Resource estimates for LBC were most recently compiled by Dr EA Schneiderhan of CCIC Coal and included in the 
31 January 2017 CPR compiled by Venmyn Deloitte entitled “Independent Competent Persons Report on the Coal Assets of Keaton 
Energy Holdings Limited”. As no recent work has been conducted on the LBC Project, the Coal Resource estimates contained in this 
report are as per the 2017 Venmyn Deloitte CPR. Permission has been obtained from Venmyn to replicate the 2017 resource estimation 
in this report. 

Table 29. LBC resource estimate 31 March 2022 (no change from Venmyn 2017)

Coal resource estimate (MTIS) (AD) Raw coal quality (AD)

Inferred
mt

Indicated
mt

Measured
mt

Total
mt

CV
MJ/kg

Ash
%

VM
%

TS
%

Leeuw Braakfontein 
Project  –  60.06  –  60.06  23.01  28.74  22.34  1.62 

Top Seam opencast  –  6.90  –  6.90  21.96  31.21  20.76  1.95 

Braakfontein 4278  4.65  4.65  21.53  31.52  21.11  1.85 

Madadeni 5961  0.37  0.37  22.96  30.02  21.29  2.13 

Drycut 8198  1.89  1.89  22.83  30.69  19.81  2.17 

Top Seam underground  –  29.73  –  29.73  22.86  29.56  22.17  1.86 

Braakfontein 4278  24.61  24.61  22.87  29.57  22.29  1.81 

Madadeni 5961  3.38  3.38  22.66  29.99  21.21  2.04 

Drycut 8198  1.75  1.75  23.15  28.57  22.29  2.14 

Bottom Seam opencast  –  4.53  –  4.53  23.15  28.00  22.68  1.28 

Braakfontein 4278  3.01  3.01  23.19  27.30  23.86  1.40 

Madadeni 5961  0.49  0.49  21.83  32.16  21.45  1.17 

Drycut 8198  1.04  1.04  23.68  28.07  19.82  1.00 

Bottom Seam 
underground  –  18.90  –  18.90  23.59  26.73  23.12  1.22 

Braakfontein 4278  15.00  15.00  23.59  26.60  23.43  1.23 

Madadeni 5961  2.78  2.78  23.51  27.15  22.21  1.31 

Drycut 8198  1.12  1.12  23.84  27.36  21.22  0.92 

Coal reconciliation
There is no Coal Resource reconciliation as the Coal Resource estimate has remained unchanged since 2016. 

Coal Reserves
No Coal Reserves have been declared for LBC.

Coal market 
Salungano currently does not have an offtake agreement for saleable product at LBC but the coal quality lends itself to a product for 
both the export and domestic thermal markets.

Resources and Reserves summary | continued



Integrated annual report for the year ended 31 March 2022 Salungano Group Limited 141Integrated annual report for the year ended 31 March 2022Salungano Group Limited140

Resources and Reserves summary

Project risks

Type of risk Risk Mitigation Level of risk

Project risk The project data has not 
been assessed for six 
years, particularly with 
respect to. the economics 
of the project

Review the project data as 
a whole for the upcoming 
CPR

Low

Technical Multiple north-south 
trending faults (with 
throws up to 45 m) 
could have an impact on 
resources, operations, 
capital costs, etc.

Additional exploration 
(geophysics and drilling)

Medium

Technical Elevated sulphur content 
of the Top Seam

This aspect will require a 
clear market strategy as 
the product sulphur will 
exceed 1.3%

Moderate risk

Environmental The proximity of the 
Ngagane River to the 
west of the project will 
necessitate tight surface 
and groundwater control

The mining activities and 
groundwater controls will 
be carefully managed to 
ensure that no impact at 
the Ngagane River takes 
place during and after 
mine closure

Moderate risk

Conclusion 
It is the CP’s opinion that in the case of all operating assets, that the life of mine processes as applied are totally lacking structure 
and required adherence to the guidelines provided in the SAMREC and SANS Codes. The schedules provided by Salungano to Miptec 
constitute the only basis representing a life of mine, have no supporting information and documentation. It was therefore extremely 
difficult to audit the process.

Miptec has adopted a parallel process that constitutes full mining models for each of the operating assets excluding Arnot Colliery, 
through which the reserve estimates can be determined based on applying the modifying factors as stated in the individual sections of 
the report.

As part of the life of mine schedule review process, the schedules as provided by Salungano were compared to the reserves from the 
Miptec models, and any discrepancies flagged. Considering the discrepancies noted, it is suggested that the financial model is reviewed, 
and updated as soon as the life of mine schedules have been amended.

It must be noted that this report is not a CPR, but, as stated and requested by the client, a Resource and Reserve update which meets 
the JSE requirements and partial SAMREC requirements.

Following on from the findings during this update process, Miptec strongly recommends a comprehensive and robust life of mine 
procedure is put in place for all operating assets as soon as possible. Issues identified under the future work and risk sections should be 
addressed appropriately and timeously.

Consolidated 
annual financial 

statements
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The directors are required in terms of the Companies Act, 
to maintain adequate accounting records and are responsible for 
the content and integrity of the consolidated annual financial 
statements and related financial information included in this 
report. It is their responsibility to ensure that the consolidated 
annual financial statements fairly present the state of affairs 
of the group as at the end of the financial year and the results 
of its operations and cash flows for the period then ended, in 
conformity with International Financial Reporting Standards 
(“IFRS”). The external auditor is engaged to express an 
independent opinion on the consolidated and separate annual 
financial statements.

The consolidated and separate annual financial statements are 
prepared in accordance with IFRS and are based on appropriate 
accounting policies consistently applied and supported by 
reasonable and prudent judgements and estimates.

The directors acknowledge that they are ultimately responsible 
for the system of internal financial control established by the 
group and place considerable importance on maintaining a 
strong control environment to enable the directors to meet 
these responsibilities. The board sets standards for internal 
control aimed at reducing the risk of error or loss in a cost- 
effective manner. The standards include the proper delegation 
of responsibilities within a clearly defined framework, 
effective accounting procedures and adequate segregation 
of duties to ensure an acceptable level of risk. These controls 
are monitored throughout the group and all employees are 
required to maintain the highest ethical standards in ensuring 
that the group’s business is conducted in a manner that, in all 
reasonable circumstances, is above reproach. The focus of risk 
management in the group is on identifying, assessing, managing 
and monitoring all known forms of risk across the group. While 
operating risk cannot be fully eliminated, the group endeavours 
to minimise it by ensuring that appropriate infrastructure, 
controls, systems and ethical behaviour are applied and 
managed within predetermined procedures and constraints.

The directors are of the opinion, based on the information 
and explanations given by management, that the system of 
internal control provides reasonable assurance that the financial 
records may be relied on for the preparation of the consolidated 
annual financial statements. Any system of internal financial 
control, however, can provide only reasonable, and not absolute, 
assurance against material misstatement or loss. It is also the 
responsibility of the company to maintain controls over the 
maintenance and integrity of the company’s website.

The directors have reviewed the group’s cash flow forecast 
for the year to June 2023 and, in light of this review and the 
current financial position, they are satisfied that the group has 
or had access to adequate resources to continue in operational 
existence for the foreseeable future.

The external auditor is responsible for independently auditing 
and reporting on the group's consolidated financial statements. 
The consolidated and separate annual financial statements have 
been examined by the group's external auditor and their report 
is presented on  pages 154 to 159.

The consolidated and separate annual financial statements set 
out on  pages 160 to 246, which have been prepared on the 
going concern basis, were approved by the board of directors on 
4 July 2022 and were signed on their behalf by:

Robinson Ramaite Jubilant Speckman
Chief	executive	officer	 Chief	financial	officer	
(“CEO”)	

Directors’ responsibilities and approval Chief executive officer’s and chief financial 
officer’s responsibility report
Each of the directors, whose names are stated below hereby confirm that:

• the annual financial statements set out on  pages 160 to 246, fairly present in all material respects the financial position, financial 
performance and cash flows of the issuer in terms of IFRS;

• to the best of our knowledge and belief, no facts have been omitted or untrue statements made that would make the annual 
financial statements false or misleading;

• internal financial controls have been put in place to ensure that material information relating to the issuer and its consolidated 
subsidiaries have been provided to effectively prepare the financial statements of the issuer;

• the internal financial controls are adequate and effective and can be relied upon in compiling the annual financial statements, having 
fulfilled our role and function as executive directors with primary responsibility for implementation and execution of controls;

• where we are not satisfied, we have disclosed to the audit committee and auditors any deficiencies in design and operational 
effectiveness of the internal financial controls and have taken steps to remedy the deficiencies; and

• we are not aware of any fraud involving directors.

Robinson Ramaite Jubilant Speckman
Chief	executive	officer	 Chief	financial	officer
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The directors have pleasure in submitting their report on the 
consolidated and separate annual financial statements of 
Salungano Group Limited and the group for the year ended 
31 March 2022.

Main business and operations
The main business of the company is that of an investment and 
management company with operating subsidiaries engaged in 
the mining, processing and trading of coal. The group operates 
principally in South Africa. The operating results and state 
of affairs of the group and company are fully set out in the 
consolidated and separate annual financial statements.

There have been no material changes to the nature of the 
group's business from the prior year.

Company name change
The company changed its name in the current financial year 
from Wescoal Holdings Limited to Salungano Group Limited, 
effective 29 March 2022. “Salungano” is the Venda word for 
passing on knowledge, heritage, a vision and generational 
mission through story-telling; and now assets.

The company is embarking on a total transformation that 
will spearhead an evolution that will see the company invest 
in multiple industries and diverse sectors of the economy 
underpinned by a strong focus on environmental, social and 
governance matters. The company continues to have strong 
roots in coal mining, but as the company diversifies, it can no 
longer operate as Wescoal Holdings as the name implies it is 
a coal company.

By changing the company’s name and identity, Salungano will 
also change the way it positions itself in the market, in the 
diverse industries and sectors Salungano will be investing in.

Group results
Earnings before interest, taxation, depreciation and 
amortisation (“EBITDA”) generated in the year is at 
R646.1 million (2021: R569.3 million) due to minimal production-
related stoppages and high sales volumes mainly due to ramp 
up of Moabsvelden. The group has, however, recorded a net 
loss after tax for the year ended 31 March 2022 of R37.2 million  
(2021: R35.8 million loss) which is after amortisation, 
depreciation and impairments of R528.0 million (2021:  
R435.6 million). The current year results are after impairment 
of the joint venture investment and provision-related amounts 
due from Arnot processed due to uncertainties around the 
funding of the operation. Details of operating segments in 
terms of IFRS 8: Operating Segments are disclosed in note 45.

COVID-19 and other factors
Salungano has navigated and continues to effectively manage 
the COVID-19 pandemic challenge. In the current year have 
fortunately not had any business interruptions due to COVID-19. 

A centralised COVID-19 team ensures uniform implementation 
of all COVID-19 response protocols and ensures we proactively 
manage and de-risk the business.

The civil unrest that occurred in the country during the financial 
year did not have a material impact on the group and no damage 
to property was experienced. There were limited occurrences 
where deliveries were delayed but these were caught up within 
the financial year.

The main impact that the Ukraine conflict has had on the group 
is the increase in diesel prices which has a direct impact on 
mining and transportation costs. The movement in diesel prices 
is passed onto Eskom and other customers.

Going concern
The consolidated and separate annual financial statements have 
been prepared on the basis of accounting policies applicable to a 
going concern. This basis presumes that funds will be available to 
finance future operations and that the realisation of assets and 
settlement of liabilities, contingent obligations and commitments 
will occur in the ordinary course of business.

Post-financial year-end events 
Lending arrangements
As reported for the interim period ended 30 September 2021, 
Salungano Group was in breach of its lending facilities due to 
two outstanding requirements of financial undertaking under its 
facilities since the year ended 31 March 2021. As at the reporting 
date, the third amendments, which incorporate requirements 
post credit approval, were, signed on 20 May 2022 and the group 
is no longer in breach of its lending agreements.

Subsidiary name change
In line with its rebranding and diversification strategy, the group 
has changed the names of two of its wholly owned subsidiaries in 
the group name: Wescoal Trading Proprietary Limited to Salungano 
Trading Proprietary Limited, and Wescoal Mineral Recoveries 
Proprietary Limited to Salungano Power Proprietary Limited in  
June 2022.

Khanyisa mining contractor notice
In May 2022, the group issued a notice of termination of its mining 
agreement with its mining contractor effective August 2022. The 
reason for the termination is due to Khanyisa reaching the end 
of its life in the first half of 2023, although there is a possible life 
extension project.

Mining contractor claims
In June 2022, the group has received letters relating to claims 
by its mining contractor, IPP Materials and Handling Proprietary 
Limited, relating to mining contracts for Vanggatfontein, 
Khanyisa and Elandspruit. The group, disclaiming the liability, 
is considering the contents of the claims and will take necessary 
action to defend its position.

Declaration by the company secretary

In terms of section 88(2)(e) of the Companies Act, I hereby certify that, to the best of my knowledge and belief, Salungano Group 
Limited has lodged with the Companies and Intellectual Property Commission, for the financial year ended 31 March 2022, all such 
returns and notices as required in terms of the Companies Act, and that all such returns and notices are true, correct and up to date.

Yolande Lemmer
FluidRock	Co	Sec	Proprietary	Limited*
Company	secretary

4 July 2022

™	 	Copyright	and	trademarks	are	owned	by	the	Institute	of	Directors	in	South	Africa	NPC	and	all	of	its	rights	are	reserved.
*	 	FluidRock	Co	Sec	Proprietary	Limited	was	the	company	secretary	until	30	June	2022	and	Yolande	Lemmer	was	appointed	as	a	permanent	company	secretary	

effective	1	July	2022.
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Arnot legal notification
A legal notification relating to creditor's application for liquidation of Arnot Opco Proprietary Limited (“Arnot Opco”) was received in 
June 2022. Arnot Opco has filed its notice of intention to oppose and is currently preparing its response to the case made out against it. 
We understand from Arnot Opco's directors that they are working with their legal advisors to file their defence.

Directors' interests in contracts
During the year ended 31 March 2022, none of the directors had any material interest in any contract or arrangement entered into by the 
company or its subsidiaries.

Compliance with financial reporting standards
The Salungano consolidated and separate financial statements comply with IFRS, the Companies Act, 71 of 2008 and the JSE Limited 
(“JSE”) Listings Requirements.

Borrowing limitations
In terms of the Memorandum of Incorporation of the company, the directors may exercise all the powers of the company to borrow 
money as they consider appropriate.

Share capital
Authorised

Number of shares

2022 2021

Ordinary no par value shares 500 000 000 500 000 000

There was no change in the authorised share capital of the company during the year. The authorised share capital of the company is  
500 000 000 ordinary no par value shares.

Issued
Number of shares

2022
R’000

2021
R’000

2022
’000

2021
’000

Ordinary shares 630 372 629 838 410 408 410 058

Refer to note 19 of the consolidated and separate annual financial statements for detail of the movement in authorised and issued 
share capital. The issued share capital excludes treasury shares.

Major shareholders of the company

2022 2021

Shareholder Number of shares % of shares Number of shares % of shares

K2016316243 (SA) Proprietary Limited 213 628 122 50.87 213 628 122 50.87

RBFT Investments Proprietary Limited 64 879 829 15.45 41 336 906 9.84

MR Ramaite 23 193 301 5.52 23 193 301 5.52

Wescoal Share Incentive Trust 9 508 000 2.26 9 858 000 2.35

Rutendo Holdings Proprietary Limited 8 640 396 2.06 19 660 642 4.39

UBS Switzerland AG – – 23 542 923 5.61

The percentage of share calculation is based on the issued share capital of 419 916 854 shares including treasury shares  
(2021: 419 916 854 including treasury shares). Increase in RBFT Investment Proprietary Limited’s shareholding is after the minority  
buy-out offer.

Share buy-back
There were no shares repurchased during the financial year (2021: Rnil).

Corporate governance
The directors acknowledge the importance of sound corporate governance and the guidelines set out in King IV™ and recommended 
practices set out in part 5 of the report. The directors therefore embrace King IV™ as far as it is appropriate, having regard for the size 
and nature of the various companies making up the group. The board will continue to take such measures as are practicable to comply 
with King IV™.

Listing
The abbreviated name under which the company is listed on the Main Board of the JSE has changed from “Wescoal” with the short code 
“WSL” to “Salungano” and the short code is “SLG”.

Directors
The directors in office at the date of this report are as follows:

Name Designation Nationality Changes

Dr HLM Mathe Chairman, independent non-executive* South African Appointed 1 August 2013

N Siyotula Lead independent non-executive South African Appointed 14 February 2019

N Mnxasana Independent non-executive South African Appointed 5 December 2019

A Mabizela Independent non-executive South African Appointed 5 December 2019

KM Maroga Non-executive South African Appointed 1 July 2013

C Maswanganyi Non-executive South African Appointed 17 November 2017

ET Mzimela Non-executive South African Appointed 17 November 2017

MR Ramaite Chief executive officer** South African Appointed 20 November 2007

JM Speckman Chief financial officer, executive South African Appointed 1 February 2021

T Tshithavhane Executive South African Appointed 4 April 2016

*	 Independent	as	from	29	September	2021.
**	Appointed	as	interim	CEO	on	15	March	2021	and	CEO	for	two	years	from	1	April	2022.

Company secretary
FluidRock Co Sec Proprietary Limited was the company secretary 
until 30 June 2022 and Yolande Lemmer was appointed effective 
1 July 2022. Computershare Investor Services Proprietary Limited 
are the transfer secretary, respectively.

Resolutions
The following resolutions were approved by shareholders at an 
annual general meeting of the company held on 5 October 2021:

Ordinary resolutions
• Re-election of director: Nonzukiso (“Zukie”) Siyotula;

• Re-election of director: Eric Thuthukani Mzimela;

• Re-election of director: Cecil Maswanganyi;

• Reappointment of the members of the audit, risk and 
compliance committee of the company: Zukie Siyotula, Andile 
Mabizela and Nomavuso Patience Mnxasana;

• Reappointment of PricewaterhouseCoopers Inc. (“PwC”) as 
the external auditor of the company for the 2022 financial 
year;

• Advisory endorsement of the remuneration policy; 

• Advisory endorsement of the remuneration implementation 
report;

• Directors’ authority to control authorised but unissued 
ordinary share capital; and

• The authorisation for any director of the company 
to implement the resolutions taken at the annual 
general meeting.

Special resolutions 
• Approval for the company to grant inter-group financial 

assistance in terms of sections 44 and 45 of the Companies 
Act; and

• Approval for the acquisition of the company’s own shares.
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2021

Re-
muneration

R’000

Medical and
provident 

fund
contributions

R’000

Fringe 
and other

benefits
R’000

Lump
sum 

R’000

Cash 
total 

R’000

IFRS 2 
share 

option 
expense

R’000

RL Demana* 3 633 234 277 948 5 092 –

IJ van der Walt** 1 175 71 623 2 033 3 092 1 233

T Tshithavhane 3 619 218 76 – 3 913 113

JM Speckman 463 28 10 – 500 –

R Ramaite*** 103 – – – 103 –

8 993 551 986 2 981 13 509 1 346

*	 RL	Demana	resigned	effective	31	March	2021.
**	 IJ	van	der	Walt	resigned	effective	31	August	2020.
*** R	Ramaite	was	appointed	as	interim	CEO	from	15	March	2021.

Non-executive remuneration for attending meetings

Group

2022
R’000

2021
R’000

HLM Mathe 582 739

MR Ramaite* – 256

KM Maroga 881 800

C Maswanganyi 358 366

ET Mzimela 400 430

Z Siyotula 931 915

N Mnxasana 612 599

A Mabizela 558 534

4 322 4 639

*	 MR	Ramaite	was	appointed	as	interim	CEO	from	15	March	2021	and	his	earnings	for	the	financial	year	are	disclosed	as	part	of	the	executive	directors	earnings.

Independent auditor
The company has appointed KPMG Inc. (“KPMG”) as the new external auditor for the 31 March 2022 financial year, with the designated 
audit partner being Ms Nompakamo Matanzima. The audit, risk and compliance committee of Salungano has recommended the 
appointment of KPMG to replace PwC in line with the early adoption of mandatory audit firm rotation, has resigned as the auditor 
of Salungano Group.

Directors' interests in shares

2022 2021

Director

Direct
shareholding

’000

Indirect
shareholding

’000

Direct
shareholding

’000

Indirect
shareholding

’000

MR Ramaite 23 179 209 637 23 193 180 713

ET Mzimela – 33 110 – 33 219

T Tshithavhane 852 – 502 –

KM Maroga 2 215 – – –

26 246 242 747 23 695 213 932

There have been no changes to the directors’ shareholding between 31 March 2022 and the date of approval of the financial statements. 
Increase in MR Ramaite indirect shareholding is due to minority buy-out offer. KM Maroga acquired her shareholding in the current 
financial year.

Refer to note 43 for share options held by the executive directors.

Directors’ remuneration
Executive

2022

Re-
muneration

R’000

Medical and
provident 

fund
contributions

R’000

Annual 
bonus
R’000

Fringe 
and other

benefits
R’000

Cash 
total 

R’000

IFRS 2 
share 

option 
expense

R’000

T Tshithavhane 3 656 296 329 60 4 342 207

MR Ramaite 2 809 – – – 2 809 –

JM Speckman* 2 775 225 250 4 3 254 –

9 240 521 579 64 10 405 207

*	 JM	Speckman	resigned	as	group	CFO	and	executive	director	effective	14	April	2022.	She	will	be	leaving	the	company	within	six	months	from	resignation.
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• Define a policy for non-audit services which the auditor may 
provide and approve non-audit service contracts;

• Review the quality and effectiveness of the external audit 
process; and

• Ensure a process is in place for the committee to be informed of 
any reportable irregularities identified by the external auditor.

Information technology (“IT”) governance
• Ensure that the company’s governance and management system 

provides the means to institutionalise the enablers of good 
corporate governance through the integration of people, process, 
technology and information and management systems to 
enable the creation of value and support the achievement of the 
business’ and organisation's strategic goals; and

• Ensure that there are adequate mechanisms to safeguard the 
company’s information and that the group has measures in 
place to recover from any technological disruptions.

Composition of the committee and 
attendance
The following changes to the composition of the audit, risk and 
compliance committee (“the committee”) occurred with effect 
from 1 April 2021: Ms Kabela Maroga has resigned as chairperson 
and member of the committee with effect from 31 March 2021, due 
to other commitments. The board appointed Ms Zukie Siyotula, a 
member of the committee and lead independent non-executive 
director of the company, in her stead. With effect from 1 April 2021, 
the committee comprised three independent non-executive 
directors namely, Ms Zukie Siyotula (chairperson), Ms Nomavuso 
Mnxasana and Mr Andile Mabizela. These directors are suitably 
skilled directors having recent and relevant financial experience. 
The committee is elected by shareholders at the annual general 
meeting. All three committee members were re-elected at the 
annual general meeting of the company held on 5 October 2021. 
Meeting attendance is set out on  page 70.

Committee members
Zukie Siyotula (Chairperson)
Nomavuso Mnxasana
Andile Mabizela

The CEO, the CFO, representatives of the external and internal 
auditors, other assurance providers and other professional advisors 
attend meetings as invitees.

The committee also periodically meets separately with  
the external and internal auditors, without members of executive 
management being present. The effectiveness of the committee 
is assessed as part of the annual board and committee self-
evaluation process.

Reports of the meetings of the committee, except those recording 
private meetings with the external and internal auditors, are 
circulated to all directors and supplemented by an update from the 
committee chairperson at each board meeting.

Matters requiring action or improvement are identified and 
appropriate recommendations are made to the board. The 
chairperson of the committee attends all statutory shareholder 
meetings to answer any questions on the committee’s activities.

Key areas of focus during the reporting 
period
• External audit – auditor replacement;

• Review of quarterly external audit reports and key audit 
matters;

• Review of key audit findings from the internal auditor;

• Risk and compliance management;

• Going concern status – keep track of financial and operational 
performance;

• Deferred stripping balances, assets and calculations and strip 
ratio methodology;

• Environmental rehabilitation provisions and the development 
of a comprehensive rehabilitation plan;

• Insurance renewal and insurance cover investigation;

• 2023 two-year budget review;

• Cash flow management – oversight of compliance with bank 
covenants;

• Internal audit – expanded scope of work to support 
attestation by the CEO and CFO as per JSE requirements; 

• Tracking of cost-saving initiatives;

• A combined meeting with the social and ethics committee 
to consider COVID-19 statistics and controls, health and 
safety performance at the mines, registers of fraud, theft and 
incidents of dishonesty, crime statistics ad asset protection 
measures, as well as pertinent risk and compliance matters 
and material litigation matters;

• Delegation of authority matrix review;

• Review of quarterly financial results and reports;

• Review of tax status updates;

• Review of accounting matters for consideration;

• Dividend considerations;

• Review of voluntary operational update announcements and 
trading statements;

• Overview of financial control measures and efficiencies;

• A review of the combined assurance plan and framework, and 
recommending the approval thereof to the board;

• Monitoring of IT governance and controls; 

• Committee self-evaluation results; and

• Monitoring of JSE compliance.

The committee performed the following activities relating to 
the audit function during the year under review, in line with the 
duties required in terms of the Companies Act, King IVTM and 
the JSE Listings Requirements.

The Salungano Group Limited audit, risk and compliance 
committee is a formal statutory committee in terms of the 
Companies Act and subcommittee of the board. The committee 
functions within documented terms of reference and complies 
with relevant legislation, regulations and governance codes. This 
report of the audit, risk and compliance committee is presented 
to shareholders in compliance with the requirements of the 
Companies Act and King IVTM.

Role of the committee
The committee has an independent role and it is accountable 
to both the board and to shareholders. The committee’s 
responsibilities include the statutory duties prescribed by 
the Companies Act, activities recommended by King IVTM 
and additional responsibilities assigned by the board.

The responsibilities of the committee are as follows:

Integrated reporting
• Review the consolidated annual financial statements, interim 

report, preliminary results announcement and summarised 
integrated information and ensure compliance with IFRS;

• Consider the frequency of interim reports and whether interim 
results should be assured;

• Review and approve the appropriateness of accounting 
policies, disclosure policies and the effectiveness of internal 
financial controls;

• Perform an oversight role on the group’s integrated reporting 
and consider factors and risks that could affect the integrity 
of the integrated annual report;

• Review the sustainability disclosure in the integrated 
annual report and ensure it does not conflict with financial 
information;

• Consider external assurance of material sustainability issues; 
and

• Recommend the integrated annual report for approval by 
the board.

Combined assurance
• Ensure the development of the combined assurance 

framework;

• Ensure that the combined assurance model addresses all 
significant risks facing the group;

• Ensure the development and implementation of the combined 
assurance plan; and

• Monitor the relationship between external and internal 
assurance providers and the group.

Finance function
• Consider the expertise and experience of the CFO; and

• Consider the expertise, experience and resources of the 
group’s finance function.

Internal audit
• Oversee the functioning of the internal auditor and approve 

the appointment and performance assessment of the internal 
auditor;

• Approve the annual internal audit plan; and

• Ensure the internal audit function is subject to independent 
quality review as appropriate.

Risk management
• Ensure the group has an effective policy and plan for risk 

management;

• Oversee the development and review of the enterprise risk 
management framework and enterprise risk management 
policy;

• Oversee the development and implementation of the risk 
management implementation plan in execution of the 
enterprise risk management framework and policy;

• Make recommendations to the board on levels of risk 
tolerance and risk appetite;

• Ensure risk management is integrated into business 
operations;

• Ensure risk management assessments are conducted on 
a continuous basis;

• Ensure that management considers and implements 
appropriate risk responses;

• Express the committee’s opinion on the effectiveness of 
the system and process of risk management; and

• Ensure risk management reporting in the integrated annual 
report is comprehensive and relevant.

Compliance management
• Ensure the group has an effective compliance management 

framework and policy;

• Oversee the development and implementation of the 
compliance management implementation plan in execution 
of the compliance management framework and policy;

• Ensure the group has established the compliance universe 
outlining its regulation space;

• Ensure group compliance with legislation, regulations, laws 
and policies; and

• Ensure disclosure of non-compliance with legislation in the 
integrated annual report.

External audit
• Nominate the external auditor for appointment by the 

shareholders;

• Approve the terms of engagement and remuneration of the 
auditor;

• Ensure the appointment of the auditor complies with relevant 
legislation;

• Monitor and report on the independence of the external 
auditor;

Audit, risk and compliance committee report
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External audit
The committee executed the following duties in respect of the 
external auditor:

• Following a comprehensive evaluation process, identified 
and recommended KPMG as the new external auditor for the 
financial year ended 31 March 2022. The company appointed 
KPMG on 4 November 2021, with Ms Nompakamo Matanzima 
as the designated audit partner. The company’s previous 
auditor, PwC had been the company’s auditor since 2011 and 
had resigned in line with the early adoption of mandatory 
external audit firm rotation;

• Ensured that the appointment complied with all applicable 
legal and regulatory requirements, and that the auditor 
and designated audit partner are accredited by the JSE. The 
committee further received all inspection findings of the 
Independent Regulatory Board for Auditors from KPMG;

• Approved the external audit engagement letter, plan and 
budgeted audit fees. Fees paid to the auditor are detailed in 
note 28 to the consolidated annual financial statements;

• Reviewed the audit results, evaluated the effectiveness of 
the auditor and its independence, and evaluated the external 
auditor's internal quality control procedures;

• Obtained a statement from the auditor that its independence 
was not impaired;

• Considered the reports of the external auditor on the group’s 
systems of internal control, including financial controls; and

• Determined the nature and extent of all non-audit services 
provided by the external auditor and preapproved all  
non-audit services.

Risk management
The committee oversaw the implementation of predetermined 
risk and compliance implementation plans at an operational and 
strategic level with the assistance of the company’s compliance 
and risk officer.

The committee closely monitored the company’s risk register, 
key risks and mitigatory controls implemented in respect of 
these risks.

The committee is satisfied with the processes and measures that 
have been put in place and the board will remain consistent in 
evaluating the company’s risk tolerance and appetite levels.

Financial statements, accounting practices and 
going concern assessment
Following its review of the consolidated annual financial 
statements of the group for the year ended 31 March 2022, the 
committee believes that, in all material respects, these comply 
with the relevant provisions of the Companies Act and IFRS and 
fairly present the consolidated and separate financial position 
of the company at that date and the results of its operations 
and cash flows for that year. The committee has also satisfied 

itself on the integrity of the integrated annual report for the year 
ended 31 March 2022.

A going concern assessment for the group and company 
has been performed based on cash flow projections and the 
consolidated annual financial statements were prepared on a 
going concern basis following the conclusion of the analysis.

The board continues to place great emphasis on monitoring 
and improving the company’s performance. Having achieved 
its objectives, the audit, risk and compliance committee 
recommended the approval of the consolidated annual financial 
statements.

Internal audit and internal control
The committee:
• reviewed and approved the internal audit charter and annual 

audit plan, and evaluated the independence, effectiveness and 
performance of the internal audit function in compliance with 
the internal audit charter;

• assessed reports of the internal auditor on the group's 
systems of internal control including financial controls and 
business risk management;

• received assurance that an adequate and effective system of 
internal control and risk management is being maintained;

• received assurance that proper and adequate accounting 
records were maintained and that the group's systems 
safeguarded its assets against unauthorised use or disposal;

• reviewed significant issues raised by the internal audit 
function and the adequacy of corrective action taken; and

• assessed the performance of the internal audit function and 
found it to be satisfactory.

The committee confirms that it has no reason to believe there 
were any material breakdowns in the design and operating 
effectiveness of internal financial controls.

Internal financial controls
The committee has considered the results of the formal 
documented review of the company’s system of internal 
financial controls and risk management, including the design, 
implementation and effectiveness of the internal financial 
controls, as conducted by the internal audit function during 
the period under review. The committee has also assessed 
information and explanations given by management and 
discussions with the external auditor on the results of the 
audit. Through this process, no material matter has come to 
the attention of the audit, risk and compliance committee or 
the board that has caused the directors to believe that the 
company’s system of internal controls and risk management 
is not effective and that the internal financial controls 
do not form a sound basis for the preparation of reliable 
financial statements.

JSE compliance
The committee noted and reviewed the JSE’s latest report on 
the proactive monitoring of financial statements for compliance 
with IFRS (“the 2021 report”), considered the detailed findings 
and emerging issues of the 2021 report and specifically 
Annexure 3 of the report, that contained a checklist of the 
information to be considered by the committee. The committee 
noted the items that required consideration in respect of 
the preparation of the interim statements and applied these 
considerations in their review of the interim and final results.

Chief financial officer and finance function
The committee is satisfied that the expertise and experience 
of the CFO, Ms Jubilant Speckman, is appropriate to meet the 
responsibilities required by the position. This is based on the 
qualifications, levels of experience and the board’s assessment 
of the financial knowledge of the CFO. The committee is also 
satisfied as to the appropriateness, expertise and adequacy of 
resources of the finance function and the experience of senior 
members of management responsible for the finance function.

The committee noted the resignation of the CFO in April 2022 
and will assist the board with the process of appointing a 
suitable candidate in her stead.

Focus areas for 2023
• Monitoring of risks and opportunities against the group’s 

revised strategy with a focus on investment in renewable 
energy opportunities;

• Compliance management; 

• Monitoring of the company’s financial performance.

On behalf of the committee

Zukie Siyotula
Audit,	risk	and	compliance	committee	chairperson

4 July 2022

Audit, risk and compliance committee report | continued



Integrated annual report for the year ended 31 March 2022Integrated annual report for the year ended 31 March 2022 Salungano Group LimitedSalungano Group Limited 155154

Consolidated annual financial statements

Independent auditor’s report
To the shareholders of Salungano Group Limited

Report on the audit of the consolidated 
and separate financial statements
Opinion
We have audited the consolidated and separate financial 
statements of Salungano Group Limited (the Group and 
Company) set out on  pages 160 to 246, which comprise the 
statements of financial position as at 31 March 2022, and the 
statements of profit or loss and other comprehensive income, 
the statements of changes in equity and the statements of cash 
flows for the year then ended, and notes to the consolidated 
and separate financial statements, including a summary of 
significant accounting policies.

In our opinion, the consolidated and separate financial 
statements present fairly, in all material respects, the 
consolidated and separate financial position of Salungano Group 
Limited as at 31 March 2022, and its consolidated and separate 
financial performance and consolidated and separate cash 
flows for the year then ended in accordance with International 
Financial Reporting Standards and the requirements of the 
Companies Act of South Africa.

Basis for opinion
We conducted our audit in accordance with International 
Standards on Auditing (ISAs). Our responsibilities under those 
standards are further described in the Auditor's responsibilities 
for the audit of the consolidated and separate financial 

statements section of our report. We are independent of the 
Group and Company in accordance with the Independent 
Regulatory Board for Auditors’ Code of Professional Conduct 
for Registered Auditors (IRBA Code) and other independence 
requirements applicable to performing audits of financial 
statements in South Africa. We have fulfilled our other 
ethical responsibilities in accordance with the IRBA Code and 
in accordance with other ethical requirements applicable to 
performing audits in South Africa. The IRBA Code is consistent 
with the corresponding sections of the International Ethics 
Standards Board for Accountants’ International Code of 
Ethics for Professional Accountants (including International 
Independence Standards). We believe that the audit evidence we 
have obtained is sufficient and appropriate to provide a basis for 
our opinion.

Key audit matters
Key audit matters are those matters that, in our professional 
judgement, were of most significance in our audit of the 
consolidated and separate financial statements of the current 
period. These matters were addressed in the context of our 
audit of the consolidated and separate financial statements 
as a whole, and in forming our opinion thereon, and we do not 
provide a separate opinion on these matters.

Key audit matter How the matter was addressed in our audit

Impairment assessment of property, plant 
and equipment, goodwill and investments 
in subsidiaries - relates to the consolidated 
and separate financial statements
Refer	to	notes	3,	6	and	8

Property, plant and equipment and goodwill 
amount to R2 554 million, 58% of the Group’s 
total assets.

The Company’s investments in subsidiaries 
amount to R694 million, 39% of the Company’s 
total assets.

Management performs an annual impairment 
assessment in respect of cash generating units 
(CGUs) to which goodwill is allocated and 
performs impairments assessments for the 
remaining cash generating units when events or 
circumstances suggest that the carrying amount 
may not be recoverable.

Management considered all investments in 
subsidiaries for possible impairment.

The recoverable amounts were calculated 
using estimated discounted cash flows over 
the projected life of mine or project length for 
determination of the value-in-use of each CGU.

For the current year goodwill of R2,951 million 
relating to the Wescoal Trading cash generating 
unit was impaired.

Management applies judgement in determining 
the key assumptions used in the value-in-use 
calculations. The most significant assumptions 
are:

• the pre-tax discount rates (“WACCs”);

• production and output costs;

• available saleable product which is driven by 
the life of mine (“LOM”) plan; and

• the expected revenue growth rate.

Given the size of the property, plant and 
equipment and goodwill in relation to the total 
assets of the Group and the investments in 
subsidiaries in relation to the total assets of the 
Company and the significant judgements applied 
in determining the recoverable amounts of the 
CGU’s, the impairment assessment of property, 
plant and equipment, goodwill and investments 
in subsidiaries was considered to be a key audit 
matter in our audit of the consolidated and 
separate financial statements.

Our procedures included:
We obtained an understanding of the process followed by management to assess 
whether any impairment indicators existed and the methodologies and models 
used by management to determine the recoverable amount of each CGU.

We evaluated the design and implementation of key internal controls over the 
impairment process which included the review of the impairment models used, 
the life of mine and resource base plans, the budgeting and forecasting process 
and the determination of key assumptions used to determine the value-in-use of 
each CGU.

We used our internal valuation specialists to:

• assess that the discounted cash flow models applied by management are in 
line with standard acceptable valuation methodologies; and

• we independently recalculated the WACC rate and compared it to the WACC 
rate used by management to evaluate whether the assumptions used by 
management in determination of the WACC rate were reasonable.

We tested the key estimates and assumptions used by management in each 
discounted cash flow model by performing the following procedures:

• we compared the LOM plan to the resource and reserve statement signed off 
by the Group’s competent person for consistency;

• we evaluated the accuracy of the input costs by comparing the costs to mining 
contractor agreements;

• we evaluated the appropriateness of the expected selling prices by comparing 
to long term coal-supply agreement prices and current observable selling 
prices for export sales;

• we compared the cash flow forecasts to current and historical operational 
results, forecasts and final approved budgets;

• we performed an independent calculation of the discounted cash flow models, 
by using independently obtained key input assumptions and compared the 
result to that of management’s calculation; and

• we assessed the reasonableness of management’s forecasts by comparing the 
prior year forecasts to the current year results.

We performed our own sensitivity calculations for variances in selling 
prices, input costs and production volumes and discount rates to assess the 
reasonableness of management’s own disclosed sensitivities.

We compared the recoverable amounts tested to the carrying values of the 
CGU’s and the investments in subsidiaries to assess whether an impairment was 
required to be recognised.

We evaluated the completeness, accuracy and relevance of disclosures against 
IAS 36 Impairment of Assets including the disclosures about sensitivities and 
major sources of estimation uncertainty.
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Key audit matter How the matter was addressed in our audit

Accuracy and completeness of the 
environmental rehabilitation provision 
– relates to consolidated financial 
statements
Refer	to	note 23

The environmental rehabilitation provision 
amounts to R1 390 million, 38% of the Group’s 
total liabilities.

Management applies significant judgements 
and assumptions in the determination of the 
environmental rehabilitation provision with 
the assistance of independent environmental 
specialists.

Key assumptions used in determining the 
present obligation of the environmental 
provision includes the estimate of the gross 
liability, the inflation rate, the discount rate 
used and the expected date of closure of 
mining activities. Estimates are based on costs 
that are annually determined by independent 
environmental specialists.

Given the size of the environmental 
rehabilitation provision in relation to the total 
liabilities of the Group and the significant 
judgements applied in determining the 
provision, the accuracy and completeness of 
the environmental rehabilitation provision was 
considered to be a key audit matter in our audit 
of the consolidated financial statements.

Our procedures included the following:

Through our discussions with management and inspection of underlying 
calculations, we obtained an understanding of managements process to 
determine the environmental rehabilitation provision and we tested the design 
and implementation of controls to ensure the accuracy and completeness of the 
environmental rehabilitation provision.

With the assistance of our internal environmental specialist, we performed the 
following procedures:

• we assessed the reasonableness of management’s process to determine the 
environmental rehabilitation provision by comparing management’s process 
with that used in the industry;

• we assessed the competence, objectivity and reliability of management’s 
independent environmental specialists through the inspection of membership 
certificates from professional bodies, qualifications and Curriculum Vitae;

• we assessed, on a sample basis, the accuracy and completeness of quantities 
per the closure cost calculation to survey data and agreed unit rates to source 
data such as invoices, quotes and current operational costs incurred, where 
relevant; and

• we evaluated whether the environmental rehabilitation provision included all 
obligations in respect of relevant laws and regulations for mining activities 
and the use of water.

We assessed the reasonability of the assumptions applied on key inputs in the 
environmental rehabilitation provision through the following;

• we compared the discounted and undiscounted risk based contingencies 
included in the environmental rehabilitation provision to that used in 
comparable companies in the industry;

• we agreed the inputs used in managements provision calculation by 
agreeing the inputs to the year end expert report prepared by management’s 
independent environmental specialists;

• we compared and determined whether management’s determination of the 
life of mine and the discount rates applied to the environmental rehabilitation 
provision are reasonable with reference to the LOM plan and relevant third-
party resources; and

• we independently calculated the environmental rehabilitation provision using 
the appropriate inputs in order to assess the accuracy of the provision.

We evaluated the completeness, accuracy and relevance of disclosures against 
IAS 37, Provisions including the disclosures about major sources of estimation 
uncertainty.

Independent auditor’s report | continued

Key audit matter How the matter was addressed in our audit

Accounting for and impairment of the 
investment in joint ventures – relates to 
consolidated financial statements
Refer	to	note 9

The total cash investment into the Arnot 
HoldCo Proprietary Limited (Arnot) joint venture 
was R77,5 million as at 31 March 2022.

The investment in the Arnot joint venture has 
been accounted for in terms of IFRS 11, Joint 
Arrangements (“IFRS 11”) and management 
have assessed the appropriateness of equity 
accounting the investment in terms of the 
shareholder and option agreements.

The investment was assessed for impairment 
by management due to objective evidence of 
impairment as a result of one or more events 
that occurred after the initial recognition of the 
investment as required by IAS 28 Investments in 
Associates and Joint Ventures.

Management assessed the carrying amount of 
the investment in the Arnot joint venture as a 
single CGU by comparing its recoverable amount 
(higher of value-in-use or fair value less costs of 
disposal) with its carrying amount.

Management applies judgement in determining 
the key assumptions used in the fair value less 
costs of disposal calculations. The investment in 
Arnot was impaired fully, by R59,4 million, in the 
current year.

The impairment assessment of the investment 
in joint venture was considered a key audit 
matter in our audit of the consolidated financial 
statements given the indicators of impairment 
identified by management and the quantum of 
the impairment recognised in the current year.

Our procedures included:

Through our discussions with management and inspection of the underlying 
agreements between the group and Arnot joint venture we evaluated, with 
the assistance of our technical accounting specialists, the appropriateness of 
accounting for the investment in the Arnot joint venture in accordance with 
IFRS 11.

We evaluated management’s calculation of the recoverable amount of the 
investment in the Arnot joint venture in accordance with IAS 36 Impairment of 
Assets by performing the following procedures:

• we evaluated the impact the potential impairment events relating to the 
Arnot joint venture would have on the carrying amount of the investment 
in the Arnot joint venture, specifically with regard to the significant financial 
difficulty experienced by Arnot and the difficulty in raising funding to allow 
Arnot to ramp up production to full capacity; and

• we challenged management’s assumptions used in their impairment 
assessment to our understanding of the future prospects of the Arnot 
business using available internal and external sources.

We evaluated the completeness, accuracy and relevance of disclosures against 
IAS 36 Impairment of assets and IAS 28 Investments in Associates and Joint 
Ventures.
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• Evaluate the overall presentation, structure and content of 
the consolidated and separate financial statements, including 
the disclosures, and whether the consolidated and separate 
financial statements represent the underlying transactions 
and events in a manner that achieves fair presentation.

• Obtain sufficient appropriate audit evidence regarding the 
financial information of the entities or business activities 
within the group to express an opinion on the consolidated 
financial statements. We are responsible for the direction, 
supervision and performance of the group audit. We remain 
solely responsible for our audit opinion.

We communicate with the directors regarding, among other 
matters, the planned scope and timing of the audit and 
significant audit findings, including any significant deficiencies in 
internal control that we identify during our audit.

We also provide the directors with a statement that we 
have complied with relevant ethical requirements regarding 
independence, and communicate with them all relationships 
and other matters that may reasonably be thought to bear 
on our independence, and where applicable, actions taken to 
eliminate threats or safeguards applied.

From the matters communicated with the directors, we 
determine those matters that were of most significance in the 
audit of the consolidated and separate financial statements 
of the current period and are therefore the key audit matters. 
We describe these matters in our auditor's report unless law 
or regulation precludes public disclosure about the matter or 
when, in extremely rare circumstances, we determine that a 
matter should not be communicated in our report because the 
adverse consequences of doing so would reasonably be expected 
to outweigh the public interest benefits of such communication.

Other matter
The consolidated and separate financial statements of the 
Group and Company as at and for the year ended 31 March 2021, 
were audited by another auditor who expressed an unmodified 
opinion on those consolidated and separate financial 
statements on 25 June 2021.

Other information
The directors are responsible for the other information. The 
other information comprises the information included in the 
document titled “ Salungano Group Limited Consolidated 
and separate annual financial statements for the year ended 
31 March 2022", which includes the Directors’ report, the Audit, 
risk and compliance committee report and the Declaration by 
the company secretary as required by the Companies Act of 
South Africa, which we obtained prior to the date of this report, 
and the Integrated Annual Report, which is expected to be made 
available to us after that date. The other information does not 
include the consolidated and separate financial statements and 
our auditor’s report thereon.

Our opinion on the consolidated and separate financial 
statements does not cover the other information and we do not 
express an audit opinion or any form of assurance conclusion 
thereon.

In connection with our audit of the consolidated and separate 
financial statements, our responsibility is to read the other 
information and, in doing so, consider whether the other 
information is materially inconsistent with the consolidated 
and separate financial statements or our knowledge obtained 
in the audit, or otherwise appears to be materially misstated. If, 
based on the work we have performed on the other information 
obtained prior to the date of this auditor’s report, we conclude 
that there is a material misstatement of this other information, 
we are required to report that fact. We have nothing to report in 
this regard.

Responsibilities of the directors for the 
consolidated and separate financial statements
The directors are responsible for the preparation and fair 
presentation of the consolidated and separate financial 
statements in accordance with International Financial Reporting 
Standards and the requirements of the Companies Act of South 
Africa, and for such internal control as the directors determine 
is necessary to enable the preparation of consolidated and 
separate financial statements that are free from material 
misstatement, whether due to fraud or error.

In preparing the consolidated and separate financial statements, 
the directors are responsible for assessing the Group and 
Company’s ability to continue as a going concern, disclosing, as 
applicable, matters related to going concern and using the going 

concern basis of accounting unless the directors either intend to 
liquidate the group and/or Company or to cease operations, or 
have no realistic alternative but to do so.

Auditor's responsibilities for the audit of the 
consolidated and separate financial statements
Our objectives are to obtain reasonable assurance about 
whether the consolidated and separate financial statements as 
a whole are free from material misstatement, whether due to 
fraud or error, and to issue an auditor's report that includes our 
opinion. Reasonable assurance is a high level of assurance, but 
is not a guarantee that an audit conducted in accordance with 
ISAs will always detect a material misstatement when it exists. 
Misstatements can arise from fraud or error and are considered 
material if, individually or in the aggregate, they could 
reasonably be expected to influence the economic decisions 
of users taken on the basis of these consolidated and separate 
financial statements.

As part of an audit in accordance with ISAs, we exercise 
professional judgement and maintain professional scepticism 
throughout the audit. We also:

• Identify and assess the risks of material misstatement of the 
consolidated and separate financial statements, whether 
due to fraud or error, design and perform audit procedures 
responsive to those risks, and obtain audit evidence that is 
sufficient and appropriate to provide a basis for our opinion. 
The risk of not detecting a material misstatement resulting 
from fraud is higher than for one resulting from error, as 
fraud may involve collusion, forgery, intentional omissions, 
misrepresentations, or the override of internal control.

• Obtain an understanding of internal control relevant to the 
audit in order to design audit procedures that are appropriate 
in the circumstances, but not for the purpose of expressing 
an opinion on the effectiveness of the Group's and Company's 
internal control.

• Evaluate the appropriateness of accounting policies used 
and the reasonableness of accounting estimates and related 
disclosures made by the directors.

• Conclude on the appropriateness of the directors' use of the 
going concern basis of accounting and based on the audit 
evidence obtained, whether a material uncertainty exists 
related to events or conditions that may cast significant doubt 
on the Group and Company’s ability to continue as a going 
concern. If we conclude that a material uncertainty exists, we 
are required to draw attention in our auditor's report to the 
related disclosures in the consolidated and separate financial 
statements or, if such disclosures are inadequate, to modify 
our opinion. Our conclusions are based on the audit evidence 
obtained up to the date of our auditor's report. However, 
future events or conditions may cause the Group and/or 
Company to cease to continue as a going concern.

Report on other legal and regulatory 
requirements
In terms of the IRBA Rule published in Government Gazette 
Number 39475 dated 4 December 2015, we report that 
KPMG Inc. has been the auditor of Salungano Group Limited for 
one year.

KPMG Inc.
Registered Auditor

Per N Matanzima
Chartered Accountant (SA)
Registered Auditor
Director
4 July 2022

KPMG Crescent
85 Empire Road
Parktown
2193

Independent auditor’s report | continued
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Statements of profit or loss and other  
comprehensive income
for the year ended 31 March 2022

Statements of financial position
as at 31 March 2022

Group Company

Notes
2022

R’000
2021

R’000
2022

R’000
2021

R’000

Assets
Non-current assets 3 048 238 2 848 954 762 184 699 618
Property, plant and equipment 3 2 504 013 2 449 938 361 497
Right-of-use assets 4 4 291 6 673 – 106
Investment property 5 709 709 – –
Goodwill 6 49 660 52 611 – –
Intangible assets 7 13 248 9 451 1 942 2 727
Investments in subsidiaries 8 – – 693 562 693 562
Investments in joint ventures 9 – 27 548 – –
Loan to joint venture 11 23 751 – – –
Restricted investments 10 115 983 81 529 – –
Other receivables 12 63 105 – 63 105 –
Lease receivables 13 176 363 183 606 – –
Deferred tax 14 86 241 26 799 3 214 2 726
Prepaid royalty 15 2 559 3 346 – –
Restricted cash 18 8 315 6 744 – –
Current assets 1 382 777 1 189 593 1 008 769 1 184 102
Inventories 16 421 380 265 700 – –
Loans to group companies 11 – – 978 365 1 103 207
Trade and other receivables 17 679 803 558 558 29 834 24 581
Other receivables 12 – 55 906 – 55 906
Lease receivables 13 9 192 62 299 – –
Prepaid royalty 15 1 281 1 478 – –
Current tax receivable 267 7 087 – 269
Cash and cash equivalents 18 270 854 238 565 570 139

Total assets 4 431 015 4 038 547 1 770 953 1 883 720

Equity and liabilities
Equity 812 272 848 751 530 092 529 405
Share capital 19 630 372 629 838 630 372 629 838
Reserves (12 263) (12 421) 14 649 14 555
Retained income/(accumulated loss) 194 163 231 334 (114 929) (114 988)
Liabilities
Non-current liabilities 1 719 723 1 420 950 – –
Lease liabilities 22 124 606 191 100 – –
Deferred tax 14 205 377 231 044 – –
Environmental rehabilitation provision 23 1 389 740 998 806 – –
Current liabilities 1 899 020 1 768 846 1 240 861 1 354 315
Trade and other payables 24 1 033 652 689 883 19 807 21 013
Loans from group companies 25 – – 443 114 328 732
Interest-bearing borrowings 20 678 873 926 606 678 873 931 381
Financial liabilities at amortised cost 21 – 1 090 – –
Lease liabilities 22 75 454 69 200 – 125
Current tax payable 12 623 8 056 676 –
Environmental rehabilitation provision 23 – 947 – –
Bank overdraft 18 98 418 73 064 98 391 73 064

Total liabilities 3 618 743 3 189 796 1 240 861 1 354 315
Total equity and liabilities 4 431 015 4 038 547 1 770 953 1 883 720

Group Company

Notes
2022

R’000
2021

R’000
2022

R’000
2021

R’000

Revenue 26 5 138 882 3 902 631 169 740 178 124

Cost of sales 27 (4 587 856) (3 491 248) – –

Gross profit 551 026 411 383 169 740 178 124

Operating income 28 29 182 35 599 229 40

Movement in credit loss allowances 28 (54 873) (1 715) (2 715) –

Operating expenses (324 868) (285 298) (95 313) (122 501)

Loss on disposal of assets – (3 884) – 2

Impairment of goodwill 6 (2 951) (21 026) – –

Impairment of investments in joint ventures 9 (59 390) – – –

Operating profit/(loss) 28 138 126 135 059 71 941 55 665

Interest income 29 22 790 26 425 – –

Finance costs 30 (180 983) (180 939) (69 520) (88 287)

Income from equity-accounted investments 9 (17 458) (307) – –

(Loss)/profit before taxation (37 525) (19 762) 2 421 (32 622)

Taxation 31 354 (16 064) (2 362) (10 244)

(Loss)/profit for the year (37 171) (35 826) 59 (42 866)

Other comprehensive income – – – –

Total comprehensive (loss)/income for the year (37 171) (35 826) 59 (42 866)

Earnings per share

Per share information

Basic (loss)/earnings per share (cents) 42 (9.06) (8.74)

Diluted (loss)/earnings per share (cents) 42 (9.06) (8.74)
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Statements of changes in equity
for the year ended 31 March 2022

Group

Share 
capital 
R’000

Share-
based

payment 
reserve 

R’000

Other 
non-

distri-
butable
reserve

R’000

Total 
reserves

R’000

Retained
income/

(accumu-
lated

loss)
R’000

Total
equity
R’000

Balance as at 1 April 2020 629 838 13 160 (27 113) (13 953) 267 160 883 045

Loss for the year – – – – (35 826) (35 826)

Employee share option scheme 
(note 19) – 1 532 – 1 532 – 1 532

Balance as at 1 April 2021 629 838 14 692 (27 113) (12 421) 231 334 848 751

Loss for the year – – – – (37 171) (37 171)

Employee share option scheme 534 (534) – (534) – –

Shares exercised:

Employee share option scheme 
(note 38) – 692 – 692 – 692

Balance as at 31 March 2022 630 372 14 850 (27 113) (12 263) 194 163 812 272

Notes 19 38

Company

Share 
capital 
R’000

Share-
based

payment 
reserve 

R’000

Other 
non-

distri-
butable
reserve

R’000

Total 
reserves

R’000

Retained
income/

(accumu-
lated

loss)
R’000

Total
equity
R’000

Balance as at 1 April 2020 629 838 13 160 – 13 160 (72 122) 570 876

Loss for the year – – – – (42 866) (42 866)

Employee share option scheme 
(note 19) – 1 395 – 1 395 – 1 395

Balance as at 1 April 2021 629 838 14 555 – 14 555 (114 988) 529 405

Profit for the year – – – – 59 59

Employee share option scheme 534 (534) – (534) – –

Shares exercised:

Employee share option scheme 
(note 38) – 628 – 628 – 628

Balance as at 31 March 2022 630 372 14 649 – 14 649 (114 929) 530 092

Notes 19 38

Group Company

Notes
2022

R’000
2021

R’000
2022

R’000
2021

R’000

Cash flows from operating activities

Cash generated from/(used in) operations 32 671 655 773 202 (7 221) (9 398)

Interest income received 14 575 20 050 67 066 76 062

Finance costs paid (96 633) (109 330) (79 536) (87 184)

Tax paid 33 (73 368) (50 371) (1 903) (2 316)

Net cash from operating activities 516 229 633 551 (21 594) (22 836)

Cash flows from investing activities

Purchase of property, plant and equipment 3 (150 087) (419 539) (72) (64)

Proceeds on sale of property, plant and equipment 3 42 2 – 2

Purchase of other intangible assets 7 (4 114) (2 236) (372) (1 934)

Lease payments received 13 60 960 60 349 – –

Purchase of rehabilitation investment (32 586) (23 660) – –

Repayment of loans to group companies – – 239 497 8 239

Loan advanced to joint venture (32 012) – – –

Purchase of investment in joint venture (49 300) – – –

Net cash from investing activities (207 097) (385 084) 239 053 6 243

Cash flows from financing activities

Proceeds on share options exercised 19 534 – 534 –

Proceeds from loans from group companies – – (273) (3 983)

Proceeds from borrowings – 120 000 – 120 000

Repayment of borrowings (242 491) (76 769) (242 491) (76 769)

Repayment of other financial liabilities – (1 997) – –

Repayment of lease liabilities (60 240) (55 243) (125) –

Acquisition of additional shares in subsidiary from minorities* – (16 572) – –

Net cash from financing activities (302 197) (30 581) (242 355) 39 248

Total cash movement for the year 6 935 217 886 (24 896) 22 655

Cash at the beginning of the year 165 501 (52 385) (72 925) (95 580)

Total cash at the end of the year 18 172 436 165 501 (97 821) (72 925)

*	 The	acquisition	of	shares	in	subsidiary	from	non-controlling	interest	relates	to	the	shares	in	Neosho	Trading	86	Proprietary	Limited	which	occurred	during	the	
financial	year	ended	31	March	2020.	The	cash	movement	relates	to	the	payment	for	the	acquired	minority	share	in	line	with	the	purchase	agreement.

Statements of cash flows
for the year ended 31 March 2022
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1. Presentation of the consolidated 
annual financial statements
The consolidated financial statements have been prepared in 
accordance with International Financial Reporting Standards 
(“IFRS”), Companies Act and the JSE Listings Requirements.

The principal accounting policies adopted and the methods 
of computation used in the preparation of these consolidated 
financial statements are set out below and are consistent in 
all material respects with those applied during the previous 
year, except for those changes which have occurred as a result 
of the adoption of new and amended IFRS, interpretations and 
circulars as disclosed in note 2.

The consolidated financial statements have been prepared on 
the historical cost basis and incorporate the principal accounting 
policies set out below. They are presented in South African 
rands and are prepared in accordance with the recognition and 
measurement criteria of IFRS and its interpretations adopted 
by the International Accounting Standards Board in issue and 
effective for the entity as at 31 March 2022, and the SAICA 
Financial Reporting Guides as issued by the Accounting Practices 
Committee and Financial Reporting Pronouncements as issued 
by the Financial Reporting Standards Council.

1.1 Consolidation
Basis of consolidation
The consolidated financial statements incorporate the 
consolidated financial statements of the group and all entities, 
including structured entities, which are controlled by the group.

Control exists when the group is exposed, or has rights, to 
variable returns from its involvement with the entity and has the 
ability to affect those returns through its power over the entity.

The results of subsidiaries are included in the consolidated 
financial statements from the effective date of acquisition to the 
effective date of disposal.

Adjustments are made when necessary to the consolidated 
financial statements of subsidiaries to bring their accounting 
policies in line with those of the group.

All intra-group transactions, balances, income and expenses are 
eliminated in full on consolidation.

The difference between the fair value of consideration paid or 
received and the movement in non-controlling interest for such 
transactions is recognised in equity attributable to the owners of 
the parent.

.

2. New standards and interpretations
2.1 Standards and interpretations effective and 
adopted in the current year
In the current year, the group has adopted the following 
standards and interpretations that are effective for the current 
financial year and that are relevant to its operations:

Interest Rate Benchmark Reform – Phase 2: Amendment 
to IFRS 7
The amendment sets out additional disclosure requirements 
related to interest rate benchmark reform. 

The effective date of the group is for years beginning on or after 
1 January 2021.

The group has adopted the amendment for the first time in the 
2022 consolidated and separate annual financial statements. 
The impact of the amendment is not material. The group has 
applied the standard prospectively.

Interest Rate Benchmark Reform – Phase 2: Amendment 
to IFRS 9
When there is a change in the basis for determining the 
contractual cash flows of a financial asset or financial liability 
that is required by interest rate benchmark reform then the 
entity is required to apply paragraph B5.4.5 as a practical 
expedient. This expedient is only available for such changes in 
the basis of determining contractual cash flows.

Additional temporary exemptions from applying specific 
hedge accounting requirements as well as additional rules 
for accounting for qualifying hedging relationships and the 
designation of risk components have been added to hedge 
relationships specifically impacted by interest rate benchmark 
reform.

The effective date of the group is for years beginning on or after 
1 January 2021.

The group has adopted the amendment for the first time in the 
2022 consolidated and separate annual financial statements.

The impact of the amendment is not material. The group has 
applied the standard prospectively.

Interest Rate Benchmark Reform – Phase 2: Amendment 
to IFRS 16
If there is a lease modification as a result of the interest rate 
benchmark reform, then as a practical expedient the lessee is 
required to apply paragraph 42 of IFRS 16 to account for the 
changes by remeasuring the lease liability to reflect the revised 
lease payment. The amendment only applies to modifications as 
a result of the interest rate benchmark reform.

The effective date of the group is for years beginning on or after 
1 January 2021.

The group has adopted the amendment for the first time in the 
2022 consolidated and separate annual financial statements. 

The impact of the amendment is not material. The group has 
applied the standard prospectively.

COVID-19-related Rent Concessions: Amendment to 
IFRS 16
The COVID-19 pandemic has resulted in an amendment to 
IFRS 16: Leases. Lessees may elect not to assess whether a rent 
concession that meets the conditions in paragraph 46B is a lease 
modification. If this election is applied, then any change in lease 
payments must be accounted for in the same way as a change 
would be accounted for it were not a lease modification. This 
practical expedient only applies to rent concessions occurring as 
a direct consequence of the COVID-19 pandemic and only if:

• the change in lease payments results in revised consideration 
for the lease that is substantially the same as, or less than, the 
consideration for the lease immediately preceding the change;

• any reduction in lease payments affects only payments 
originally due on or before 30 June 2022; and

• there is no substantive change to other terms and conditions 
of the lease.

The effective date of the amendment is for years beginning on or 
after 1 June 2020.

The group has adopted the amendment for the first time in the 
2022 consolidated and separate annual financial statements.

The impact of the amendment is not material. The group has 
applied the standard prospectively.

2.2 Standards and interpretations not yet 
effective
The group has chosen not to early adopt the following standards 
and interpretations, which have been published and are 
mandatory for the group’s accounting periods beginning on or 
after 1 April 2022 or later periods:

Deferred tax related to assets and liabilities arising from 
a single transaction: Amendment to IAS 12
The amendment adds an additional requirement for 
transactions which will not give rise to the recognition of a 
deferred tax asset or liability on initial recognition. Previously, 
deferred tax would not be recognised on the initial recognition 
of an asset or liability in a transaction which is not a business 
combination and at the time of the transaction affects neither 
accounting profit or loss. The additional requirement provides 
that the transaction, at the time of the transaction, must not 
give rise to equal taxable and deductible temporary differences.

The effective date of the amendment is for years beginning on or 
after 1 January 2023.

It is unlikely that the amendment will have a material impact 
on the group’s consolidated and separate annual financial 
statements.

Disclosure of accounting policies: Amendments to IAS 1 
and IFRS Practice Statement 2
IAS 1 was amended to require that only material accounting 
policy information shall be disclosed in the consolidated and 
separate annual financial statements. The amendment will not 
result in changes to measurement or recognition of financial 
statement items, but management will undergo a review of 
accounting policies to ensure that only material accounting 
policy information is disclosed.

The effective date of the amendment is for years beginning on or 
after 1 January 2023.

It is unlikely that the amendment will have a material impact 
on the group’s consolidated and separate annual financial 
statements.

Definition of accounting estimates: Amendment to IAS 8
The definition of accounting estimates was amended so that 
accounting estimates are now defined as “monetary amounts in 
consolidated and separate annual financial statements that are 
subject to measurement uncertainty.”

The effective date of the amendment is for years beginning on or 
after 1 January 2023.

It is unlikely that the amendment will have a material impact 
on the group’s consolidated and separate annual financial 
statements.

Classification of liabilities as current or non-current: 
Amendment to IAS 1
The amendment changes the requirements to classify a liability 
as current or non-current. If an entity has the right at the end 
of the reporting period, to defer settlement of a liability for at 
least 12 months after the reporting period, then the liability is 
classified as non-current.

If this right is subject to conditions imposed on the entity, then 
the right only exists, if, at the end of the reporting period, the 
entity has complied with those conditions.

In addition, the classification is not affected by the likelihood 
that the entity will exercise its right to defer settlement. 
Therefore, if the right exists, the liability is classified as non-
current even if management intends or expects to settle the 
liability within 12 months of the reporting period. Additional 
disclosures would be required in such circumstances.

The effective date of the amendment is for years beginning on or 
after 1 January 2023. 

The impact of this amendment is currently being assessed.

Notes to the consolidated and separate 
financial statements
for the year ended 31 March 2022
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2. New standards and interpretations 
continued
2.2 Standards and interpretations not yet 
effective continued

Annual Improvement to IFRS Standards 2018 – 2020: 
Amendment to IFRS 1
A subsidiary that uses the cumulative translation differences 
exemption, may elect in its financial statements, to measure 
cumulative translation differences for all foreign operations 
at the carrying amount that would be included in the parent's 
consolidated financial statements, based on the parent's date of 
transition to IFRS if no adjustments were made for consolidation 
procedures and for the effects of the business combination in 
which the parent acquired the subsidiary.

The effective date of the group is for years beginning on or after 
1 January 2022.

It is unlikely that the amendment will have a material impact 
on the group’s consolidated and separate annual financial 
statements.

Reference to the Conceptual Framework: Amendment to 
IFRS 3
The amendment makes reference to the Conceptual Framework 
for Financial Reporting issued in 2018 rather than to the 
International Accounting Standards Committee Framework for 
the Preparation and Presentation of Financial Statements. The 
amendment specifically points to the treatment of liabilities 
and contingent liabilities acquired as part of a business 
combination, and which are in the scope of IAS 37: Provisions,	
Continent	Liabilities	and	Contingent	Assets or IFRIC 21: Levies. It 
clarifies that the requirements of IAS 37 or IFRIC 21 should be 
applied to provisions, contingent liabilities or levies to determine 
if a present obligation exists at the acquisition date. The 
amendment further clarifies that contingent assets of acquirees 
should not be recognised as part of the business combination.

The effective date of the group is for years beginning on or after 
1 January 2022.

It is unlikely that the amendment will have a material impact 
on the group’s consolidated and separate annual financial 
statements.

Annual Improvement to IFRS Standards 2018 – 2020: 
Amendments to IFRS 9, IFRS 1, IFRS 16 and IAS 41
The amendment concerns fees in the “10 percent” test for 
derecognition of financial liabilities. Accordingly, in determining 
the relevant fees, only fees paid or received between the 
borrower and the lender are to be included.

The effective date of the group is for years beginning on or after 
1 January 2022.

It is unlikely that the amendment will have a material impact 
on the group’s consolidated and separate annual financial 
statements.

Property, Plant and Equipment: Proceeds before Intended 
Use: Amendment to IAS 16
The amendment relates to examples of items which are included 
in the cost of an item of property, plant and equipment. Prior 
to the amendment, the costs of testing whether the asset is 
functioning properly were included in the cost of the asset 
after deducting the net proceeds of selling any items which 
were produced during the test phase. The amendment now 
requires that any such proceeds and the cost of those items 
must be included in profit or loss in accordance with the related 
standards. Disclosure of such amounts is now specifically 
required.

The effective date of the group is for years beginning on or after 
1 January 2022.

It is unlikely that the amendment will have a material impact 
on the group’s consolidated and separate annual financial 
statements.

Onerous Contracts – Cost of Fulfilling a Contract: 
Amendment to IAS 37
The amendment defined the costs that are included in the cost 
of fulfilling a contract when determining the amount recognised 
as an onerous contract. It specifies that the cost of fulfilling a 
contract comprises the costs that relate directly to the contract. 
These are both the incremental costs of fulfilling the contract 
as well as an allocation of other costs that relate directly to 
fulfilling contracts (for example, depreciation allocation).

The effective date of the group is for years beginning on or after 
1 January 2022.

It is unlikely that the amendment will have a material impact 
on the group’s consolidated and separate annual financial 
statements.

3. Property, plant and equipment
Accounting policies relating to property, plant 
and equipment
An item of property, plant and equipment is recognised as 
an asset when it is probable that future economic benefits 
associated with the item will flow to the group, and the cost 
of the item can be measured reliably. Property, plant and 
equipment is initially measured at cost. Costs include costs 
incurred initially to acquire or construct an item of property, 
plant and equipment and costs incurred subsequently, which 
meet the recognition criteria, to add to, replace part of, or 
service it. If a replacement cost is recognised in the carrying 

amount of an item of property, plant and equipment, the carrying amount of the replaced part is derecognised. All other repairs and 
maintenance are charged to the statement of profit or loss and other comprehensive income during the financial period in which they 
are incurred. The initial estimate of the costs of dismantling and removing an item and restoring the site on which it is located is also 
included in the cost of property, plant and equipment, where the group is obligated to incur such expenditure, and where the obligation 
arises as a result of acquiring the asset or using it for purposes other than the production of inventories. Property, plant and equipment 
is subsequently stated at cost less accumulated depreciation and any accumulated impairment losses, except for land which is stated 
at cost less any accumulated impairment losses. Land is not depreciated.

Property, plant and equipment are depreciated on the basis as disclosed below. Assets under construction include costs incurred with 
regard to mine development and are transferred to relevant asset classes when ready for their intended use. Mine development assets 
are initially measured at cost, and are subsequently assessed for impairment on an annual basis.

The useful lives of items of property, plant and equipment have been assessed as follows:

Item Depreciation method Average useful life

Buildings Straight-line 50 years

Furniture and fixtures Straight-line 3 years

Motor vehicles Straight-line 5 years

Office equipment Straight-line 3 years

IT equipment Straight-line 3 years

Mining properties, plant and machinery Units-of-production Estimated run of mine (“ROM”) tonnes

Mining properties and mineral assets are depreciated on a 
unit-of-production basis, in proportion to the ROM tonnes 
of coal extracted in the year compared with total proven and 
probable reserves at the beginning of the year, once in the form 
intended for use by management. The residual value, useful life 
and depreciation method of each asset are reviewed at the end 
of each reporting year. If the expectations differ from previous 
estimates, the change is accounted for prospectively as a change 
in accounting estimate. The depreciation charge for each year is 
recognised in profit or loss.

Impairment tests are performed on property, plant and 
equipment when there is an indicator that they may be impaired. 
When the carrying amount of an item of property, plant 
and equipment is assessed to be higher than the estimated 
recoverable amount, an impairment loss is recognised 
immediately in profit or loss to bring the carrying amount in 
line with the recoverable amount. An item of property, plant 
and equipment is derecognised on disposal or when no future 
economic benefits are expected from its continued use or 
disposal. Any gain or loss arising from the derecognition of 
an item of property, plant and equipment, determined as the 
difference between the net disposal proceeds and the carrying 
amount of the item, is included in profit or loss when the item 
is derecognised.

Deferred stripping
Stripping assets are depreciated over a fixed period of 12 months, 
being the average estimated time to mine through a production 
cut. The group identifies a production cut as a component, being 
the smallest measurable portion of the coal reserve within a 
pit, which the stripping activity provides direct access to and 
is usually identified through survey results. The depreciation 
period of 12 months is reviewed annually to ensure a relevant 
depreciation period is applied.

Depreciation of stripping assets will be accelerated where the 
strip ratio for the month is lower than the average life of mine 
strip ratio less 15%. The objective of accelerating depreciation 
is to ensure stripping costs are appropriately allocated to units 
of coal production and to prevent deferral of stripping costs 
beyond the period of subsequently realising the benefit of the 
deferred stripping cost.
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3. Property, plant and equipment continued

Accounting policies relating to property, plant 
and equipment continued

Significant judgements and assumptions made by 
management in applying the related accounting policies
The determination of the useful economic life and residual 
values of property, plant and equipment is subject to 
management estimation. The company regularly reviews all of 
its depreciation rates and residual values to take account of any 
changes in circumstances, and any changes that could affect 
prospective depreciation charges and asset carrying values. The 
estimation of reserves impacts the depreciation of property, 
plant and equipment and the recoverable amount of property, 
plant and equipment. Furthermore, the valuation and timing 
of the rehabilitation expenditure is affected by the reserve 
estimates. Factors impacting the determination of proved and 
probable reserves are:

• the grade of mineral reserves may vary significantly from time 
to time (i.e. differences between actual grades mined and 
resource model grades);

• differences between actual commodity prices and commodity 
price assumptions;

• unforeseen operational issues at mine sites;

• changes in capital, operating, mining, processing and 
reclamation costs, discount rates and foreign exchange rates; 
and

• expectations regarding future profitability would impact the 
decision to continue mining and consequently the continued 
classification as proved and probable mineral reserves.

Impairment testing
The recoverable amounts of cash-generating units (“CGU”) and 
individual assets have been determined based on the higher 
of the value-in-use calculations and fair values less cost of 
disposal. These calculations require the use of estimates and 
assumptions. It is reasonably possible that the assumptions 
may change which may then impact the group’s estimations and 
may then require a material adjustment to the carrying value of 
goodwill and tangible assets (refer to notes 3, 6 and 7).

The group reviews and tests the carrying value of assets when 
events or changes in circumstances suggest that the carrying 
amount may not be recoverable. Management performed 
an assessment of whether or not there were any impairment 
indicators using the guidance in IAS 36:	Impairment	of	Assets and 
notes the following impairment indicators:

• The group’s net asset value exceeded the group’s market 
capitalisation; and

• Expiry of sales agreements with Eskom for two operations.

Estimates are made in determining the recoverable amount of 
assets which includes the estimation of cash flows and discount 
rates used. In estimating cash flows, the group bases cash flow 
projections on reasonable and supportable assumptions that 
represent the group’s best estimate of the range of economic 
conditions that will exist over the remaining useful life of the 
assets.

The discount rates used are post-tax risk-adjusted weighted 
average cost of capital (“WACC”).

COVID-19 has not had much of an impact on sales volumes in 
the current financial year and there has been an increase in sales 
compared to the prior year. The production of Vanggatfontein 
was put on hold in the last month of the financial year, but sales 
through rectification have continued from existing stockpiles.

The increase in export sales prices and demand enabled the 
group to enter the export market in the last month of the 
financial year. Exports are from Vanggatfontein and Elandspruit.

The group utilises its WACC rate in assessing the impairment 
models. In determining the WACC rate for discounting, 
management utilised the year-end rates (which were natively 
higher due to the current market conditions). The rate was then 
further risk-adjusted to compensate for the uncertainty of the 
pandemic.

3. Property, plant and equipment continued

 Property, plant and equipment – composition and analysis
Group

2022 2021

Cost 
R’000

Accumulated
depreciation

and
impairment 

R’000

Carrying
value

R’000
Cost 

R’000

Accumulated
depreciation

and
impairment 

R’000

Carrying
value

R’000

Land 115 114 – 115 114 115 114 – 115 114

Buildings 8 124 (5 053) 3 071 7 992 (4 655) 3 337

Mining properties, plant and 
machinery* 3 971 931 (1 592 782) 2 379 149 4 839 137 (2 742 655) 2 096 482

Furniture and fixtures 4 196 (3 356) 840 3 768 (3 229) 539

Motor vehicles 24 691 (21 614) 3 077 23 127 (20 302) 2 825

IT equipment 14 551 (13 993) 558 16 419 (13 624) 2 795

Assets under construction 2 204 – 2 204 228 846 – 228 846

Total 4 140 811 (1 636 798) 2 504 013 5 234 403 (2 784 465) 2 449 938

*	 In	the	current	year,	an	adjustment	of	R1,588	million	was	processed	against	the	cost	and	accumulated	depreciation	of	mining	properties,	plant	and	
machinery	to	derecognise	fully	amortised	deferred	stripping	assets.

Company

2022 2021

Cost 
R’000

Accumulated
depreciation

and
impairment 

R’000

Carrying
value

R’000
Cost 

R’000

Accumulated
depreciation

and
impairment 

R’000

Carrying
value

R’000

Furniture and fixtures 1 283 (1 076) 207 1 275 (1 027) 248

IT equipment 939 (785) 154 874 (625) 249

Total 2 222 (1 861) 361 2 149 (1 652) 497
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3. Property, plant and equipment continued

 Reconciliation of the carrying value of property, plant and equipment
2Group 022

Opening
balance 

R’000
Additions 

R’000
Disposals

R’000
Transfers 

R’000
Depreciation

R’000
Total

R’000

2022

Land 115 114 – – – – 115 114

Buildings 3 337 133 – – (399) 3 071

Mining properties, plant  
and machinery 2 096 482 481 831 – 239 176 (438 341) 2 379 149

Furniture and fixtures 539 427 – – (126) 840

Motor vehicles 2 825 1 634 – – (1 382) 3 077

IT equipment 2 795 395 – (2 275) (363) 558

Assets under construction 228 846 12 534 – (239 176) – 2 204

Total 2 449 938 496 955 – (2 275) (440 611) 2 504 013

2021

Land* 115 114 – – – – 115 114

Buildings* 3 661 92 – – (416) 3 337

Mining properties, plant  
and machinery 2 050 590 442 978 (3 655) 13 127 (406 558) 2 096 482

Furniture and fixtures 826 – (32) – (255) 539

Motor vehicles 4 094 449 (207) – (1 511) 2 825

IT equipment 2 691 1 838 (1 296) – (438) 2 795

Assets under construction 26 157 221 809 (3 763) (15 176) (181) 228 846

Total 2 203 133 667 166 (8 953) (2 049) (409 359) 2 449 938

*	 Land	and	buildings	was	previously	disclosed	as	one	balance.

3. Property, plant and equipment continued

 Reconciliation of the carrying value of property, plant and equipment continued

2Company 022

Opening
balance 

R’000
Additions 

R’000
Disposals

R’000
Transfers 

R’000
Depreciation

R’000
Total

R’000

2022

Furniture and fixtures 248 8 – – (49) 207

IT equipment 249 64 – – (159) 154

497 72 – – (208) 361

2021

Plant and machinery 1 059 – – (1 059) – –

Furniture and fixtures 456 – – – (208) 248

IT equipment 371 64 (1) – (185) 249

1 886 64 (1) (1 059) (393) 497

 Property, plant and equipment encumbered as security
Under the refinanced debt package disclosed in long-term borrowings (note 20), the group has encumbered all of its property, 
plant and equipment as noted above.

A register containing the information required by Regulation 25(3) of the Companies Regulations, 2011, is available for inspection 
at the registered office of the company.

 Impairment and reversal of impairment
The group’s mining operations have evolved significantly over the years, with significant amounts being capitalised to mining 
properties. Mining plans are continuously revised and updated in order to confirm that sufficient headroom exists. Management 
performs impairment assessments for all the operations within the group.

The impairment assessment model is based on a fair value less costs of disposal model which is based on the future estimated 
cash flows discounted to net present value at a real post-tax discount rate over the projected life of mine or expected project 
length.
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3. Property, plant and equipment continued

 Impairment inputs
The group assessed the impact of COVID-19 on the impairment calculations, and except for the Trading business, has found 
the impact to be minimal on the other operations. The reason for this being that the mining operations supply most of their 
coal to Eskom in terms of long-term supply contract mainly at Moabsvelden and is still pursuing contract for Vanggatfontein. 
Furthermore, the group has not identified any significant long- term downturn in sales volumes to other customers nor have they 
made any material concessions or payment arrangements with customers. The impairment recorded in the Trading business was 
the result of a lower growth rate being applied in the model, compared to prior years due to the longer-term bearish outlook for 
the coal sector as the world moves to renewable sources of energy.

The impairment model has been refined in line with IAS 36 of the accounting standards in determining the various inputs for 
the WACC calculation, which resulted in a more conservative WACC being used in the models, compared to an industry-aligned 
calculation. This also impacted the Trading impairment calculation significantly. Overall, the impairment tests were conducted more 
conservatively and were interrogated more stringently and rigorously by management in order to compensate for the uncertainty in 
the market and other Esckom contracts.

The impairment model has been evaluated per operation with a few of the key inputs remaining unchanged for the different 
operations.

 General
• Pre-tax discount rate: 16.0% (2021: 16.9%) (refer to note 20 for more details);

• Average inflation: 4.47% (2021: 4.27%) – all operations;

• Sales growth: Trading – 2.5%; and

• Mining operations – the annual revenues forecast is based on the available saleable product driven by the life of mine plan, 
with minimal stock holding.

 Assumptions and inputs to the impairment test

Khanyisa Elandspruit Vanggatfontein Moabsvelden

2022

Life of mines/project length 1 year 3 years 6 years 9 years

Capitalised cost Rnil R48 million R403 million R471 million 

Nominal revenue growth 
assumptions

Index-driven 4% Index-driven 4% Index-driven 4% Index-driven 4% 

Nominal discount rate applied 15.6% 15.6% 15.6% 15.6%

Production volumes (tonnes) 413 086 6 595 330 15 977 076 25 150 897

Sensitivity 25.5% increase in 
cost is unlikely 

to result 
in an impairment

9% increase in 
cost is unlikely

to result 
in an impairment

3.8% increase in 
cost is unlikely

to result 
in an impairment

12.1% increase in 
cost is unlikely

to result
 in an impairment

2021

Life of mines/project length 2 years 4 years 10 years 10 years

Capitalised cost R84 million R160 million R465 million R505 million 

Nominal revenue growth 
assumptions

Index-driven 4% Index-driven 4% Index-driven 4% Index-driven 4% 

Nominal discount rate applied 16.9% 14.6% 16.9% 16.9%

Production volumes (tonnes) 1 831 445 10 821 626 25 217 038 28 596 773

Sensitivity 31.8% increase in 
cost will not result 

in an impairment

12.5% increase in 
cost will not result

 in an impairment

1% increase in 
cost will not result

 in an impairment

9.1% increase in 
cost will not result 

in an impairment

3. Property, plant and equipment continued

 Assumptions and inputs to the impairment test continued

Through the performance of the impairment testing, the group determined that the impairment tests were more sensitive to 
changes in cost of production than to changes in the discount rate. Key inputs are production output and costs, expected selling 
price, discount rate and life of mine.

Changes of 1% in the discount rate to each of the models had an immaterial impact on the recoverable amount of the assets.

From the impairment test process, the group identified that the Vanggatfontein CGU is close to break-even and therefore more 
sensitivity and estimation testing was required.

 Sensitivity on Vanggatfontein
Group

2022
Increase

by 1%

2022
Decrease

by 1%

2021
Increase

by 1%

2021
Decrease

by 1%

Sales sensitivity

Headroom/(impairment) (R'million) 142 226 80 276 33 005 (33 017)

Production sensitivity

Headroom/(impairment) (R'million) 96 506 126 005 42 281 (42 281)

Discount rate sensitivity

Headroom/(impairment) (R'million) 87 981 135 606 (29 758) 31 406

 Other information
The mining property addition included capitalised deferred stripping costs for Khanyisa, Elandspruit and Vanggatfontein Mines of 
R77.6 million (2021: R59.9 million) and the change in the rehabilitation estimate of R343 million (2021: R192.6 million).

The group has performed an impairment assessment on its outside LOM projects, Sterkfontein and Braakfontein. No impairment 
was recognised as the recoverable amount is more than the current carrying amounts of each project. The recoverable amounts 
and headroom were determined to be:

Recoverable 
amount

2022
R’000

Recoverable 
amount

2021
R’000

Sterkfontein 200 046 237 582

Braakfontein 144 144 156 925
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4. Right-of-use assets
 Accounting policies relating to right-of-use assets

Right-of-use assets are presented as a separate line item on the statements of financial position. The group recognises a  
right-of-use asset and a lease liability at the lease commencement date.

The right-of-use asset is initially measured at cost, which comprises the initial amount of the lease liability adjusted for any lease 
payments made at or before the commencement date, plus any initial direct costs incurred and an estimate of costs to dismantle 
and remove the underlying asset or to restore the underlying asset or the site on which it is located.

Right-of-use assets are subsequently measured at cost less accumulated depreciation and impairment losses.

Right-of-use assets are depreciated over the shorter period of the lease term and useful life of the underlying asset. However, if a 
lease transfers ownership of the underlying asset or the cost of the right-of-use asset reflects that the group expects to exercise a 
purchase option, the related right-of-use asset is depreciated over the useful life of the underlying asset.

The right-of-use asset is subsequently depreciated using the straight-line method from the commencement date to the shorter 
of the end of the lease term or the useful life. For right-of-use assets which are depreciated over their useful lives, the useful lives 
are determined consistently with items of the same class of property, plant and equipment. Refer to the accounting policy for 
property, plant and equipment for details of useful lives.

The residual value, useful life and depreciation method of each asset are reviewed at the end of each reporting year. If the 
expectations differ from previous estimates, the change is accounted for prospectively as a change in accounting estimate. Each 
part of a right-of-use asset with a cost that is significant in relation to the total cost of the asset is depreciated separately.

The depreciation charge for each year is recognised in profit or loss unless it is included in the carrying amount of another asset.

 Right-of-use assets – composition and analysis
The group’s cost of debt has been used as the incremental borrowing rate in calculating the right-of-use asset as well as the lease 
liabilities (refer to note 22).

The right-of-use assets were assessed for impairment as part of the CGUs noted under property, plant and equipment by 
including the cash flows associated with the right-of-use assets in the impairment assessment of these CGUs. The group 
determined that there were no material risks of impairment having taken the impact of the current economic events 
into account.

 Net carrying amounts of right-of-use assets
The carrying amounts of right-of-use assets are included in the following line items:

Group Company

2022
R’000

2021
R’000

2022
R’000

2021
R’000

Buildings 4 291 6 673 – 106

 Additions/disposals to right-of-use assets
Group Company

2022
R’000

2021
R’000

2022
R’000

2021
R’000

Buildings – 7 912 – –

4. Right-of-use assets continued

 Depreciation recognised on right-of-use assets
Depreciation recognised on each class of right-of-use assets, is presented below. It includes depreciation which has been 
expensed in the total depreciation charge in profit or loss (note 28).

Group Company

2022
R’000

2021
R’000

2022
R’000

2021
R’000

Buildings (2 381) (3 604) (105) (667)

5. Investment property
 Accounting policies relating to investment property

Investment property is recognised as an asset when, and only when, it is probable that the future economic benefits that are 
associated with the investment property will flow to the enterprise, and the cost of the investment property can be measured 
reliably.

Investment property is derecognised on disposal or when the investment property is permanently withdrawn from use and no 
future economic benefits are expected from its disposal. Gains and losses from disposal of investment property is determined as 
the difference between net proceeds and the carrying amount of the asset and shall be recognised in profit or loss.

Investment property is carried at cost less depreciation less any accumulated impairment losses. Depreciation is provided to write 
down the cost, less estimated residual value by equal instalments over the useful life of the property, which is as follows:

Item Useful life

Property – land Indefinite

 Investment property – composition and analysis

2022 2021

Cost 
R’000

Accumulated
depreciation

R’000

Carrying
value

R’000
Cost 

R’000

Accumulated
depreciation 

R’000

Carrying
value

R’000

Group
Investment property 709 – 709 709 – 709

 Reconciliation of investment property 

2022 2021

Opening
balance

R’000
Total

R’000

Opening
balance

R’000
Total

R’000

Group
Buildings 709 709 709 709
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5. Investment property continued

 Reconciliation of investment property continued

The fair value was assessed at Level 1 on the fair value hierarchy and was based on comparable transactions in the area 
(market approach). The fair value of the property was valued at R907 000 (2021: R1 000 000).

The investment property is held by the group’s property investment company, Blanford 006 Proprietary Limited. The latest valuation 
performed has been deemed to be reflective of current market conditions and therefore has been assessed in February 2022.

A register containing the information required by Regulation 25(3) of the Companies Regulations, 2011, is available for inspection 
at the registered office of the company.

Investment property is encumbered as stated in note 20.

6. Goodwill
 Accounting policies relating to goodwill

Goodwill arises on the acquisition of a business and represents the excess of the consideration transferred, the amount of any 
non-controlling interest in the acquiree and the acquisition date fair value of any previous equity interest in the acquiree over the 
fair value of the identifiable net assets acquired. Goodwill is tested for impairment annually or when an impairment indicator has 
been identified and is carried at cost less accumulated impairment losses. Impairment losses on goodwill are not reversed. Gains 
and losses on the disposal of an entity include the carrying amount of goodwill relating to the entity sold.

Goodwill is allocated to CGUs for the purpose of impairment testing. The allocation is made to those CGUs or groups of CGUs 
that are expected to benefit from the business combination in which the goodwill arose.

 Impairment
The group assesses at the end of each reporting period whether there is any indication that an asset may be impaired. If any such 
indication exists, the group estimates the recoverable amount of the asset.

Irrespective of whether there is any indication of impairment, the group also tests goodwill acquired in a business combination 
for impairment annually. The impairment indicator in the current year was the lower-than-planned sales volumes as a result of a 
loss of some customers.

If there is any indication that an asset may be impaired, the recoverable amount is estimated for the individual asset. If it is not 
possible to estimate the recoverable amount of the individual asset, the recoverable amount of the CGUs to which the asset 
belongs is determined. 

The recoverable amount of an asset or a CGUs is the higher of its fair value less costs to sell and its value in use. If the recoverable 
amount of an asset is less than its carrying amount, the carrying amount of the asset is reduced to its recoverable amount. That 
reduction is an impairment loss.

An impairment loss of assets carried at cost less any accumulated depreciation or amortisation is recognised immediately in 
profit or loss.

Goodwill acquired in a business combination is, from the acquisition date, allocated to each of the CGUs.

An impairment loss is recognised for CGUs if the recoverable amount of the unit is less than the carrying amount of the units.

A reversal of an impairment loss of assets carried at cost less accumulated depreciation, or amortisation other than goodwill, is 
recognised immediately in profit or loss. An impairment can only be reversed up to the maximum amount that would have been 
recognised if the original impairment had not occurred.

6. Goodwill continued

 Goodwill – composition and analysis
2022 2021

Cost 
R’000

Accumulated
impairment

R’000

Carrying
value

R’000
Cost 

R’000

Accumulated
impairment 

R’000

Carrying
value

R’000

Group
Goodwill 73 637 (23 977) 49 660 73 637 (21 026) 52 611

 Reconciliation of goodwill 
2022 2021

Opening
balance 

R’000

Impairment
loss

R’000
Total

R’000

Opening
balance 

R’000

Impairment
loss

R’000
Total

R’000

Group
Goodwill 52 611 (2 951) 49 660 73 637 (21 026) 52 611

 Impairment of goodwill and intangible assets
Goodwill is allocated to the group’s Trading segment. The group’s enlarged coal trading business operates as one fully integrated 
segment.

The group performed its annual impairment test of its goodwill as at 31 March 2022. The recoverable amount of the CGU to which 
the goodwill has been allocated to is R65.4 million and an impairment loss of R3.0 million (2021: R21.0 million) was recognised on 
the Wescoal Trading CGU.

The recoverable amount of the relevant cash-generating unit is determined using cash flow projections from financial budgets 
approved by the directors, covering a two-year period (2021: two-year period), and applying an expected inflation and growth rate 
thereafter. This methodology is consistent with the prior year. The pre-tax discount rate applied to cash flow projections is 16.0% 
(2021: 16.9%).

The group utilises its WACC rate in assessing the impairment models. In determining the WACC rate for discounting, 
management utilised the year-end rates.

The calculation of value in use is most sensitive to the following assumptions:

• Gross margin;

• Discount rates; and

• Growth rate used to extrapolate cash flows beyond the budget period.

 Gross margins
Gross margins are from the financial budget approved by the board of directors during March 2022, which correlates with recent 
historical rates. Gross margins are expected to remain in a range of between 9% and 10% (2021: 9% and 10%).

 Discount rates
Discount rates represent the current market assessment of the risks specific to the industry, regarding the time value of money 
and individual risks of the underlying assets which have not been incorporated in the cash flow estimates. The discount rate 
calculation is based on the specific circumstances of the Trading segment. Segment-specific risk is incorporated by applying 
individual beta factors. The beta factors are evaluated annually based on publicly available market data for comparable 
companies.



Notes to the consolidated and separate financial statements | continued
for the year ended 31 March 2022

Salungano Group LimitedSalungano Group Limited 179178

Consolidated and separate annual financial statements

Integrated annual report for the year ended 31 March 2022Integrated annual report for the year ended 31 March 2022

6. Goodwill continued

 Growth rate estimates
Rates are based on management’s estimates and expectations of future operations. Annual continued growth assumed at  
2.5% each year (2021: 1.5%) was used for the next five years, with no growth thereafter.

A sensitivity analysis was performed by changing the above input assumptions as follows:

• Gross margin down by 1% results in an impairment of R34 million (2021: R27 million); 

• Discount rates up by 1% result in an impairment of R8 million (2021: R6 million); and 

• Growth rate down by 1% results in an impairment of R8 million (2021: R5 million).

Management used a 1% sensitivity as the model to assess the impairment indicated that the result was sensitive to small 
changes in these key inputs.

7. Intangible assets
 Accounting policies relating to intangible assets

An intangible asset is recognised when:

• it is probable that the expected future economic benefits that are attributable to the asset will flow to the entity; and

• the cost of the asset can be measured reliably.

Intangible assets (underground access rights and computer software) are carried at cost less any accumulated amortisation 
and any impairment losses. There are no intangible assets that have an indefinite useful life. The amortisation is provided on a 
straight-line basis over the useful life of the asset.

The amortisation period and the amortisation method for intangible assets are reviewed annually. Amortisation is provided to 
write down the intangible assets to their residual values as follows:

Item Amortisation method Useful life

Underground access right Life of mine Life of mine

Computer software Straight-line 3-5 years

 Intangible assets – composition and analysis

2022 2021

Cost 
R’000

Accumulated
amortisation

R’000

Carrying
value

R’000
Cost 

R’000

Accumulated
amortisation 

R’000

Carrying
value

R’000

Group
Underground access rights 7 513 (2 539) 4 974 7 513 (2 176) 5 337

Computer software 24 277 (16 003) 8 274 17 888 (13 774) 4 114

Total 31 790 (18 542) 13 248 25 401 (15 950) 9 451

Company
Computer software 9 829 (7 887) 1 942 9 457 (6 730) 2 727

7. Intangible assets continued

 Reconciliation of the carrying value of intangible assets
Group

Opening
balance 

R’000
Additions

R’000
Transfers

R’000

Amorti-
sation
R’000

Total
R’000

2022

Underground access rights 5 337 – – (363) 4 974

Computer software 4 114 4 114 2 275 (2 229) 8 274

Total 9 451 4 114 2 275 (2 592) 13 248

2021

Underground access rights 5 337 – – – 5 337

Computer software 3 075 2 236 1 059 (2 256) 4 114

Total 8 412 2 236 1 059 (2 256) 9 451

 Computer software
During the 2022 financial year, Wescoal Trading Proprietary Limited acquired SAP software for R4.1 million. The company 
previously used Ability which was the software that the group used prior to the acquisition of the Keaton Energy Holdings group 
in 2018. The group also acquired clocking system software for R0.9 million that is used by the mining operations.

Company

Opening
balance 

R’000
Additions

R’000
Transfers

R’000

Amorti-
sation
R’000

Total
R’000

2022

Computer software 2 727 372 – (1 157) 1 942

2021

Computer software 1 964 1 934 1 059 (2 230) 2 727

Transfers relates to computer software held by the company and transferred from IT equipment under property, plant and 
equipment (refer to note 3).

 Underground access right
During the 2017 financial year, the group entered into an agreement with Nungu Trading 341 Proprietary Limited obtaining the use 
of their access point for underground mining and the stockpile area to access the underground section of the Elandspruit mine 
and dispose of the coal from the area. The group may use the stockpile yard for the temporary storage of coal mined, prior to it 
being transported to the processing plant.

The use of the access point and stockpile area is granted on a non-exclusive basis and will be used by both Nungu and the group 
for an estimated period of three years. The right of use has been recognised as an intangible asset and the payment terms of the 
agreement are set out in note 21.
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8. Investments in subsidiaries
 Accounting policies relating to investment in subsidiaries

In the group’s separate financial statements, interests in subsidiaries are carried at cost less any accumulated impairment. The 
cost of an investment in a subsidiary is the aggregate of:

• the fair value, at the date of acquisition; plus

• any costs directly attributable to the purchase of the subsidiary.

 Investment in subsidiaries – composition and analysis
The following table lists the entities which are controlled directly by the company, and the carrying amounts of the investments 
in the company's separate financial statements. All subsidiaries of the group have a 31 March year-end.

Company

Holding Carrying amount

Name of company Held by
2022

%
2021

%
2022

R’000
2021

R’000

Keaton Energy  
Holdings Limited

Salungano Group Limited 100 100 564 203 564 203

Wescoal Trading  
Proprietary Limited*

Salungano Group Limited 100 100 66 770 66 770

Wescoal Mining  
Proprietary Limited

Salungano Group Limited 100 100 62 589 62 589

Wescoal Mineral Recoveries  
Proprietary Limited

Salungano Group Limited 100 100 – –

Wescoal Exploration 
Proprietary Limited

Wescoal Mining
Proprietary Limited (60%)
Proudafrique Trading 147 Proprietary 
Limited (40%)

100 100 – –

Blanford 006 
Proprietary Limited

Wescoal Trading Proprietary Limited 100 100 – –

Proudafrique Trading 147 
Proprietary Limited

Wescoal Mining Proprietary Limited 100 100 – –

Keaton Mining 
Proprietary Limited

Keaton Energy Holdings Limited 100 100 – –

Leeuw Braakfontein  
Colliery Proprietary Limited

Keaton Energy Holdings Limited 100 100 – –

Labohlano Trading 46 
Proprietary Limited

Keaton Energy Holdings Limited 100 100 – –

Wescoal Share  
Incentive Trust

Salungano Group Limited 100 100 – –

Neosho Trading 86 
Proprietary Limited

Keaton Energy Holdings Limited 100 100 – –

Salungano Agriculture 
Proprietary Limited

Salungano Group Limited 100 – – –

693 562 693 562

*  Impairment
The	group	assesses	at	the	end	of	the	reporting	period	whether	there	is	any	indication	that	the	assets	may	be	impaired.	The	group	determined	that	
the	investments	in	the	subsidiaries	had	been	fairly	valued	for	the	financial	year	ended	31	March	2022,	and	as	such	no	further	impairment	had	been	
recognised	for	the	current	year.	During	the	financial	year	ended	31	March	2021,	the	Wescoal	Trading	business	was	impaired	as	the	recoverable	amount	
determined	in	accordance	with	IAS	36: Impairment of Assets was	less	than	the	CGU’s	carrying	amount.	The	recoverable	amount	for	the	CGU	was	
also	used	to	determine	the	impairment	of	the	investment	in	the	separate	financial	statements	of	Salungano	Group	Limited.	During	the	prior	year,	this	
resulted	in	an	impairment	of	R6.5	million	in	the	investment	in	Wescoal	Trading	Proprietary	Limited.

8. Investments in subsidiaries continued

 Subsidiaries pledged as security
The company’s shares in subsidiaries have been pledged to Nedbank CIB as security for loans granted (refer to note 20).

 Other information
All subsidiary undertakings are included in the consolidation. The proportion of the voting rights in the subsidiary undertakings 
held directly by the parent company do not differ from the proportion of ordinary shares held.

The country of incorporation and place of business of the parent company and all subsidiaries is South Africa.

The proportion of ordinary shares held by the group equals that of the proportion of ordinary shares held by each individual 
parent company.

Name of company Nature of business Segment 2022 Segment 2021

Salungano Group Limited Investments in coal mining 
operations

Investment holding Investment holding

Keaton Energy  
Holdings Limited

Investments in coal mining 
operations

Investment holding Investment holding

Wescoal Mineral Recoveries 
Proprietary Limited

Sourcing and processing of low-
grade coal

Mining Mining

Wescoal Mining  
Proprietary Limited

Mining, processing and selling 
of coal

Mining Mining

Keaton Mining  
Proprietary Limited

Coal mining and exploration Mining Mining

Neosho Trading 86  
Proprietary Limited

Mining, exploration of coal Mining Mining

Proudafrique Trading 147 
Proprietary Limited

Investment in coal exploration 
activities

Property rental and other Property rental and other

Wescoal Exploration  
Proprietary Limited

Coal exploration Property rental and other Property rental and other

Blanford 006 Proprietary Limited Property investment Property rental and other Property rental and other

Leeuw Braakfontein Colliery 
Proprietary Limited

Coal mining and exploration Property rental and other Property rental and other

Labohlano Trading 46  
Proprietary Limited

Coal mining and exploration Property rental and other Property rental and other

Wescoal Share Incentive Trust Share incentive trust Property rental and other Property rental and other

Wescoal Trading  
Proprietary Limited

Buying, transport and selling of 
coal

Trading Trading

Salungano Agriculture  
Proprietary Limited

Agriculture Property, rental and other –
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9. Investments in joint ventures
 Accounting policies relating to joint ventures

Under IFRS 11: Joint	Arrangements, investments in joint arrangements are classified as either joint operations or joint ventures. 
The classification depends on the contractual rights and obligations of each investor, rather than the legal structure of the joint 
arrangement.

The group’s joint ventures are accounted for using the equity method after initially being recognised at cost in the consolidated 
balance sheet.

 Equity-accounted method
Under the equity method of accounting, the investments are initially recognised at cost and adjusted thereafter to recognise 
the group’s share of the post-acquisition profits or losses of the investee in profit or loss, and the group’s share of movements in 
other comprehensive income of the investee in other comprehensive income. Dividends received or receivable from associates 
and joint ventures are recognised as a reduction in the carrying amount of the investment.

When the group’s share of losses in an equity-accounted investment equals or exceeds its interest in the entity, including any 
other unsecured long-term receivables, the group does not recognise further losses, unless it has incurred obligations or made 
payments on behalf of the other entity.

 Joint ventures – composition and analysis 
Ownership interest Carrying amount

Name of company
Measurement 
method

2022
%

2021
%

2022
R’000

2021
R’000

Group
Arnot HoldCo Proprietary Limited Equity method 50 50 59 390 27 548

Impairment of joint arrangements – – (59 390) –

50 50 – 27 548

9. Investments in joint ventures continued

 Arnot transaction
Wescoal Mining Proprietary Limited had entered into an agreement with InvestCo Proprietary Limited to acquire from  
Exxaro Coal Mpumalanga Proprietary Limited, for no consideration and on a voetstoots basis, the business operated out of  
the Arnot coal mine in Mpumalanga in 2019.

The transaction is a broad-based empowerment transaction which will not only secure employment for previously retrenched 
employees but will also provide employees and affected communities around the Arnot Mine with equity participation as 
outlined in the Mining Charter III.

The Arnot group is currently 50% owned by Wescoal Mining Proprietary Limited and 50% owned by InvestCo Proprietary Limited. 
In terms of the shareholders’ agreement and option agreement, Wescoal Mining has the right to acquire all the shares of Arnot 
HoldCo Proprietary Limited from InvestCo Proprietary Limited at fair value, effectively giving Wescoal control over the company. 
This option is, however, only available for a 12-month period which is ending on 31 December 2022 and currently has not been 
exercised. We have considered whether the existence of the option agreement between Wescoal Mining and Arnot InvestCo gives 
Wescoal Mining control over Arnot HoldCo. Whether potential rights are substantive remains a highly judgemental area. Taking 
into account all facts and circumstances Wescoal Mining concluded that it does not control Arnot.

During the current financial year, Wescoal Mining Proprietary Limited completed its equity subscription in Arnot HoldCo 
Proprietary Limited and transferred R49 million for the subscription.

The Arnot company has an executive team and board separate from the Salungano group consisting of four directors (two of 
whom are nominated by Wescoal Mining), a separate budget and has a service agreement in place for support services provided 
by Wescoal Mining Proprietary Limited.

During the reporting period, Arnot has primarily been performing rehabilitation activities for historical disturbance on behalf 
of Eskom. In August 2021, Arnot was awarded a Coal Supply Agreement (“CSA”) by Eskom to supply coal to the Arnot power 
station for a period of 10 years. Arnot has also been performing site re-establishment activities leading up to the commencement 
of production in February 2022. Arnot has started servicing its coal supply agreement in February 2022 but has not yet reached 
steady state production.

During the current year, the investment of Arnot was impaired due to uncertainties around funding of the operation.

 Summarised financial information of material joint ventures
 Summarised statement of profit or loss and other comprehensive income

Unaudited
Arnot HoldCo  

Proprietary Limited

2022
R’000

Restated
2021

R’000

Restated
2020

R’000

Revenue 25 410 – –

Cost of sales (23 046) – –

Operating income 883 5 010 17 239

Operating expenses (26 261) (6 351) (17 910)

Interest income 274 493 28

Finance costs – (1) –

Loss before tax (22 740) (849) (644)

Tax expense (3 608) – 2 057

Total comprehensive loss (26 348) (849) 1 413
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9. Investments in joint ventures continued

 Summarised financial information of material joint ventures continued

 Summarised statement of financial position 

Unaudited
Arnot HoldCo  

Proprietary Limited

2022
R’000

Restated
2021

R’000

Restated
2020

R’000

ASSETS

Non-current

Property, plant and equipment 584 630 428 419 300 884

Loans to companies 4 773 2 100 –

Reimbursive right 1 047 294 1 363 935 1 782 912

Other 2 138 5 746 5 746

Total non-current assets 1 638 835 1 800 200 2 089 542

Current

Cash and cash equivalents 7 127 4 945 11 556

Inventories 8 927 4 152 –

Trade and other receivables 44 954 31 554 27 194

Total current assets 61 008 40 651 38 750

LIABILITIES

Non-current

Non-current financial liabilities (excluding provisions) 278 316 278 316 280 309

Rehabilitation provision 1 047 294 1 363 935 1 782 912

Total non-current liabilities 1 325 610 1 642 251 2 063 221

Current

Other current liabilities 251 222 168 184 36 308

Loans from companies 83 283 13 640 11 139

Total current liabilities 334 505 181 824 47 447

Total net assets 39 728 16 776 17 624

Investment at the beginning of the year 27 548 27 855 –

Acquisitions 49 300 – 25 701

Transaction fees incurred – – 2 500

Share of losses (17 458) (307) (346)

Impairment (59 390) – –

Investment at the end of the year – 27 548 27 855

The Arnot HoldCo Proprietary Limited consolidated financial statements have been restated (refer to note 44).

9. Investments in joint ventures continued

 Summarised financial information of material joint ventures continued

 Summarised statement of financial position continued 
The net investment in a joint venture has been fully impaired as there was objective evidence of impairment. The objective 
evidence that the net investment is impaired includes observable data that came to the attention of the entity about the 
following potential loss events: 

• Significant financial difficulty of the joint venture; 

• Difficulty in raising funding, that will allow the joint venture to ramp up production to full capacity; and

• Arnot has been ringfenced from Salungano lending facilities.

As a result of the potential impairment events, the group has decided to fully impair their investment in the joint venture.

10. Restricted investments
 Accounting policies relating to investments in debt instruments at fair value through profit or loss
 Classification

Certain investments in debt instruments are classified as mandatorily at fair value through profit or loss. These investments 
do not qualify for classification at amortised cost or at fair value through other comprehensive income because either the 
contractual terms of these instruments do not give rise, on specified dates, to cash flows that are solely payments of principal 
and interest on the principal outstanding, or the objectives of the group business model are met by selling the instruments rather 
than holding them to collect the contractual cash flows.

The group holds investments in a rehabilitation investment portfolio through a number of investment instruments which are 
mandatorily at fair value through profit or loss.

 Recognition and measurement
Investments in debt instruments at fair value through profit or loss are recognised when the group becomes a party to the 
contractual provisions of the instrument. The investments are measured, at initial recognition, and subsequently, at fair value. 
Transaction costs are recognised in profit or loss. Fair value gains or losses are included in other operating gains/(losses) (refer to 
note 28). Details of the valuation policies and processes are presented in note 37. Interest received on debt instruments at 
fair value through profit or loss is included in interest income (refer to note 29).

 Investments in debt instruments at fair value through profit or loss – composition and analysis
The following investments are segregated assets held within the entity which holds the mining right and incurs the liability for 
rehabilitation. These investments are restricted in use for the rehabilitation expenses which have been provided for under the 
rehabilitation provision (refer to note 23).

Investments held by the group which are measured at fair value, excluding derivatives, are as follows:

Group Company

2022
R’000

2021
R’000

2022
R’000

2021
R’000

Debt investments at fair value through profit or loss 115 983 81 529 – –

Mandatorily at fair value through profit or loss

Rehabilitation investment portfolio 115 983 81 529 – –

115 983 81 529 – –

Split between non-current and current portions

Non-current assets 115 983 81 529 – –
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10. Restricted investments continued

 Reconciliation of investments
Group

Opening
balance

R’000

Additional
investments

R’000

Investment
return
R’000

Total
R’000

2022

Rehabilitation investment portfolio 81 529 31 015 3 439 115 983

2021

Rehabilitation investment portfolio 54 919 23 660 2 950 81 529

The unit trust investments are fair value through profit or loss financial assets and are recognised at fair value.

The investment portfolio is made up of the following investment instruments:

Group

2022
R’000

Credit
rating

2021
R’000

Credit
rating

Old Mutual Investment Services 60 925 BB 45 364 BB

Centriq Investments 55 058 AA 35 935 AA

Stanlib – BB 132 BB

Momentum Unit Trust – Baa3 98 Baa3

115 983 81 529

 Fair value information
Fair value is determined based on the published unit prices of the underlying unit trust and therefore falls within Level 2 of the 
IFRS fair value hierarchy.

 Investments pledged as security
These investments are pledged as security for environmental rehabilitation guarantees issued on behalf of the group.

 Risk exposure
The group’s exposure to equity securities price risk arises from the underlying unit trust investments held by the group.

11. Loans to group companies
 Accounting policies relating to loans to group companies
 Classification

Loans to group companies are classified as financial assets subsequently measured at amortised cost.

They have been classified in this manner because the contractual terms of these loans give rise, on specified dates, to cash flows 
that are solely payments of principal and interest on the principal outstanding, and the group's business model is to collect the 
contractual cash flows on these loans.

 Recognition and measurement
Loans to group companies are recognised when the group becomes a party to the contractual provisions of the loans. Loans to 
group companies are measured, at initial recognition, at fair value plus transaction costs. Loans to group companies and other 
receivables are subsequently measured at amortised cost.

 Credit risk
Details of credit risk related to loans to group companies are included in the specific notes and financial instruments and risk 
management (refer to note 36).

 Loans to group companies – composition and analysis

Group Company

2022
R’000

2021
R’000

2022
R’000

2021
R’000

Subsidiaries

Loans that are interest-free and have no fixed terms of 
repayment*

Blanford 006 Proprietary Limited – – 4 443 4 443

Wescoal Mining Proprietary Limited – – – 127 053

Proudafrique Trading 147 Proprietary Limited – – 4 4

Keaton Energy Holdings Limited – – 10 671 177 684

Loans that bear interest and have no fixed repayment terms

Wescoal Trading Proprietary Limited – – 53 350 49 097

Wescoal Mining Proprietary Limited – – 306 017 194 109

Keaton Energy Holdings Limited – – 603 880 550 817

Loans that bear interest and have fixed repayment terms

Arnot OpCo Proprietary Limited** 23 751 – – –

23 751 – 978 365 1 103 207

*	 	The	directors	consider	that	the	short-term	loans	to	group	companies	carrying	values	approximates	their	fair	values	due	to	interest	rate	being	fixed	
and	classified	as	current.

**	 The	loan	to	joint	venture	bears	interest	at	Salungano’s	lending	rates	from	production	date	and	is	repayable	in	twelve	equal	instalments	commencing	
twelve months after production commencement date.
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11. Loans to group companies continued

 Loans to group companies – composition and analysis continued

Unless indicated separately, all inter-group loans are interest-free and have no fixed terms of repayment and therefore 
repayable on demand. During the 2020 financial year, the group refinanced its debt structure. These inter-group loans have been 
restructured to facilitate the interest repayments through which the subsidiary incurs interest to the extent that it utilises the 
facilities from Salungano Group Limited. Due to the refinanced debt package, Salungano Group amended its loan agreements 
with its subsidiaries resulting in the interest charge from the debt package being on-charged to the subsidiaries which utilise the 
group’s funding facilities. At the year ended 31 March 2022, the following entities utilised the group’s funding facilities:

• Wescoal Mining Proprietary Limited;

• Wescoal Trading Proprietary Limited;

• Keaton Energy Holdings Proprietary Limited;

• Neosho Trading 86 Proprietary Limited; and

• Keaton Mining Proprietary limited (through Keaton Energy Holdings Proprietary Limited).

The debt package facilities bear interest as follows: the term loan and revolving credit facility (“RCF”) bears interest of between 
JIBAR+2.75% and JIBAR+3.50%, depending on contractual obligations and criteria. The GBF bears interest at the prime lending 
rate (refer to note 20 for more details regarding the long-term borrowings).

The inputs into the valuations are determined in accordance with estimated payment terms and market-related interest rates at 
the reporting date.

 Split between non-current and current portions

Group Company

2022
R’000

2021
R’000

2022
R’000

2021
R’000

Non-current assets 23 751 – – –

Current assets* – – 978 365 1 103 207

23 751 – 978 365 1 103 207

	 *	 An	amount	of	R4	million	was	previously	disclosed	as	non-current.

 Loans to group companies pledged as security
Inter-company loans receivable have been pledged as security for financing provided by Nedbank CIB (refer to note 20).

 Exposure to credit risk
The risk that loans to subsidiaries will not perform as expected, which results in a loss to the company, can be defined as a 
credit risk. Loans to subsidiaries are provided by the company as a general borrowing to fund ongoing operating activities. The 
maximum exposure to credit risk at the reporting date is the carrying amount of the loans to subsidiaries.

11. Loans to group companies continued

 Credit rating framework
Management determines the credit rating grades of all loans at the end of the reporting period in order to determine the credit 
loss allowance. As external ratings are not available, these ratings are determined internally. As part of management's evaluation 
of a group company's ability to repay its debt, a variety of factors are considered. Profitability, debt-to-equity ratio, cash flow 
liquidity, solvency test and the ability to generate future cash flows are a few of the factors considered.

The table below sets out the internal credit rating framework which is applied by management for loans for which external 
ratings are not available. The abbreviation "ECL" is used to depict "expected credit losses."

Internal credit grade Description Basis for recognising ECL

Performing Low risk of default and in sufficient highly liquid assets to repay 
loan on demand.

12-month ECL

Doubtful Either 30 days past due or in sufficient highly liquid assets to 
repay loan on demand, however, the carrying value of the assets is 
greater than the loan amount taking debt seniority into account.

Lifetime ECL (not credit impaired)

In default Either 90 days past due or the carrying value of the assets is less 
than the loan amount, however, lifetime operational cash flow 
exceeds or has the potential to exceed the loan amount. These 
instruments have evidence that the instrument should be impaired.

Lifetime ECL (credit impaired)

Write-off There is evidence indicating that the counterparty is in severe 
financial difficulty and there is no realistic prospect of recovery. 
These instruments are fully (or partially) derecognised to the extent 
that there is no longer a reasonable expectation of recovery.

Amount is written off

 Inter-company loans
The company applies a combined approach to determine the ECL for inter-company loans. ECL is calculated using historical data 
(12 months and 36 months, respectively) as well as forward-looking data. The calculation of the ECL is based on each individual 
company within the group’s historical default rates observed over the expected life of the loans, adjusted for factors that are 
specific to the company, general economic conditions and an assessment of both the current and forecast direction of the market 
at the reporting date, including time value for money, where appropriate. This is done to allow for risk differentiation going 
forward and allows for risk management strategy being implemented.

 Inter-company loans (company risk)
Management assess the liquidity and solvency of the borrowers before granting loans. IFRS 9 requires the company to measure 
the ECL at a probability-weighted amount that reflects the possibility that a credit loss occurs, and the possibility that no credit 
loss occurs, even if the possibility of a credit loss occurring is low. In assessing the ECL on related party receivable balances, the 
following was considered:
• Whether the borrower has sufficient available highly liquid current assets (which can be accessed immediately after taking into 

consideration any more senior external or internal loans which, would need to be repaid before) to repay the outstanding inter-
company loan. If the loan was demanded at the reporting date; the probability of default would approximate 0%; and

• If it was determined that the borrower does not have sufficient highly liquid current assets to repay the loan if demanded at 
the reporting date, the company would allow these borrowers to continue trading or to sell assets over a period of time. A 
cash flow forecast was reviewed to give an indication of the expected trading cash flows and/or liquid assets expected to be 
generated during the recovery period.

The ECL was limited to the effect of discounting the amount due on the loan over the period until cash is realised and repaid to 
the company. IFRS 9 requires the discount rate to be the loan’s effective interest rate. As these loans are expected to be recovered 
over the next 12 months, the effect of discounting over the recovery period had an immaterial effect.

As the full amount of the loans would be recovered based on the above, and the discounting had an immaterial impact, there was 
no impairment loss to recognise.

 Loan to joint venture
The ECL on the loan to joint venture was assessed on the basis that it is credit impaired as Arnot OpCo had challenges to raise 
funding to ramp-up production (refer to note 9). The ECL was calculated using the probability of default ("PD”) of 63% and a loss 
given default ("LGD”) of 81%.
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11. Loans to group companies continued

 Credit loss allowances
The following table sets out the carrying amount, loss allowance and measurement basis of ECL for group loans receivable by 
credit rating grade:

Group

Loans to joint venture
Internal 
credit rating

Basis of 
loss allowance

Gross 
carrying
 amount

R’000

Loss 
allowance

R’000

Amortised
 cost

R’000

2022

Arnot OpCo Proprietary Limited Doubtful Lifetime ECL (credit 
impaired) 45 649 (21 898) 23 751

45 649 (21 898) 23 751

Company

Loans to subsidiaries
Internal 
credit rating

Basis of 
loss allowance

Gross 
carrying
 amount

R’000

Loss 
allowance

R’000

Amortised
 cost

R’000

2022

Wescoal Trading Proprietary Limited Performing 12-month ECL 53 350 – 53 350

Blanford 006 Proprietary Limited Doubtful Lifetime ECL (not  
credit impaired) 4 443 – 4 443

Wescoal Mining Proprietary Limited 
(non-interest-bearing)

Performing 12-month ECL
306 017 – 306 017

Proudafrique Trading 147  
Proprietary Limited

Write-off Amount is written off
1 016 (1 012) 4

Keaton Energy Holdings Limited  
(non-interest-bearing)

Performing 12-month ECL
10 671 – 10 671

Keaton Energy Holdings Limited 
(interest-bearing)

Performing 12-month ECL
603 880 – 603 880

979 377 (1 012) 978 365

2021

Wescoal Trading Proprietary Limited Performing 12-month ECL 49 097 – 49 097

Blanford 006 Proprietary Limited Doubtful 12-month ECL 4 443 – 4 443

Wescoal Mining Proprietary Limited 
(interest-bearing)

Performing 12-month ECL
127 053 – 127 053

Wescoal Mining Proprietary Limited 
(non-interest-bearing)

Performing 12-month ECL
194 109 – 194 109

Proudafrique Trading 147  
Proprietary Limited

Write-off Amount is written off
1 016 (1 012) 4

Keaton Energy Holdings Limited  
(non-interest-bearing)

Performing 12-month ECL
177 684 – 177 684

Keaton Energy Holdings Limited 
(interest-bearing)

Performing 12-month ECL
550 817 – 550 817

1 104 219 (1 012) 1 103 207

12. Other receivables
 Accounting policies relating to other receivables 
 Classification

Other receivables are classified as financial assets subsequently measured at amortised cost.

They have been classified in this manner because the contractual terms of these loans give rise, on specified dates, to cash flows 
that are solely payments of principal and interest on the principal outstanding, and the group’s business model is to collect the 
contractual cash flows on these loans.

 Recognition and measurement
Other receivables are recognised when the group becomes a party to the contractual provisions of the loan. Other receivables 
are measured, at initial recognition, at fair value plus transaction costs. Loans to group companies and other receivables are 
subsequently measured at amortised cost.

 Credit risk
Details of credit risk-related to other receivables are included in the specific notes and the financial instruments and risk 
management (refer to note 36).

 Other receivables – composition and analysis

Group Company

2022
R’000

2021
R’000

2022
R’000

2021
R’000

Loans and receivables

Class B preference shares 63 105 55 906 63 105 55 906

Split between non-current and current portions

Non-current assets 63 105 – 63 105 –

Current assets – 55 906 – 55 906

63 105 55 906 63 105 55 906

Class B preference shares 55 906 49 860 55 906 49 860

Accumulated preference share dividend 8 215 6 046 8 215 6 046

Expected credit loss (1 016) – (1 016) –

63 105 55 906 63 105 55 906

 Exposure to credit risk
Other receivables inherently exposes the group to credit risk, being the risk that the group will incur financial losses if 
counterparties fail to make payments as they fall due.

The ECL was determined by management. Based on the probability of default at 7.15% (2021: 6.17%) and the loss given default at 
24% (2021: 14.66%), the company calculated an immaterial amount based on the full balance of the preference shares.
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12. Other receivables continued

 Credit loss allowances
The following table sets out the carrying amount, loss allowance and measurement basis of ECL for other receivables by credit 
rating grade:

Internal 
credit rating

Basis of 
loss allowance

Gross 
carrying
 amount

R’000

Loss 
allowance

R’000

Amortised
 cost

R’000

Group
2022

Class B preference shares Doubtful Lifetime ECL  
(not credit impaired)

64 121 (1 016) 63 105

2021

Class B preference shares Performing 12-month ECL 55 906 – 55 906

Company
2022

Class B preference shares Doubtful Lifetime ECL  
(not credit impaired)

64 121 (1 016) 63 105

2021

Class B preference shares Performing 12-month ECL 55 906 – 55 906

On 20 December 2016, the company provided funding to K2016316243 (South Africa) Proprietary Limited (“Broad based Black 
Economic Empowerment (“B-BBEE”) ( structured entity”) by subscribing for class B cumulative redeemable preference shares in 
the B-BEE structured entity for an aggregate amount of R35.5 million.

A cumulative preferential cash dividend shall be payable in respect of each class B preference share and shall be deemed to 
accrue daily at the prime interest rate plus 1% and be compounded monthly.

The scheduled redemption date for the class B preference shares is the fifth anniversary of the date on which the class 
B preference shares were issued to the company. The B-BBEE structured entity provided certain security in connection with 
the class B preference share subscription agreement to Salungano, which security will rank behind the Industrial Development 
Corporation’s (“IDC”) security.

At the end of November 2021, the B-BBEE Special purpose vehicle (“SPV”) requested an extension of the preference share funding 
provided by Salungano which was due to be repaid in December 2021 as per the B cumulative redeemable preference share 
agreement.

The reason cited for the request was due to the previous poor financial performance of Salungano resulting in the company 
not being able to declare dividends for the B-BBEE SPV to service the funding in the manner anticipated when the funding was 
advanced.

The extension request for this transaction is classified as financial assistance in terms of sections 44 and 45 of the Companies 
Act. The Salungano directors have approved the request through a resolution by the shareholders at the previous annual general 
meeting which authorises the company to provide financial assistance. The extension granted was for a period of three years 
and, for it to be fully executed, there is a requirement for the IDC to consider a similar approval and administrative matters to be 
concluded by the B-BBEE SPV which are underway.

13. Lease receivables
 Accounting policies relating to lease receivables 
 Group and company as lessor

Leases for which the group is a lessor are classified as finance or operating leases. Whenever the terms of the lease transfer 
substantially all the risks and rewards of ownership to the lessee, the contract is classified as a finance lease. All other leases are 
classified as operating leases. Lease classification is made at inception and is only reassessed if there is a lease modification.

When the group is an intermediate lessor, it accounts for the head lease and the sublease as two separate contracts.

The sublease is classified as a finance or operating lease by reference to the right-of-use asset arising from the head lease. If the 
head lease is a short-term lease to which the group applies the exemption described previously, then it classifies the sublease as 
an operating lease. The various lease and non-lease components of contracts containing leases are accounted for separately, with 
consideration being allocated by applying IFRS 15. A lease is classified as a finance lease if it transfers substantially all the risks 
and rewards incidental to ownership.

 Lease receivables – composition and analysis 
Group Company

2022
R’000

2021
R’000

2022
R’000

2021
R’000

Gross investment in the lease due

– within one year 14 027 76 114 – –

– in second year – 77 455 – –

– in third year – 76 114 – –

– in fourth year – 50 168 – –

14 027 279 851 – –

Less: Unearned finance income (1 932) (30 432) – –

Present value of minimum lease payments receivable 12 095 249 419 – –

Less: Allowance for uncollectable minimum lease payments (2 903) (3 514) – –

Add: Fleet mining machinery 176 363 – – –

185 555 245 905 – –

Present value of minimum lease payments due

– within one year 12 095 62 299 – –

– in second to fifth year inclusive – 187 120 – –

12 095 249 419 – –

Less: Allowance for uncollectable minimum lease payments (2 903) (3 514) – –

Add: Fleet mining machinery 176 363 – – –

185 555 245 905 – –

Non-current assets 176 363 183 606 – –

Current assets 9 192 62 299 – –

185 555 245 905 – –
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13. Lease receivables continued

 Lease receivables – composition and analysis continued

During the year ended March 2020, the group entered into an instalment sale agreement with its lenders namely, Nedbank and 
Standard Bank to acquire a fleet of mining machinery, through a back-to-back finance lease agreement with its mining contractor. 
The terms mirrored those of the instalment sale agreement which increased the lease liability by R297.4 million. The average lease 
term is five years and the effective lending rate on the lease for the current year was 6.5% (2021: 6.5%).

In February 2022, Salungano gave the mining contractor notice of termination of its mining contract due to the mine being placed 
on temporary care and maintenance due to discussions with Eskom on the coal supply agreement renewal not materialising 
post expiry of the existing coal supply agreement. The effective date of cancellation of the mining contractor agreement and the 
back-to-back finance lease agreement, post the notice period, is May 2022. Salungano plans to slowly return to production at the 
mine within the first half of 2023 and the current plan is not to appoint a mining contractor but to implement a hybrid mining 
model and capitalise the equipment in the records of Vanggatfontein. A valuation of the equipment has been performed and the 
equipment is currently valued at R208 million.

 Reconciliation of significant changes in net investment in leases 
Group Company

2022
R’000

2021
R’000

2022
R’000

2021
R’000

Opening balance 245 905 280 284 – –

Interest accrued 13 824 19 134 – –

Movement in credit loss allowance 611 (3 514) – –

Lease payments received (74 785) (49 999) – –

Closing balance 185 555 245 905 – –

 Exposure to credit risk
The lessee inherently exposes the group to credit risk, being the risk that the group will incur financial loss if the lessee fails to 
make payments as they fall due.

In determining the amount of ECL, the group has taken into account any historical default experience, the financial positions of 
the counterparties as well as the future prospects of the industries in which the counterparties operate or are employed. This 
information has been obtained from the counterparties themselves, as well as from economic reports, financial analyst reports 
and various external sources of actual and forecast data and is applied to estimate a probability of default occurring as well as 
estimating the loss upon default.

 Credit loss allowances
The following table sets out the carrying amount, loss allowance and measurement basis of ECL for lease receivables by credit 
rating grade:

Group

Internal 
credit rating

Basis of 
loss allowance

Gross 
carrying
 amount

R’000

Loss 
allowance

R’000

Amortised
 cost

R’000

2022

Mining fleet lease receivable Performing 12-month ECL 188 458 (2 903) 185 555

2021

Mining fleet lease receivable Performing 12-month ECL 249 419 (3 514) 245 905

14. Deferred tax
 Accounting policies relating to deferred tax assets and liabilities

A deferred tax liability is recognised for all taxable temporary differences, except to the extent that the deferred tax liability 
arises from the initial recognition of an asset or liability in a transaction which, at the time of the transaction, affects neither 
accounting profit nor taxable profit/(loss).

A deferred tax asset is recognised for all deductible temporary differences to the extent that it is probable that future taxable 
profit will be available against which the deductible temporary difference can be utilised. A deferred tax asset is not recognised 
when it arises from the initial recognition of an asset or liability, in a transaction at the time of the transaction, and affects 
neither accounting profit nor taxable profit/(loss).

Deferred tax assets and liabilities are measured at the tax rates that are expected to apply to the period when the asset is realised 
or the liability is settled, based on tax rates (and tax laws) that have been enacted or substantively enacted by the end of the 
reporting period.

 Deferred tax assets and liabilities – composition and analysis 
Group Company

2022
R’000

2021
R’000

2022
R’000

2021
R’000

Deferred tax (liability)/asset

Accelerated capital allowances for tax purposes (479 256) (479 567) 53 62

Rehabilitation provision 364 631 260 053 – –

Tax losses available for set-off against future taxable income 26 209 7 171 – –

Payroll-related accruals – 2 107 – 596

Prepayments (1 330) (1 068) (473) (348)

Provision for expected credit loss 10 475 849 411 –

Income received in advance 295 359 – –

Lease liability 1 057 73 278 – 35

Provisions 9 667 4 156 3 223 2 380

Right-of-use assets (50 884) (71 583) – –

Total deferred tax (liability)/asset (119 136) (204 245) 3 214 2 725

Group Company

2022
R’000

2021
R’000

2022
R’000

2021
R’000

Deferred tax liability (205 377) (231 044) – –

Deferred tax asset 86 241 26 799 3 214 2 726

Total net deferred tax (liability)/asset (119 136) (204 245) 3 214 2 726
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14. Deferred tax continued

 Reconciliation of deferred tax (liability)/asset
Group Company

2022
R’000

2021
R’000

2022
R’000

2021
R’000

At the beginning of the year (204 245) (246 773) 2 726 11 379

Charge to statement of profit or loss and other  
comprehensive income 80 694 42 528 606 (8 653)

Decrease in tax rate change 4 415 – (118) –

(119 136) (204 245) 3 214 2 726

The group has concluded that the deferred tax assets will be recoverable using the estimated future taxable income based on 
approved business plans and budgets for the subsidiary. The subsidiary is expected to utilise the deferred tax assets from the 
year 2022 onwards based on the profitability estimates.

15. Prepaid royalty
Wescoal Mining prepaid R1.50 per tonne of the royalty that was due to Proudafrique before the 100% acquisition of Elandspruit in 
2015. This prepayment amounted to R12.9 million and is amortised on a units-of-production method over the life of the  
Elandspruit Mine.

Group Company

2022
R’000

2021
R’000

2022
R’000

2021
R’000

Prepaid royalty – non-current assets 2 559 3 346 – –

Prepaid royalty – current assets 1 281 1 478 – –

3 840 4 824 – –

 Reconciliation of prepaid royalty
Group Company

2022
R’000

2021
R’000

2022
R’000

2021
R’000

Opening balance 4 824 6 336 – –

Amortisation (984) (1 512) – –

3 840 4 824 – –

16. Inventories
 Accounting policies relating to inventories

Inventories, which include coal ROM and product stockpiles and consumables, are measured at the lower of cost and net 
realisable value on the weighted average cost basis.

The cost of inventories is determined by reference to all costs of purchase, direct mining expenditure and an appropriate portion 
of overhead expenditure, including directly related depreciation, transport and other costs incurred in bringing the inventories to 
their present location and condition. Borrowing costs are not capitalised to inventory.

Net realisable value is the estimated selling price in the ordinary course of business less the estimated costs of completion 
and the estimated costs necessary to make the sale. When inventories are sold, the carrying amount of those inventories is 
recognised as an expense in the period in which the related revenue is recognised.

A write-down to net realisable value is required when the carrying amount of inventories exceeds the net realisable value. The 
amount of any write-down of inventories to net realisable value and all losses of inventories are recognised as an expense in the 
period the write-down or loss occurs. The amount of any reversal of any write-down of inventories, arising from an increase in 
net realisable value, is recognised as a reduction in the amount of inventories recognised as an expense in the period in which the 
reversal occurs.

No portion of inventory is non-current. ROM stockpiles are utilised by the processing plant in the ongoing production process. 
Inventory stockpiles consist of saleable coal processed by the washing or crushing and screening plant.

 Inventories – composition and analysis
Group Company

2022
R’000

2021
R’000

2022
R’000

2021
R’000

Raw materials, components 303 562 191 406 – –

Finished goods 111 188 67 463 – –

Production supplies 10 037 11 061 – –

424 787 269 930 – –

Inventories (write-downs) (3 407) (4 230) – –

421 380 265 700 – –

17. Trade and other receivables
 Accounting policies relating to trade and other receivables 
 Classification

Trade receivables, excluding, when applicable, value added tax and prepayments, are classified as financial assets subsequently 
measured at amortised cost.

Trade receivables have been classified in this manner because their contractual terms give rise, on specified dates, to cash flows 
that are solely payments of principal and interest on the principal outstanding, and the group's business model is to collect the 
contractual cash flows on trade receivables.

Recognition and measurement
Trade receivables are recognised when the group becomes a party to the contractual provisions of the receivables. Trade 
receivables are measured, at initial recognition, at fair value plus transaction costs.

Trade receivables are subsequently measured at amortised cost.

The increase in raw material is due to high stock volumes at Vanggatfontein and ramp up of Moabsvelden.
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17. Trade and other receivables continued

 Impairment
The group recognises a loss allowance for ECL on trade receivables, excluding value added tax and prepayments. The amount of 
ECL is updated at each reporting date.

The group measures the loss allowance for trade receivables which do not contain a significant financing component at an 
amount equal to lifetime ECL. The loss allowance for all other trade receivables is measured at lifetime ECL when there has been 
a significant increase in credit risk since initial recognition. If the credit risk on these receivables has not increased significantly 
since initial recognition, then the loss allowance for those receivables is measured at 12-month ECL.

Lifetime ECL represents the ECL that will result from all possible default events over the expected life of a loan. In contrast, 
12-month ECL represents the portion of lifetime ECL that is expected to result from default events on a loan that are possible 
within 12 months after the reporting date.

 Definition of default
For purposes of internal credit risk management, the group considers that a default event has occurred if there is either a breach 
of financial covenants by the counterparty, or if internal or external information indicates that the counterparty is unlikely to pay 
its creditors in full (without taking collateral into account).

Irrespective of the above analysis, the group considers that default has occurred when a receivable is more than 90 days past due 
unless there is reasonable and supportable information to demonstrate that a more lagging default criterion is more appropriate.

 Measurement and recognition of ECL
The group applies the simplified approach as a practical expedient to measure the loss allowance for trade receivables classified 
at amortised cost, using the lifetime expected loss provision. The ECL on these financial assets is estimated using a provision 
matrix by reference to past default experience adjusted for factors that are specific to the debtor and also adjusted as appropriate 
for current observable data and forward-looking information.

An impairment gain or loss is recognised in profit or loss with a corresponding adjustment to the carrying amount of trade 
receivables.

 Trade and other receivables – composition and analysis 
Group Company

2022
R’000

2021
R’000

2022
R’000

2021
R’000

Financial instruments

Trade receivables 631 210 505 049 20 417 4 436

Loss allowance (25 387) (3 803) – –

Trade receivables at amortised cost 605 823 501 246 20 417 4 436

Deposits 6 495 6 158 62 62

Other receivable 2 419 10 889 6 482 12 965

Other receivable 4 118 10 889 8 181 12 965

Loss allowance (1 699) – (1 699) –

Non-financial instruments

Value added tax 58 125 27 407 – –

Prepayments 6 941 12 858 2 873 7 118

Total trade and other receivables 679 803 558 558 29 834 24 581

17. Trade and other receivables continued

 Financial instrument and non-financial instrument components of trade and other receivables
Group Company

2022
R’000

2021
R’000

2022
R’000

2021
R’000

At amortised cost 638 488 518 293 26 961 17 463

Non-financial instruments 65 066 40 265 2 873 7 118

703 554 558 558 29 834 24 581

 Trade and other receivables pledged as security 
The full balance of trade receivables has been pledged to Nedbank under the refinanced borrowings agreement.

 Exposure to credit risk
The risk that counterparties or customers will not perform as expected, which results in a loss to the group, can be defined as a 
credit risk.

Trade receivables are divided into two classes, being those relating to the group’s mining activities conducted by Wescoal Mining 
and Keaton Mining and those relating to Wescoal Trading’s trading activities. Trade receivables for these classes are summarised 
in the table below (including inter-group receivables):

Mining
2022

R’000

Trading
2022

R’000

Mining
2021

R’000

Trading
2021

R’000

Wescoal Mining Proprietary Limited 461 830 – 252 057 –

Keaton Mining Proprietary Limited 200 557 – 139 361 –

Wescoal Trading Proprietary Limited – 92 069 – 95 245

Neosho Trading 86 Proprietary Limited 411 343 – 76 999 –

1 073 730 92 069 468 417 95 245

The group’s sales to Eskom made up 77% (2021: 65%) of the Mining division’s trade receivables balance at year-end. Eskom has 
a history of no defaults and a credit rating of Caa1 (2021: Caa1). The balance of the trade receivables (34%) represents sales to 
the private sector with no historical defaults. On the basis of historical data regarding the outstanding debtor's balance of more 
than 90 days, management has estimated an immaterial amount, which was evaluated as a loss given default rate of 100% and a 
probability of default of 7.15% (2021: 4.9%).

Trade receivables in Wescoal Trading consist mainly of one large customer in the private sector combined with a number of 
customers from widespread and diverse industries. Customers include government institutions and private sector and mining 
entities with no history of default.

The group evaluates customers prior to the granting of credit. Each entity has a unique customer base that contributes to 
different levels of credit exposure. Entities manage credit exposure by applying prudent credit limits and constant evaluation of 
credit behaviour. If customers are independently rated, these ratings are used (refer above). Otherwise, if there is no independent 
rating, management assesses the credit quality of the customer, taking into account its financial position and past experience. 
Individual risk limits are set based on internal or external ratings in accordance with limits set by the board. Compliance with 
credit limits is monitored monthly in conjunction with the analysis of the receivables’ ageing report.

The group’s variety of customers across all industries mitigates the exposure of concentration risk resulting from credit risk.
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17. Trade and other receivables continued

 Exposure to credit risk continued

The maximum exposure to credit risk is the carrying value of financial assets. Based on the nature of the risk against the credit 
risk exposure, no additional collateral is generally taken against the credit risk exposures.

Refer to note 36 for further information regarding credit risk factors.

18. Cash and cash equivalents
 Accounting policies relating to cash and cash equivalents and bank overdrafts

Cash and cash equivalents are stated at the carrying amount which is deemed to be fair value.

Bank overdrafts are initially measured at fair value and are subsequently measured at amortised cost using the effective interest 
rate method.

Cash and cash equivalents are defined as cash on hand deposits held at call with banks and short-term highly liquid investments 
with original maturities of three months or less. Cash and cash equivalents exclude restricted cash.

 Cash and cash equivalents and bank overdrafts – composition and analysis

Group Company

2022
R’000

2021
R’000

2022
R’000

2021
R’000

Cash and cash equivalents consist of:

Cash on hand 8 24 – –

Bank balances 270 846 238 541 570 139

Bank overdraft (98 418) (73 064) (98 391) (73 064)

172 436 165 501 (97 821) (72 925)

Current assets 270 854 238 565 570 139

Current liabilities (98 418) (73 064) (98 391) (73 064)

172 436 165 501 (97 821) (72 925)

Restricted cash

Cash and cash equivalents held by the entity that are not 
available for use by the group 8 315 6 744 – –

Restricted cash relates to fully funded guarantees issued to the Department of Mineral Resources and Energy for rehabilitation. 
The average interest rate on bank balances approximates 0.1% (2021: 0.1%) per annum.

18. Cash and cash equivalents continued

 Overdraft facilities
The average interest rate on bank overdrafts approximates 9.14% (2021: 7.7%) per annum and is mostly determined based on 
three-month JIBAR plus 375 basis points. The group deals with reputable banks in South Africa with a current national long-term 
rating of AA+ (2021: AA+).

During the 2020 financial year, the above facilities were replaced through the refinanced loan structures comprising a 
R500 million term loan, a R500 million RCF and a GBF of R100 million (refer to note 20).

Group Company

2022
R’000

2021
R’000

2022
R’000

2021
R’000

Total amount of approved overdraft facilities 600 000 600 000 600 000 600 000

The total amount of undrawn facilities available for future 
operating activities and commitments 1 582 29 936 1 582 26 936

19. Share capital
 Accounting policies relating to share capital and equity

An equity instrument is any contract that evidences a residual interest in the assets of an entity after deducting all of its 
liabilities.

If the group reacquires its own equity instruments, the consideration paid, including any directly attributable incremental costs 
(net of income taxes) on those instruments, is deducted from equity attributable to the group’s equity holders until the shares 
are cancelled or reissued.

Where such ordinary shares are subsequently reissued, any consideration received, net of any directly attributable incremental 
transaction costs and the related income tax effects, is included in equity attributable to the group’s equity holders.

 Share capital and equity – composition and analysis 

Group Company

2022
R’000

2021
R’000

2022
R’000

2021
R’000

Reconciliation of number of shares issued

Reported as at 1 April 410 058 410 058 410 058 410 058

Shares issued from the treasury shares held by the Share Trust  
for options exercised 350 – 350 –

410 408 410 058 410 408 410 058

 Unissued ordinary shares
Altogether, 80 083 146 (2021: 80 083 146) unissued ordinary shares are under the control of the directors in terms of a resolution 
of members passed at the last annual general meeting. This authority remains in force until the next annual general meeting.

The Wescoal Share Incentive Trust is consolidated into the group and company. The shares held by the trust are treated as 
treasury shares in the group and company. The number of unissued trust shares as at 31 March 2022 is 9 508 000  
(2021: 9 858 000).
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19. Share capital continued

 Issued
Group Company

2022
R’000

2021
R’000

2022
R’000

2021
R’000

Ordinary 630 372 629 838 630 372 629 838

The directors were authorised to issue shares, allot and grant share options to a maximum of 20 502 943 (2021: 20 502 943) 
ordinary shares for cash.

20. Interest-bearing borrowings 
 Accounting policies relating to borrowings
 Classification

Borrowings are classified as financial liabilities subsequently measured at amortised cost.

 Recognition and measurement
Borrowings are recognised when the group becomes a party to the contractual provisions of the loan. The borrowings are 
measured at initial recognition at fair value plus transaction costs if any. Borrowings are subsequently measured at amortised 
cost using the effective interest method.

Interest expense calculated on the effective interest method is included in profit or loss in finance costs paid (refer to note 30). 
Borrowings expose the group to liquidity risk and interest rate risk. Refer to note 36 for details of risk exposure and the 
management thereof.

 Borrowings – composition and analysis

Group Company

2022
R’000

2021
R’000

2022
R’000

2021
R’000

Held at amortised cost
Secured
Refinanced term loan 177 084 417 624 177 084 422 399
Revolving credit facility 500 003 500 011 500 003 500 011
General banking facilities – (141) – (141)
Fair value of interest rate swap* 1 786 9 112 1 786 9 112

678 873 926 606 678 873 931 381

Split between non-current and current portions
Current liabilities 678 873 926 606 678 873 931 381

Reconciliation of interest-bearing borrowings
At the beginning of the year 926 606 883 863 931 381 890 760
Cash advances received – 120 000 – 120 000
Transaction cost incurred – (254) – (254)
Unwinding of transaction cost incurred 2 122 2 122 – –
Finance costs 60 398 84 685 60 398 84 685
Payments
Capital (242 491) (76 769) (245 144) (76 769)
Interest (60 398) (80 144) (60 398) (80 144)
Interest rate swap repayments (7 364) (6 897) (7 364) (6 897)

678 873 926 606 678 873 931 381

	 *	 Interest	rate	swaps	are	at	Level	1	fair	value.

Refer to note 36 for the repayment profile of interest-bearing borrowings.

20. Interest-bearing borrowings continued

 Borrowings – composition and analysis continued

The group has used the refinanced debt packages to determine its WACC by combining the forward-looking JIBAR plus 3.5% at 
a gearing ratio of 50% with the cost of equity calculated using the risk-free rate adjusted for market-related risk premiums and 
specific asset-related and company-related risk premiums. The cost of debt included in WACC calculation is 9.89%.

 Refinanced – RCF term loan and GBF
During the financial year ended 31 March 2020, the group concluded the refinancing of its existing credit facilities through a 
consortium of South African commercial banks consisting of Nedbank (acting through its Corporate and Investment Banking 
Division) and Standard Bank (acting through its Corporate and Investment Banking Division). The new credit-approved 
comprehensive long-term refinance facilities are for a combined R1.1 billion with a provision that also allows the group access to 
an additional R500 million accordion facility subject to credit approval but within the legal agreements of the refinance facilities 
thus reducing significantly the lead time towards accessing this extra liquidity facility.

The financing facilities consist of a term loan of R500 million, a RCF of R500 million and a GBF of R100 million. The term 
loan and the RCF bear interest of between JIBAR plus 2.75% and JIBAR plus 3.50% depending on contractual obligations and 
criteria. The GBF bears interest at the prime lending rate. The term loan is for a duration of 48 months with the last instalment 
on 30 June 2023. Funding utilised from the term loan is repayable in equal quarterly payments with the first payment due on 
30 June 2020. Interest is payable on a quarterly basis.

The RCF is for a duration of 48 months terminating on 21 June 2023. Interest is accrued on a monthly basis on funds utilised 
and payable on a quarterly basis. 

The facilities are subject to the following dependent financial covenants:

• Net debt to EBITDA should be less than 2.5;

• Net debt to equity should be less than 1.5;

• Interest cover ratio should be greater than 3.5; and

• Debt service cover ratio should be greater than 1.3.

As at 31 March 2022, the financial covenants as previously disclosed have been met. Salungano was, however, in breach of two 
conditions relating to information undertaking in relation to the funding arrangements. The extension of fulfilment of conditions 
has been approved and the third lending arrangements were signed on 20 May 2022.

Transaction fees for the refinanced loan package were paid by Wescoal Mining and amounted to R11.9 million which has been 
capitalised to the loan facility on group level and will be unwound over the life of the term loan.

 Exposure to interest rate risk 
 Interest rate swaps

Certain interest rate swaps have been entered into in order to mitigate against the effect of reducing interest rates on cash 
flow risk.

On 28 February 2020, Salungano entered into interest rate swap transactions with Nedbank and Standard Bank to fix interest 
rates for the full duration of the term loans at 6.4% (Nedbank) and 6.45% (Standard Bank) which was just below the ruling 
three-month JIBAR rate of 6.5% at the time of fixing. The purpose of the fixing of rates was to protect margins as most of 
Salungano's revenue streams are at fixed pricing. Subsequent to entering into the swap transaction, the Reserve Bank reduced its 
lending rate by 200 basis points to stimulate the economy. Salungano has reviewed options to revise the swap transactions but 
the reduced rate is limited to 10 basis points and results in new caps being introduced should the interest rates increase in future.

 Interest rate sensitivity analysis
A sensitivity analysis has been prepared using a sensitivity rate which is used when reporting interest rate risk internally to key 
management personnel and represents management's assessment of the reasonably possible change in interest rates. No 
changes were made to the methods and assumptions used in the preparation of the sensitivity analysis compared to the previous 
reporting period.

Refer to financial risk management (note 36) for the interest rate sensitivity analysis prepared.
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21. Financial liabilities at amortised cost
 Accounting policies relating to financial liabilities at amortised cost
 Classification

Financial liabilities are subsequently measured at amortised cost.

 Recognition and measurement
Financial liabilities at amortised cost are recognised when the group becomes a party to contractual provisions and are measured, 
at initial recognition, at fair value plus transaction costs.

Financial liabilities at amortised cost are subsequently measured at amortised cost using the effective interest method.

If financial liabilities at amortised cost contain a significant financing component and the effective interest method results in the 
recognition of interest expense then it is included in profit or loss in finance costs paid (refer to note 30).

Financial liabilities at amortised cost expose the group to liquidity risk and possibly to interest rate risk. Refer to note 36 for 
details of risk exposure and the management thereof.

 Financial liabilities at amortised cost – composition and analysis

Group Company

2022
R’000

2021
R’000

2022
R’000

2021
R’000

Amortised cost

Underground access right agreement – 1 090 – –

Split between non-current and current portions

Current liabilities – 1 090 – –

Underground access right agreement

Minimum lease payments due

– within one year – 1 090 – –

Present value of minimum lease payments – 1 090 – –

Present value of minimum lease payments due

– within one year – 1 090 – –

The agreement with Nungu Trading 341 Proprietary Limited whereby the group obtained the use of the underground access point 
and the stockpile area is classified as a financial liability (refer to note 7).

The financial liability has been accounted for initially at fair value and subsequently at amortised cost using the effective interest 
method. Minimum future payments have been discounted at an effective interest rate equivalent to the prime rate of 10.5% on 
the transaction date which management determined to be the incremental borrowing rate at that time. The liability was settled 
in 54 monthly instalments with a final payment in May 2021.

22. Lease liabilities
 Accounting policies relating to lease liabilities 
 Classification

The group assesses whether a contract is or contains a lease at the inception of the contract.

A contract is or contains a lease if the contract conveys the right to control the use of an identified asset for a period of time in 
exchange for consideration.

In order to assess whether a contract is or contains a lease, management determines whether the asset under consideration is 
"identified" which means that the asset is either explicitly or implicitly specified in the contract and that the supplier does not 
have a substantial right of substitution throughout the period of use. Once management has concluded that the contract deals 
with an identified assets, the right to control the use thereof is considered. To this end, control over the use of an identified asset 
only exists when the group has the right to substantially all of the economic benefits from the use of the asset as well as the 
right to direct the use of the asset.

In circumstances where the determination of whether the contract is or contains a lease requires significant judgement, 
the relevant disclosures are provided in the significant judgements and sources of estimation uncertainty section of these 
accounting policies.

 Group as lessee
A lease liability and corresponding right-of-use asset (note 4) are recognised at the lease commencement date for all lease 
agreements for which the group is a lessee except for short-term leases of 12 months or less or leases of low-value assets.

For these leases, the group recognises the lease payments as an operating expense (note 28) on a straight-line basis over the 
term of the lease unless another systematic basis is more representative of the time pattern in which economic benefits from the 
leased asset are consumed.

Low-value assets are recognised as expenses directly in the statement of profit or loss during the period in which the cost is 
incurred. The group has deemed all leases with a total contract value of less than R1 million to be low-value leases.

The group has assessed these low-value leases individually as well as combined with other assets to determine if they fall 
within the practical expedient exclusion. Additionally, none of the low-value assets are inter-related or highly dependent on 
other assets.

The various lease and non-lease components of contracts containing leases are accounted for separately with consideration 
being allocated to each lease component on the basis of the relative stand-alone prices of the lease components and the 
aggregate stand-alone price of the non-lease components (where non-lease components exist).

However, as an exception to the preceding paragraph, the group has elected not to separate the non-lease components for leases 
of land and buildings.

 Lease liability
The lease liability is initially measured at the present value of the lease payments that are not paid at the commencement date, 
discounted by using the rate implicit in the lease.

If this rate cannot be readily determined, the group uses its incremental borrowing rate. 

Lease payments included in the measurement of the lease liability comprise the following:

• Fixed lease payments including in-substance fixed payments less any lease incentives;

• Variable lease payments that depend on an index or rate initially measured using the index or rate at the commencement date;

• The amount expected to be payable by the group under residual value guarantees;

• The exercise price of purchase options if the group is reasonably certain to exercise the option;

• Lease payments in an optional renewal period if the group is reasonably certain to exercise an extension option; and

• Penalties for early termination of a lease if the lease term reflects the exercise of an option to terminate the lease.

The lease liability is presented as a separate line item on the statements of financial position.
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22. Lease liabilities continued

 Lease liability continued
The lease liability is subsequently measured by increasing the carrying amount to reflect interest on the lease liability (using the 
effective interest method) and by reducing the carrying amount to reflect lease payments made. Interest charged on the lease 
liability is included in finance costs paid (refer to note 30).

The group remeasures the lease liability (and makes a corresponding adjustment to the related right-of-use asset) when:

• there has been a change to the lease term in which case the lease liability is remeasured by discounting the revised lease 
payments using a revised discount rate;

• there has been a change in the assessment of whether the group will exercise a purchase termination or extension option in 
which case the lease liability is remeasured by discounting the revised lease payments using a revised discount rate;

• there has been a change to the lease payments due to a change in an index or a rate in which case the lease liability is 
remeasured by discounting the revised lease payments using the initial discount rate (unless the lease payments change is due 
to a change in a floating interest rate in which case a revised discount rate is used);

• there has been a change in expected payment under a residual value guarantee in which case the lease liability is remeasured by 
discounting the revised lease payments using the initial discount rate; and

• a lease contract has been modified and the lease modification is not accounted for as a separate lease in which case the lease 
liability is remeasured by discounting the revised payments using a revised discount rate. When the lease liability is remeasured 
in this way a corresponding adjustment is made to the carrying amount of the right-of-use asset or is recognised in profit or 
loss if the carrying amount of the right-of-use asset has been reduced to zero.

The group did not need to use significant judgement in determining the lease liability inherent borrowing rate lease terms or 
whether or not extensions or terminations would be exercised.

 Lease liabilities – composition and analysis
Group Company

2022
R’000

2021
R’000

2022
R’000

2021
R’000

Minimum lease payments due

– within one year 84 841 84 504 – 128

– in second to fifth year inclusive 134 120 209 939 – –

218 961 294 443 – 128

Less: Future finance charges (18 901) (34 143) – (3)

Present value of minimum lease payments 200 060 260 300 – 125

Present value of minimum lease payments due

– within one year 75 454 69 200 – 125

– in second to fifth year inclusive 124 606 191 100 – –

200 060 260 300 – 125

Non-current liabilities 124 606 191 100 – –

Current liabilities 75 454 69 200 – 125

200 060 260 300 – 125

A corresponding right-of-use asset has been recognised for leased land and buildings as well as mining machinery. The mining 
machinery had been leased with a back-to-back agreement in place with the mining contractor. Refer to notes 4 and 13 for more 
details.

22. Lease liabilities continued

 Lease liabilities – composition and analysis continued

Group Company

2022
R’000

2021
R’000

2022
R’000

2021
R’000

Reconciliation of lease liabilities

At the beginning of the year 260 300 283 892 125 1 205

Additional financial liabilities – 32 732 – –

Finance costs 14 592 16 556 – –

Payments (74 832) (72 880) (125) (1 080)

200 060 260 300 – 125

During the year ended 31 March 2020, the group entered into an instalment sale agreement with its lenders namely, Nedbank 
and Standard Bank, to acquire a fleet of mining machinery, through a back-to-back finance lease agreement with its mining 
contractor. The terms mirrored those of the instalment sale agreement which increased the lease liability by R297.4 million. The 
finance term is for 60 months with an effective borrowing rate of 9.5% (Nedbank) and 9% (Standard Bank). The interest rate at 
the contract date was the prime interest rate minus 0.5% and prime minus 1.0% for Standard Bank.

23. Environmental rehabilitation provision
 Accounting policies relating to environmental rehabilitation provision and general provisions 
 General provisions and contingencies

Provisions are recognised when:

• the group has a present obligation as a result of a past event;

• it is probable that an outflow of resources embodying economic benefits will be required to settle the obligation; and

• a reliable estimate can be made of the obligation.

The amount of a provision is the present value of the expenditure expected to be required to settle the obligation. Legal claims 
are only recognised as a provision when the counterparty has a reasonable chance of success as assessed by Salungano's external 
legal counsel during the current year. None of these claims have been recognised as a provision (refer to note 34 for details 
regarding contingent liabilities and assets).

Accrued expenses are recognised as part of the trade and other payables balances and are not recognised in terms of a provision.

The group does not recognise contingent assets and contingent liabilities.

 Rehabilitation provision
Provisions for environmental restoration are recognised as the group has a present legal obligation as a result of past events 
(mining disturbances caused); it is probable that an outflow of resources will be required to settle the obligation; and the amount 
has been reliably estimated using third-party expert valuations.

Provisions are measured at the present value of the expected economic benefits to be required to settle the obligation using a 
pre-tax rate that reflects current market assessments of the time value of money and the risks specific to the obligation.

The increase in the provision due to the passage of time is recognised as an interest expense. Changes in the provision due to 
changes in estimates are recognised against property, plant and equipment, which are measured at cost.



Notes to the consolidated and separate financial statements | continued
for the year ended 31 March 2022

Salungano Group LimitedSalungano Group Limited 209208

Consolidated and separate annual financial statements

Integrated annual report for the year ended 31 March 2022Integrated annual report for the year ended 31 March 2022

23. Environmental rehabilitation provision continued

 Accounting policies relating to environmental rehabilitation provision and general provisions continued

Rehabilitation provision continued

Changes in estimates include:

• a change in the estimated outflow of resources embodying economic benefits required to settle the obligation;

• a change in the current market-based discount rate, which includes changes in the time value of money and the risks specific to 
the liability; and

• an increase that reflects the change in life of mine.

  Significant judgements and assumptions made by management in applying the related 
accounting policies 
Mine rehabilitation provision
In applying IAS 37: Provisions,	Contingent	Liabilities	and	Contingent	Assets, estimates of determining the present obligation of 
environmental and decommissioning provisions are required.

Environmental and decommissioning costs are provided for where either a legal or constructive obligation is recognised as a result 
of the group’s coal mining operations.

Significant estimates and assumptions are made in determining the present obligation of environmental and decommissioning 
provisions, which include the actual estimate, the inflation rate, the discount rate used and the expected date of closure of mining 
activities. Estimates are based on costs that are annually determined by independent environmental specialists in accordance with 
environmental regulations, and adjusted as appropriate for new circumstances.

Numerous factors will affect the ultimate liability payable. These factors include estimates of the extent and cost of rehabilitation 
activities, technological changes and environmental legislation changes.

Unwinding of discount due to the passage of time is included as an element of finance costs in arriving at profit or loss for the year 
in terms of IAS 37: Provisions,	Contingent	Liabilities	and	Contingent	Assets.

The present value of environmental disturbances created, as well as changes to estimates, are capitalised to property, plant 
and equipment against an increase in the rehabilitation provision. Change in estimates for operations in the development and 
production phase is capitalised and amortised over the life of mine on the units-of-production method. Rehabilitation costs 
incurred, that are included in the estimates, are charged to the provision.

The cost of ongoing current rehabilitation is charged against the provision as incurred.

 Environmental rehabilitation provision and general provisions – composition and analysis
 Reconciliation of environmental rehabilitation provision

Group

Opening
 balance

R’000
Additions

R’000

Rehabi-
litation

 work 
performed
 during the 

year 
R’000

Time value 
of money

 and inflation 
component 

of rehabi-
litation

R’000
Total

R’000

2022

Environmental rehabilitation 999 753 345 023 (46 479) 91 443 1 389 740

2021

Environmental rehabilitation 701 017 235 280 (12 821) 76 277 999 753

23. Environmental rehabilitation provision continued

 Environmental rehabilitation provision and general provisions – composition and analysis continued

 Reconciliation of environmental rehabilitation provision continued

The group’s mining and exploration activities are subject to extensive environmental laws and regulations. These laws and 
regulations are continually changing and are generally becoming more restrictive. The group has made, and expects to make 
in the future, expenditures to comply with such laws and regulations, but cannot predict the full amount of such future 
expenditures. Estimated future reclamation costs are based principally on legal and regulatory requirements. The previous table 
is a reconciliation of the total liability for environmental rehabilitation.

While the ultimate amount of rehabilitation costs to be incurred in the future is uncertain, the group has estimated that, based 
on current environmental and regulatory requirements, the present value of total estimated future rehabilitation cash flows is 
approximately R1.390 million (2021: R955 million).

The breakdown of the liability per site is as follows:

Breakdown of environmental rehabilitation provision
Group

2022
R’000

2021
R’000

Khanyisa 112 505 94 255

Elandspruit 422 911 273 604

Blesboklaagte 1 093 947

Vanggatfontein 708 923 537 702

Intibane 17 245 14 945

Moabsvelden 127 063 78 300

1 389 740 999 753

Group

2022
R’000

2021
R’000

Non-current liabilities 1 389 740 998 806

Current liabilities – 947

1 389 740 999 753

In determining the above provision, the current cost estimates as determined by environmental rehabilitation experts have 
been escalated to a future value at an inflation rate of 4.27% (2021: between 4.3% and 4.27%) over a period of between ten and 
one years (2021: between nine and three years). The future value was then discounted at a rate of between 10.55% and 5.39% 
(2021: between 9.49% and 7.48%).

The group's net capitalisation of R345 million (2021: R143.5 million) relates to changes in estimates to mineral properties due to 
ongoing mining operations and primarily due to Elandspruit, Vanggatfontein and Moabsvelden which increased by R147 million, 
R178 million and R47 million, respectively (2021: R36 million, R40 million and R78 million).
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23. Environmental rehabilitation provision continued

 Environmental rehabilitation provision and general provisions – composition and analysis continued

 Reconciliation of environmental rehabilitation provision continued

The expected life of mine for each mine site as at 31 March 2022 is as follows:

Group

2022
R’000

2021
R’000

Estimated life of mine

Khanyisa 1 2

Elandspruit 3 4

Vanggatfontein 7 10

Moabsvelden 10 10

Although Khanyisa has an expected life of mine of one year, there is an initiative of extending the life by mining closer to Transnet 
pipeline that runs across the mine and other neighbouring mines.

The group intends to finance the ultimate rehabilitation costs from the money invested in and ongoing contributions to 
environmental rehabilitation investments, as well as proceeds on the sale of assets at the time of mine closure. The group has 
guarantees in place relating to environmental liabilities.

Group

2022
R’000

2021
R’000

Net undiscounted obligation

Estimated rehabilitation cost (undiscounted) 1 802 418 1 382 637

Amounts invested in rehabilitation investment (124 298) (89 381)

Total net undiscounted obligation 1 678 120 1 293 256

Guarantees

Environmental rehabilitation guarantees issued to the Department of Mineral

Resources and Energy 498 316 385 919

Environmental rehabilitation guarantees issued to other parties 21 667 21 667

519 983 407 586

These guarantees have been issued by third parties on behalf of the group and are secured by a cession of rehabilitation 
investments and cash and cash equivalents (refer to notes 10 and 18), together with other group sureties and indemnities.

The rehabilitation liability will be funded from operational cash flows generated by the group’s normal operations.

24. Trade and other payables
 Accounting policies relating to trade and other payables
 Classification

Trade and other payables, excluding value added tax and amounts received in advance, are classified as financial liabilities 
subsequently measured at amortised cost.

 Recognition and measurement
Trade and other payables are recognised when the group becomes a party to contractual provisions and are measured, at initial 
recognition, at fair value plus transaction costs.

Trade and other payables are subsequently measured at amortised cost using the effective interest method.

If trade and other payables contain a significant financing component, and the effective interest method results in the recognition 
of interest expense, then it is included in profit or loss in finance costs paid (refer to note 30).

Trade and other payables expose the group to liquidity risk and possibly to interest rate risk. Refer to note 36 for details of risk 
exposure and the management thereof.

 Financial instrument and non-financial instrument components of trade and other payables

Group Company

2022
R’000

2021
R’000

2022
R’000

2021
R’000

Financial instruments

Trade payables 971 971 588 007 2 924 4 881

Accruals 31 214 81 491 7 681 10 867

Other payables 743 6 263 – –

Non-financial instruments

Value added tax 6 841 2 062 714 589

Payroll accruals* 22 883 12 060 8 488 4 676

1 033 652 689 883 19 807 21 013

*	 The	payroll	accruals	have	been	reclassified	as	a	non-financial	instrument	in	terms	of	IAS	19.

Group Company

2022
R’000

2021
R’000

2022
R’000

2021
R’000

At amortised cost 1 003 928 675 754 10 605 15 748

Non-financial instruments 29 724 14 122 9 202 5 265

1 033 652 689 876 19 807 21 013
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25.  Loans from group companies
 Accounting policies relating to loans from group companies 
 Classification

Loans from group companies are classified as financial liabilities subsequently measured at amortised cost.

 Recognition and measurement
Loans from group companies are recognised when the group becomes a party to the contractual provisions of the loan. The 
loans are measured, at initial recognition, at fair value plus transaction costs, if any. Loans from related parties are subsequently 
measured at amortised cost using the effective interest method.

Interest expense, calculated on the effective interest method, is included in profit or loss in finance costs paid (refer to note 30). 
Loans from group companies expose the company to liquidity risk and interest rate risk. Refer to note 36 for details of risk 
exposure and the management thereof.

 Loans from group companies – composition and analysis
Group Company

2022
R’000

2021
R’000

2022
R’000

2021
R’000

Subsidiaries

Wescoal Trading Proprietary Limited – – 331 562 327 582

Wescoal Exploration Proprietary Limited – – 548 548

Wescoal Mineral Recoveries Proprietary Limited – – 602 602

Wescoal Mining Proprietary Limited – – 110 402 –

– 443 114 328 732

Inter-company loans payable are subordinated in favour  
of borrowings raised (refer to note 20).*

Split between non-current and current portions

Current liabilities – – 443 114 328 732

*	 The	company	has	subordinated	for	the	benefit	of	creditors	both	present	and	future,	so	much	of	its	claim	against	the	subsidiary	as	would	enable	the	
claims	of	such	other	creditors	to	be	paid	in	full.	The	claims	of	such	other	creditors	of	subsidiary	both	present	and	future	will	rank	preferentially	to	be	
subordinated	claim	of	the	company	against	the	subsidiary.

26. Revenue
 Accounting policies relating to revenue

The following specific recognition criteria must be met before revenue is recognised:

 Sale of coal – IFRS 15
Revenue is measured based on the consideration specified in a contract with a customer. The group recognises revenue when it 
transfers control over a good to a customer. Customers obtain control of coal supplied when the goods are delivered to and have 
been accepted at their premises. Payment is received within 30 days after delivery and therefore control has been transferred to 
the customer. No discounts are provided for coal sales.

Revenue is recognised when the goods are delivered and have been accepted by customers at their premises.

 Rendering of services– IFRS 15
Revenue is measured based on the consideration specified in a contract with a customer. The group recognises revenue when a 
service is rendered to a customer. The group obtains the right to revenue as the service is rendered in the case of transportation of 
coal; this is when the delivery of coal arrives and is accepted at the customer’s premises. Payment is received within 30 days after 
delivery and therefore control has been transferred to the customer. No discounts are provided for transportation services.

Revenue is recognised when the goods are delivered and have been accepted by customers at their premises.

26. Revenue continued

 Accounting policies relating to revenue continued

 Administration fees – IFRS 15
Revenue is measured based on the consideration specified in a contract with a customer. The group recognises revenue as the 
service is provided to the customer. Invoices for administrative services are issued on a monthly basis and are usually payable 
within 30 days.

These services are on-charged on a monthly basis based on actual time spent managing the operating subsidiaries and are 
recognised in the accounting period in which the services were rendered.

 Interest received
Interest is recognised, in profit or loss, when the group’s right to receive payment has been established. Interest received does not 
form part of revenue received from contracts with customers.

 Rental income
Rental income from investment property leased out is recognised on a straight-line basis over the term of the lease.

 Revenue – composition and analysis

Group Company

2022
R’000

2021
R’000

2022
R’000

2021
R’000

Revenue from contracts with customers

Sale of goods 3 907 008 3 056 388 – –

Rendering of services 1 231 874 846 243 94 460 96 014

5 138 882 3 902 631 94 460 96 014

Revenue other than from contracts with customers

Interest received – – 75 280 82 110

5 138 882 3 902 631 169 740 178 124

Disaggregation of revenue from contracts with customers

The group disaggregates revenue from customers as follows:

Sale of goods

Local sales 753 881 805 340 – –

Eskom sales 3 000 144 2 149 312 – –

Export sales 152 983 101 736 – –

3 907 008 3 056 388 – –

Rendering of services

Administration and management fees received  
(recognised over time) – – 94 460 96 014

Transport services (recognised on coal delivery) 1 231 553 845 927 – –

Rental income (recognised over time) 321 316 – –

1 231 874 846 243 94 460 96 014

Total revenue from contracts with customers 5 138 882 3 902 631 94 460 96 014
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27. Cost of sales
Group Company

2022
R’000

2021
R’000

2022
R’000

2021
R’000

Sale of goods 4 146 875 3 084 343 – –

Depreciation 440 981 406 905 – –

4 587 856 3 491 248 – –

Sale of goods

Direct purchases 1 973 972 1 393 144 – –

Royalty expenses 51 780 39 488 – –

Mining contractor cost 1 687 773 1 380 188 – –

Consumables and maintenance cost 10 176 10 913 – –

Staff cost 22 560 7 852 – –

Fuel 400 224 252 323 – –

Mining overhead and other cost 390 435 – –

4 146 875 3 084 343 – –

Coal processing – Depreciation

Property, plant and equipment 438 705 406 251 – –

Right-of-use assets 2 276 657 – –

440 981 406 908 – –

28. Operating profit/(loss)
Operating profit/(loss) for the year is stated after charging (crediting) the following among others:

Group Company

2022
R’000

2021
R’000

2022
R’000

2021
R’000

Operating income

Gain/(loss) on disposal of assets 42 (3 884) – 2

Fair value gain on financial assets 7 136 14 497 – –

Other income 2 745 4 374 229 40

Management fee income from Arnot OpCo 16 372 15 600 – –

By-product sales 2 887 1 128 – –

29 182 31 715 229 42

Auditor’s remuneration

Audit fees – external 5 565 8 067 5 565 8 067

Auditor’s remuneration – internal 1 039 999 1 039 999

Remuneration other than to employees

Consulting and professional services 40 293 44 543 20 080 33 736

28. Operating profit/(loss) continued

 Employee costs 
 Accounting policies relating to employee benefits
	 Short-term	employee	benefits

The cost of short-term employee benefits is recognised in the period in which the service is rendered and is not discounted. 
The expected cost of compensated absences is recognised as an expense as the employees render services that increase their 
entitlement or in the case of non-accumulating absences when the absence occurs. The expected cost of bonus payments is 
recognised as an expense when there is a legal or constructive obligation to make such payments as a result of past performance.

	 Defined	contribution	plans
Payments to defined contribution retirement benefit plans are charged as an expense as they fall due. Payments made to 
industry-managed retirement benefit schemes are dealt with as defined contribution plans where the group’s obligation under 
the schemes is equivalent to those arising in a defined contribution retirement benefit plan.

 Payroll provision
Movement in payroll provision relates to restructuring provisions raised. Restructuring provisions are charged as an expense when 
the group has committed to a plan of restructuring and are quantified as the expected cost of restructuring.

 Employee costs – composition and analysis
As at 31 March 2022, the group had 190 permanent employees (2021: 192). The total cost of employment of all employees 
including executive directors was as follows:

Group Company

2022
R’000

2021
R’000

2022
R’000

2021
R’000

Salaries, wages, bonuses and other benefits 102 219 93 577 33 468 33 741

Retirement benefit plans: defined contribution expense 6 401 5 947 1 724 2 009

Payroll provision movement – 2 557 – –

Share-based compensation expense 157 1 532 95 1 395

Total employee costs 108 777 103 613 35 287 37 145
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28. Operating profit/(loss) continued

 Depreciation and amortisation
Group Company

2022
R’000

2021
R’000

2022
R’000

2021
R’000

Depreciation of property, plant and equipment 440 611 409 359 208 393

Depreciation of right-of-use assets 2 381 2 947 105 667

Amortisation of intangible assets 2 592 2 256 1 157 2 231

Total depreciation and amortisation 445 584 414 562 1 470 3 291

Less: Depreciation included in cost of merchandise  
sold and inventories (440 981) (406 908) – –

Total depreciation and amortisation expensed 4 603 7 654 1 470 3 291

Impairment losses

Goodwill 2 951 21 026 – –

Investments in subsidiaries, joint arrangements and associates 59 390 – – 6 467

62 341 21 026 – 6 467

Movement in credit loss allowances

Trade and other receivables 45 182 (1 799) 1 699 –

Other receivables 1 016 – 1 016 –

Lease receivables (610) 3 514 – –

Bad debts written off 9 285 – – –

54 873 1 715 2 715 –

Other

Repairs and maintenance 15 779 13 988 – –

Computer expenses – 11 877 – 6 666

Profit on exchange differences 1 631 – – –

29. Interest income
Group Company

2022
R’000

2021
R’000

2022
R’000

2021
R’000

Interest income

Investments in financial assets

Interest on bank deposits 580 967 – 223

Lease receivables 13 824 19 134 – –

Other financial assets 8 386 6 324 8 217 6 048

Loans to group companies

Subsidiaries – – 67 063 75 839

22 790 26 425 75 280 82 110

Disclosed as revenue – – (75 280) (82 110)

Total interest income 22 790 26 425 – –

Salungano recovers the finance charges from refinanced borrowings to its subsidiaries based on the proportion of the amount 
borrowed by each subsidiary (refer to note 20).

30. Finance costs
 Accounting policies relating to borrowing costs

Borrowing costs that are directly attributable to the acquisition, construction or production of a qualifying asset are capitalised 
as part of the cost of that asset until such time as the asset is ready for its intended use. The amount of borrowing costs eligible 
for capitalisation is determined as follows:

• Actual borrowing costs on funds specifically borrowed for the purpose of obtaining a qualifying asset less any temporary 
investment of those borrowings; and

• Weighted average of the borrowing costs applicable to the entity on funds generally borrowed for the purpose of obtaining a 
qualifying asset. The borrowing costs capitalised do not exceed the total borrowing costs incurred.

The capitalisation of borrowing costs commences when:

• expenditures for the asset have occurred;

• borrowing costs have been incurred; and

• activities that are necessary to prepare the asset for its intended use or sale are in progress.

Capitalisation is suspended during extended periods in which active development is interrupted. Capitalisation ceases when 
substantially all the activities necessary to prepare the qualifying asset for its intended use or sale are complete.

All other borrowing costs are recognised as an expense in the period in which they are incurred.

During the current year, the group capitalised borrowing costs during the construction of Moabsvelden Mine to the value of 
R1.8 million (2021: R8.9 million).
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30. Finance costs continued

 Borrowing costs – composition and analysis
Group Company

2022
R’000

2021
R’000

2022
R’000

2021
R’000

Interest-bearing borrowings 60 398 86 807 60 398 84 685

Capitalised borrowing costs (1 851) (8 909) – –

Lease liabilities 14 592 19 691 – –

Bank overdraft 5 311 3 395 6 217 3 395

Unwinding of discount on provisions and other liabilities 91 443 76 278 – –

Other interest paid 11 090 3 677 2 905 207

Total finance costs 180 983 180 939 69 520 88 287

The borrowing costs were capitalised at an interest rate between JIBAR plus 2.75% and JIBAR plus 3.50% (refer to note 11).

31. Taxation
Group Company

2022
R’000

2021
R’000

2022
R’000

2021
R’000

Major components of the tax expense (income)

Current

Local income tax – current period 84 753 59 331 308 335

Local income tax – recognised in current tax for prior periods 2 (739) 2 541 1 255

84 755 58 592 2 849 1 590

Deferred

Originating and reversing temporary differences (64 764) (36 116) (606) (381)

Changes in tax rates (4 415) – 119 –

Arising from prior period adjustments (15 930) (6 412) – 9 035

(85 109) (42 528) (487) 8 654

(354) 16 064 2 362 10 244

31. Taxation continued

Group Company

2022
R’000

2021
R’000

2022
R’000

2021
R’000

Reconciliation of the tax expense

Reconciliation between accounting profit and tax expense

Accounting (loss)/profit (37 525) (19 762) 2 421 (32 622)

Tax at the applicable tax rate of 28% (2021: 28%) (10 507) (5 533) 678 (9 134)

Adjustments

Non-deductible expenses

Share-based payment expense 18 39 – –

Expenses not deductible 301 3 404 – 2 531

Legal, consulting and professional fees 1 092 2 586 1 084 2 586

Loss on disposal of assets – 7 – –

Apportionment 62 – 62 –

Donations 54 – – –

Apportionment correction – value added tax 188 – 151 –

Share of loss from equity accounted joint venture 4 911 – – –

Impairment of investment in joint venture 17 646 – – –

Interest expense 1 4 659 1 3 427

Impairment of goodwill 826 5 887 – 1 810

Penalties and interest 829 543 22 36

Bad debts written off – 555 – –

Amortisation of mineral right 4 468 10 678 – –

Guarantee fees 1 545 – – –

Royalty expenses 276 423 – –

Transaction cost 1 337 391 – 391

Non-taxable income

Interest on preference shares (2 300) (1 693) (2 300) (1 693)

Interest received – finance lease liability – (157) – –

Fair value on investment (824) – – –

Gain on financial instrument – valuation – (2 354) – –

Other income – (30) – –

South African Revenue Services interest received – (59) – –

Other adjustments

Assessed loss previously not recognised as deferred tax asset – 3 767 – –

Other adjustments (236) 102 4 –

Change in tax rate (6 151) – 119 –

Adjustment in respect of prior periods (13 890) (7 151) 2 541 10 290

(354) 16 064 2 362 10 244

Effective from 1 April 2022, the effective tax rate has changed from 28% to 27%. The deferred tax assets and liabilities have been 
recognised at the new tax rate (refer to note 23).
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32.  Cash generated from/(used in) operations
Group Company

2022
R’000

2021
R’000

2022
R’000

2021
R’000

Profit/(loss) before taxation (37 525) (19 762) 2 421 (32 622)

Adjustments for:

Depreciation of property, plant and equipment 440 611 409 358 208 393

Amortisation of intangible assets 2 592 2 256 1 157 2 231

Amortisation of right-of-use asset 2 381 2 947 105 667

(Profit)/loss on sale of property, plant and equipment (42) 3 885 – –

Impairment of investment in joint venture 59 390 – – –

Loss from equity-accounted investments 17 458 307 – –

Share-based payment expense 158 1 533 94 1 395

Interest income (22 790) (26 426) (75 280) (82 110)

Finance costs 180 983 180 939 69 520 89 324

Fair value gain (3 439) (5 666) – –

Prepaid royalty 984 1 512 – –

Impairment of investment in subsidiaries – – – 6 467

Rehabilitation cost incurred (46 479) (12 821) – –

Other non-cash items (1 090) (1 460) – (7 943)*

Impairment of goodwill 2 951 21 026 – –

Expected credit loss 22 305 – 1 016 –

Changes in working capital:

Inventories (155 680) (134 369) – –

Trade and other receivables (144 996) 403 397 (5 253) 11 660

Trade and other payables 343 770 (53 454) (1 209) 1 140

671 655 773 202 (7 221) (9 398)

*	 This	amount	is	made	up	of	mainly	the	following	items	were	paid	in	2020:
	 Lending	finance	cost	R4.6	million	paid	in	2020	and	prepayment	R3.2	million	amortised	in	2021.

33.  Tax paid
Group Company

2022
R’000

2021
R’000

2022
R’000

2021
R’000

Balance at the beginning of the year (969) 7 252 269 559

Current tax for the year recognised in profit or loss (84 755) (58 592) (2 849) (2 606)

Balance at the end of the year 12 356 969 676 (269)

(73 368) (50 371) (1 903) (2 316)

.

34.  Contingent liabilities and assets
34.1 Dispute – Mining contractor (Stefanutti Stocks Mining Services Proprietary Limited)

During the year ended March 2021, the group received a statement of claim pertaining to losses incurred by Stefanutti Stocks 
Mining Services (“SSMS”) in terms of the contract mining agreement concluded on 30 November 2018 and terminated effective 
31 July 2020. The group, disclaiming the liability, has submitted a comprehensive response rebutting a majority of the SSMS claims 
and lodged its own counterclaims which include the recoupment of historical mining costs incurred in terms of the contract 
mining agreement. On 10 March 2021, the parties agreed to the appointment of an arbitrator. The arbitration proceedings 
since have reached close of pleadings stage and are set to proceed with the hearing scheduled for August 2022. At this stage, it 
seems unlikely that there will be any settlement outcomes therefore no provision has been made in the consolidated financial 
statements.

34.2 Tokata Resources Proprietary Limited
In the March 2020 integrated annual report, it was indicated that arbitration proceedings with Tokata Resources Proprietary 
Limited (“Tokata”) resulted in a settlement agreement in terms of which the coal supply was reinstated and the arbitration put 
on stay.

During the current reporting period, Tokata sought to cancel the settlement agreement entered into with Wescoal Mining 
Proprietary Limited in September 2019. This has resulted in Wescoal reinstating the arbitration proceedings which were put on 
stay per the settlement agreement. At the date of reporting, Wescoal had submitted its statement of claim in relation to the 
arbitration and Tokata has submitted their statement of defence and counterclaim against Wescoal Mining. This process is 
currently being undertaken by Wescoal Mining external counsel. The arbitration hearing was scheduled to take placed between 
the 20th to 29th of April 2022. However, Tokata has been engaging in various continuous delay processes that culminated in the 
late withdrawal of their attorneys of record in the matter and their subsequent re-appointment which included an extremely 
late request to amend their statement of defence and counterclaim. Though a favourable ruling was granted to Wescoal Mining 
(as it related to wasted costs occasioned by the postponement), the arbitrator saw it fit to grant Tokata the requested pleading 
amendments, the effect of which was a postponement of the proceedings sine die. As a result, Wescoal Mining has not recorded 
a receivable for its claim nor a provision for the possible obligation.

34.3 Absa Property Development Proprietary Limited
On 3 July 2018, Absa Property Development Proprietary Limited (“Absa”) indicated that they were not satisfied with the 
rehabilitation to Portion 26 of the Farm Blesboklaagte 296JS Emalahleni Mpumalanga (the “property”) that Wescoal Mining 
Proprietary Limited leased from Absa. Wescoal Mining does not agree with the required rehabilitation and mitigation measures 
as set out by Absa. Although Wescoal Mining disclaims the liability, the claim by Absa against Wescoal Mining is for an amount 
of R25 million. Possible settlement outcomes from the discussions are not expected to have a material negative impact on the 
group and therefore no provision in relation to this matter has been made.

34.4 South African Revenue Service (“SARS”)
In July 2020, SARS initiated a diesel audit process on Keaton Mining Proprietary Limited (“Keaton”) for the period May 2018 to 
May 2020 with an extended scope from June 2020 to December 2020. The diesel audit was concluded in September 2021 and 
SARS disallowed the diesel refunds claimed for the entire period under audit based on the reasons mentioned in the letter of 
demand received from SARS dated 17 September 2021.

The letter of demand resulted in a tax liability of R87 million of which the capital amount is R77 million and the interest is 
R9 million. Keaton disputed the audit outcome based on factual reasons that SARS did not take into consideration in arriving at 
their conclusion. Keaton is of the view that SARs’ basis of seeking to claim diesel refunds previously paid to Keaton during the 
audit period is misdirected.

Keaton has performed an analysis of the merits of SARs’ claim and is of the view that such a claim will be limited to R13 million. 
This amount has been recognised in the financial statements for the period ended 31 March 2022.
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35. Commitments
 Authorised capital expenditure

Group Company

2022
R’000

2021
R’000

2022
R’000

2021
R’000

Authorised capital expenditure

Already contracted for but not provided for 21 630 – – –

Not yet contracted for and authorised by directors 99 975 147 500 – –

36. Financial instruments and risk management
 Accounting policies relating to financial instruments and risk management

Financial instruments held by the group are classified in accordance with the provisions of IFRS 9: Financial	Instruments.  
The classification possibilities, which are adopted by the group, as applicable, are as follows:

 Financial assets which are debt instruments
• Designated at amortised cost is used only when the contractual terms of the instrument give rise, on specified dates, to cash 

flows that are solely payments of principal and interest on principal, and where the instrument is held under a business model 
whose objective is met by holding the instrument to collect contractual cash flows; or

• Mandatorily at fair value through profit or loss. The group automatically applies this classification to all debt instruments 
which do not qualify at amortised cost or at fair value through other comprehensive income.

 Financial liabilities
• Amortised cost. The group uses this category when the business model and the contractual terms of the instrument give rise, 

on specified dates, to cash flow outflows that are solely payments of principal and interest on principal.

A specific accounting policy for the classification, recognition and measurement of each type of financial instrument held by the 
group has been presented with each of the relevant instruments under the note disclosure.

 Financial instruments and risk management – composition and analysis
 Categories of financial instruments
	 Categories	of	financial	assets	

Group

Notes

Fair value
 through
 profit or

 loss –
 mandatory

R’000

Amortised 
cost

R’000

Non-
financial 

assets
R’000

Total
R’000

Fair 
value

R’000

2022

Loan to joint venture 11 – 23 751 – 23 751 23 751

Other receivables 12 – 63 105 – 63 105 63 105

Investments at fair value 10 115 983 – – 115 983 115 983

Finance lease receivables 13 – – 185 555 185 555 185 556

Trade and other receivables 17 – 614 737 65 066 679 803 614 737

Cash and cash equivalents 18 – 270 854 – 270 854 270 854

Restricted cash – 8 315 – 8 315 8 315

115 983 980 762 250 621 1 347 366 1 282 301

36. Financial instruments and risk management continued

 Financial instruments and risk management – composition and analysis continued

 Categories of financial instruments continued

	 Categories	of	financial	assets	continued 

Group

Notes

Fair value
 through
 profit or

 loss –
 mandatory

R’000

Amortised 
cost

R’000

Non-
financial 

assets
R’000

Total
R’000

Fair 
value

R’000

2021

Other receivables 12 – 55 906 – 55 906 55 906

Investments at fair value 10 81 529 – – 81 529 81 529

Finance lease receivables* 13 – – 245 905 245 905 245 905

Trade and other receivables 17 – 518 293 40 265 558 558 518 293

Cash and cash equivalents 18 – 238 565 – 238 565 238 565

Restricted cash – 6 744 – 6 744 6 744

81 529 819 508 286 170 1 187 207 1 146 942

	 *	 Finance	lease	receivables	have	been	reclassified	from	financial	to	non-financial.

Company

Notes

Amortised 
cost

R’000

Non-
financial 

assets
R’000

Total
R’000

Fair 
value

R’000

2022

Loans to group companies 11 978 365 – 978 365 978 365

Loans receivable 12 63 105 – 63 105 63 105

Trade and other receivables 17 26 961 2 873 29 834 26 961

Cash and cash equivalents 18 570 – 570 570

1 069 001 2 873 1 071 874 1 069 001

2021

Loans to group companies 11 1 103 207 – 1 103 207 1 150 609

Other receivables 12 55 906 – 55 906 55 906

Trade and other receivables 17 17 463 8 748 26 211 17 463

Cash and cash equivalents 18 139 – 139 139

1 176 715 8 748 1 185 463 1 224 117
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36. Financial instruments and risk management continued

 Financial instruments and risk management – composition and analysis continued

 Categories of financial instruments continued

	 Categories	of	financial	liabilities	continued 

Group

Notes

Amortised 
cost

R’000

Non-
financial 

liabilities
R’000

Total
R’000

Fair 
value

R’000

2022

Trade and other payables 24 1 003 928 29 724 1 033 652 1 033 652

Interest-bearing borrowings 20 678 873 – 678 873 678 873*

Lease obligations 22 – 200 060 200 060 200 060

Bank overdraft 18 98 418 – 98 418 98 418

1 781 219 229 784 2 011 003 2 011 003

2021

Trade and other payables 24 675 754 14 122 689 876 689 876

Interest-bearing borrowings 20 926 606 – 926 606 926 606

Lease obligations^ 22 – 260 300 260 300 260 300

Financial liabilities at amortised cost 21 1 090 – 1 090 1 090

Bank overdraft 18 73 064 – 73 064 73 064

1 676 514 274 422 1 950 936 1 950 936

*	 Included	in	interest	bearing	borrowing	is	the	interest	swap	measured	at	fair	value	through	profit	or	loss.
^	 Lease	obligation	has	been	reclassified	from	financial	to	non-financial.

Company

Notes

Amortised 
cost

R’000

Non-
financial 

liabilities
R’000

Total
R’000

Fair 
value

R’000

2022

Trade and other payables 24 10 605 9 202 19 807 19 807

Loans from group companies 25 443 114 – 443 114 443 114

Interest-bearing borrowings 20 678 873 – 678 873 678 873*

Bank overdraft 18 98 391 – 98 391 98 391

1 230 983 9 202 1 240 185 1 240 185

2021

Trade and other payables 24 15 748 5 265 21 013 21 013

Loans from group companies 25 328 732 – 328 732 328 732

Interest-bearing borrowings 20 931 381 – 931 381 931 381

Lease obligations^ 22 – 125 125 125

Bank overdraft 18 73 064 – 73 064 73 064

1 348 925 5 390 1 354 315 1 354 315

*	 Included	in	interest	bearing	borrowing	is	the	interest	swap	measured	at	fair	value	through	profit	or	loss.
^	 Lease	obligation	has	been	reclassified	from	financial	to	non-financial.

36. Financial instruments and risk management continued

 Financial instruments and risk management – composition and analysis continued

 Capital risk management
The group’s objectives when managing capital are to safeguard its ability to continue as a going concern in order to provide 
returns for its shareholders and benefits for other stakeholders, and to maintain an optimal capital structure to reduce the cost 
of capital.

The approach and capital policies remained consistent with the previous year. Optimising the capital structure remains a key 
priority, and the group may issue new shares, raise long-term debt or sell assets to optimise appropriate capital structure and 
return on equity.

The group monitors capital on the basis of the gearing ratio, calculated as net debt divided by total capital. Net debt is calculated 
as total interest-bearing borrowings (including "current and non-current borrowings” as shown in the statement of financial 
position) less cash and cash equivalents. Total capital is calculated as "equity” as shown in the statement of financial position 
plus net debt.

The group’s long-term target gearing ratio is to remain below 50%. Debt covenants include measurement of net debt against 
EBITDA, debt service ratio, interest cover ratio and net-debt-to equity ratio. The facilities (refer to "liquidity risk”) with Nedbank 
CIB and Standard Bank Limited represent a limited concentration risk. Concentration risk is managed by actively monitoring 
compliance with debt covenants.

The group’s gearing ratio has reduced during the year, as a result of repayments made towards the interest-bearing debt.

Under the refinanced debt package, the following debt covenants are applicable (refer to note 20). The capital structure and 
gearing ratio at 2022 and 2021, respectively, were as follows:

Group Company

Notes
2022

R’000
2021

R’000
2022

R’000
2021

R’000

Loans from group companies 25 – – 443 114 328 732

Financial liabilities at fair value 21 – 1 090 – –

Interest-bearing borrowings 20 678 873 926 606 678 873 931 381

Lease liabilities 200 060 260 300 – 125

Bank overdraft 98 418 73 064 98 391 73 064

Total borrowings 977 351 1 261 060 1 220 378 1 333 302

Cash and cash equivalents 18 (270 854) (238 565) (570) (139)

Net borrowings 706 497 1 022 495 1 219 808 1 333 163

Equity 812 212 848 752 530 094 529 405

Total capital 1 518 709 1 871 247 1 749 902 1 862 568

Gearing ratio (%) 47 55
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36. Financial instruments and risk management continued

 Financial risk management
 Overview

The group is exposed to the following risks from its use of financial instruments:

• Credit risk;

• Liquidity risk; and

• Market risk (currency risk, interest rate risk and price risk).

Risk management is carried out by the head office function under policies approved by the board. The head office function 
identifies, evaluates and manages financial risks in close cooperation with the group’s operating units. The board provides written 
principles for overall risk management, as well as written policies covering specific areas such as interest rate risk, credit risk 
and investment of excess liquidity. The group was exposed to limited foreign currency exchange risk as export sales are priced in 
South African rands.

 Credit risk
Credit risk consists mainly of trade and other receivables, other receivables, lease receivables, cash and cash equivalents and loans 
to group companies. The group only deposits cash with major banks with high-quality credit standings and limits exposure to any 
one counterparty.

The group has assessed the concentration of credit risk. The following concentrations have been assessed: customer- specific, 
industry-specific and regions.

There is a significant concentration of credit risk on the following levels: Salungano is exposed to only a few individual customers, 
also exposed to a specific industry namely, coal mining and is further exposed to specific Mpumalanga regions. Trade receivables 
consist mainly of Eskom, Sasol Mining, government institutions and private sector and mining entities. Eskom and Sasol Mining 
have a history of no defaults and credit ratings of Caa1 and Ba2, respectively. Both Eskom’s and Sasol’s credit ratings did not 
decrease significantly during the year and, as a result, the group did not have a significant increase in credit risk during the year. The 
group only trades with recognised creditworthy third parties. It is the group’s policy that all customers who wish to trade on credit 
terms be subject to credit verification procedures, which include an assessment of credit rating, short-term liquidity and financial 
position. Refer to notes 2 and 11 for further information.

The group strives to enter into sales contracts with customers which stipulate the required payment terms. It is expected of each 
customer that these payment terms are adhered to. Where trade receivables balances become past due, the normal recovery 
procedures are followed to recover the debt. Where applicable, new payment terms may be arranged to ensure that the debt is 
fully recovered.

The Salungano Group establishes an allowance for non-recoverability or impairment that represents its estimated credit loss 
allowance in respect of trade receivables, other receivables, cash and cash equivalents and loans and receivables. The main 
components of these allowances are a 12-month ECL component that results from possible default events within 12 months after 
the reporting date and a lifetime ECL component that results from all possible default events over the expected life of a financial 
instrument.

The assessment is based on a 12-month ECL when the risk of default is not elevated within the following 12 months. Where there 
is an indication of a possible default event the lifetime ECL is determined. Management has determined that due to the credit risk 
concentration, all trade receivables have been assessed under the lifetime ECL model.

36. Financial instruments and risk management continued

 Credit risk continued
Group

12 month 
PD ranges

%
Stage 1
R’000

Stage 2
R’000

Stage 3
R’000

Purchased 
credit 

impaired
R’000

Total
R’000

2022

Loan to joint venture 63 – 45 649 – – 45 649

Finance lease receivable 7.15  185 555 – – –  185 555 

Other receivables 7.15  63 105 – – –  63 105 

Trade receivables 7.15  588 977 42 234 – – 631 211

Other trade receivables 7.15  8 914 – – –  8 914 

Gross carrying amount  846 551  87 883 – –  934 434 

Expected credit loss (6 751)  (42 161) – –  (48 912)

Net carrying amount  839 800  45 722 – –  885 522

2021

Finance lease receivable 6.90  245 905 – – –  245 905 

Other receivables 6.90  55 906 – – –  55 906 

Trade receivables 6.90  505 049 – – –  505 049 

Other trade receivables 6.90  17 047 – – –  17 047 

Gross carrying amount  823 907 – – –  823 907 

Expected credit loss  7 317  7 317 

Net carrying amount  816 590 – – –  816 590
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36. Financial instruments and risk management continued

 Credit risk continued
Company

12 month 
PD ranges

%
Stage 1
R’000

Stage 2
R’000

Stage 3
R’000

Purchased 
credit 

impaired
R’000

Total
R’000

2022

Loans to group companies 7.15  978 361 – –  1 016  979 377 

Other receivables 7.15  64 121 – – –  64 121 

Trade receivables 7.15  20 417 – – –  20 417 

Other trade receivables 7.15  8 243 – – –  8 243 

Gross carrying amount  1 071 142 – –  1 016  1 072 158 

Expected credit loss  (2 715) – –  (1 012)  (3 727)

Net carrying amount  1 073 857 – –  2 028  1 075 885 

2021

Loans to group companies 6.90  1 103 203 – –  1 016  1 104 219 

Other receivables 6.90  55 906 – – –  55 906 

Trade receivables 6.90  4 436 – – –  4 436 

Other trade receivables 6.90  13 027 – – –  13 027 

Gross carrying amount  1 176 572 – –  1 016  1 177 588 

Expected credit loss  (1 012)  (1 012)

Net carrying amount  1 177 584 – –  1 016  1 178 600 

 Trade receivables
The group measures ECL allowances on a grouped basis using the simplified approach for trade and other receivables. For cash 
equivalents, cash deposits, other receivables and loans and receivables, the group does not measure these instruments on a 
collective basis.

During lockdown Level 5 and 4, the company operated as an essential services entity, with sales mainly going to Eskom and 
Sasol which are also essential services entities. The group's Trading business has a diverse client base and following the easing 
of the lockdown, sales and off take have largely returned to pre-lockdown levels, with minimal customers requesting payment 
arrangements or concessions on price. As a result, no additional provisions have been made to the ECL allowance for COVID-19.

To measure the ECL, trade receivables have been grouped based on the days past due.

The expected loss rates are based on the payment profiles of sales over a period of 36 months before 31 March 2022 or 
1 April 2022, respectively, and the corresponding historical credit losses experienced within this period. The historical loss rates 
are adjusted to reflect current and forward-looking information on macroeconomic factors such as COVID-19 which may affect 
the ability of the customer to settle the receivables.

36. Financial instruments and risk management continued
 Financial assets

All of the entity’s financial liabilities at amortised cost and fair value through other comprehensive income are considered to 
have low credit risk, and the loss allowance recognised during the period was therefore limited to 12 months’ expected losses. 
Management considers “low credit risk” for listed bonds to be an investment-grade credit rating with at least one major rating 
agency. Other instruments are considered to be low credit risk where they have a low risk of default and the issuer has a strong 
capacity to meet its contractual cash flow obligations in the near term.

 Other financial assets at amortised cost
Other financial assets at amortised cost include loans to related parties and key management personnel, and other receivables.

 Other financial assets at amortised cost
The maximum exposure to credit risk is presented in the table below.

2022 2021

Notes

Gross
carrying
amount

R’000

Credit loss
allowance

R’000

Amortised
cost

R’000

Gross
carrying
amount

R’000

Credit loss
allowance

R’000

Amortised
cost

R’000

Group
Loan to joint venture 11 45 649 (21 898) 23 751 – – –

Other receivable 12 64 121 (1 016) 63 105 55 906 – 55 906

Investments at fair 
value through profit 
or loss 10 115 983 – 115 983 81 529 – 81 529

Lease receivables 13 12 095 (2 903) 9 192 249 419 (3 514) 245 905

Trade and other 
receivables 17 641 823 (27 086) 614 737 518 293 (3 803) 514 490

Cash and cash 
equivalents 18 270 854 – 270 854 240 882 – 240 882

1 150 525 (52 903) 1 097 622 1 146 029 (7 317) 1 138 712

Company
Loans to group 
companies 11 979 377 (1 012) 978 365 1 104 219 (1 012) 1 103 207

Other receivable 13 64 121 (1 016) 63 105 55 906 – 55 906

Trade and other 
receivables 17 26 961 – 26 961 17 463 – 17 463

Cash and cash 
equivalents 18 570 – 570 139 – 139

1 071 029 (2 028) 1 069 001 1 177 727 (1 012) 1 176 715
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36. Financial instruments and risk management continued

 Liquidity risk
Prudent liquidity risk management implies maintaining sufficient cash, the availability of funding through an adequate amount of 
committed credit facilities and the ability to close out market positions. Due to the dynamic nature of the underlying businesses, 
group treasury maintains flexibility in funding by maintaining availability under committed credit lines.

The following tables analyse the group’s financial liabilities into relevant maturity groupings based on the remaining period at the 
statement of financial position date to the contractual maturity date. The amounts disclosed in the tables are the contractual 
undiscounted cash flows.

The maturity profile of contractual cash flows of non-derivative financial liabilities, and financial assets held to mitigate the risk, 
are presented in the following table. The cash flows are undiscounted contractual amounts.

Group

Notes

Less than
 one year 

R’000

One to 
two years

 R’000

Two to five 
years 

R’000
Total

R’000

Carrying 
amount 

R’000

2022

Non-current liabilities

Lease liabilities 22 – 134 120 – 134 120 124 606

Current liabilities

Trade and other payables 24 1 003 928 – – 1 003 928 1 003 928

Interest-bearing borrowings 20 678 873 – – 678 873 678 873

Lease liabilities 22 84 841 – – 84 841 75 454

Bank overdraft 18 98 418 – – 98 418 98 418

1 866 060 134 120 – 2 000 180 1 981 279

2021

Non-current liabilities

Lease liabilities 22 – 200 774 9 165 209 939 191 100

Current liabilities

Trade and other payables 24 687 821 – – 687 821 687 821

Interest-bearing borrowings 20 926 606 – – 926 606 926 606

Financial liabilities at fair value 21 1 090 – – 1 090 1 090

Lease liabilities 22 69 200 – – 69 200 69 200

Bank overdraft 18 73 064 – – 73 064 73 064

1 757 781 200 774 9 165 1 955 653 1 936 814

36. Financial instruments and risk management continued

 Liquidity risk continued

Company

Notes

Less than
 one year 

R’000
Total

R’000

Carrying
 amount 

R’000

2022

Current liabilities

Trade and other payables 24 10 605 10 605 10 605

Loans from group companies 25 443 114 443 114 443 114

Interest-bearing borrowings 20 678 873 678 873 678 873

Bank overdraft 18 98 391 98 391 98 391

2021

Current liabilities

Trade and other payables 24 15 748 15 748 15 748

Loans from group companies 25 328 732 328 732 328 732

Interest-bearing borrowings 20 931 381 931 381 931 381

Lease liabilities 22 125 125 125

Bank overdraft 18 73 064 73 064 73 064

The group manages liquidity risk through an ongoing review of credit facilities to ensure funds are available to cover future 
commitments.

Cash flow forecasts are prepared in the operating entities of the group and aggregated by group treasury, monitoring rolling 
forecasts of the group’s liquidity requirements to ensure it has sufficient cash to meet operational needs. Such forecasting takes 
into consideration the group’s debt financing plans, covenant compliance and compliance with internal balance sheet ratio 
targets.

The liquidity position is addressed as follows:

• Through undrawn overdraft facilities (refer to note 18);

• The directors refinanced the group debt structures during the financial year ended 31 March 2020. R1.1 billion worth of debt 
facilities has been raised, which is adequate to cover the group's liquidity requirements;

• At year ended 31 March 2022, the group had met all of the debt covenants, however, two conditions in relation to the term loan 
capital waiver have not been met at the due date of 31 March 2022; and

• The third amendments reflecting the lenders’ credit approval were all executed on 20 May 2022 and the group is no longer 
in breach as at the reporting date.

 Cash flow interest rate risk
As the group has no significant net interest-bearing assets, its income and operating cash flows are substantially independent 
of changes in market interest rates except for the finance lease receivable on the mining fleet.

The group’s and company’s interest rate risk arises mainly from variable-rate instalment sale agreements and borrowings. These 
borrowings carry variable rates that are linked to the prime lending rate in South Africa. The group has entered into an interest 
rate swap over the borrowings (refer to note 20).

The company has no significant cash flow interest rate risk arising from its interest-bearing loans to and from group companies 
as these loans are interest-free. Instead, the company is exposed to fair value interest rate risk on its external borrowings. 
The company’s income and operating cash flows are substantially independent of changes in market interest rates.
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36. Financial instruments and risk management continued

 Fair value Interest rate risk
The group has entered into interest rate swaps in order to mitigate against the effect of changes in interest rates.

2022 2021

Increase
R’000

Decrease
R’000

Increase
R’000

Decrease
R’000

Group
Pay variable three-month JIBAR less 0.5%, receive fixed 9.83%.  
Five years payable quarterly (1 749) 1 749 (4 312) 4 312

Company
Pay variable three-month JIBAR less 0.5%, receive fixed 9.83%.  
Five years payable quarterly (1 749) 1 749 (4 312) 4 312

A sensitivity analysis has shown that should the three-month JIBAR increase by 1%, the swap liability would decrease by R1.7 
million (2021: R4.3 million).

 Interest rate sensitivity analysis
A change of 100 basis points in the interest rate at the reporting date would have increased/(decreased) profit before tax by the 
amounts shown below. This analysis assumes that all other variables remain constant. The analysis is performed on the same 
basis as 2021.

2022 2021

Increase
R’000

Decrease
R’000

Increase
R’000

Decrease
R’000

Group
Increase or decrease in rate

Impact on profit or loss and equity

Interest-bearing borrowings 1% (2021: 1%) (11 788) 11 788 (9 266) 9 266

Company
Increase or decrease in rate

Impact on profit or loss and equity

Interest-bearing borrowings 1% (2021: 1%) (11 814) 11 814 (9 313) 9 313

 Price risk
The group has no significant investments in equity instruments. The group is not exposed to commodity price risk.

37. Fair value information 
 Fair value hierarchy

The table below analyses assets and liabilities carried at fair value. The different levels are defined as follows:

Level 1:  Quoted unadjusted prices in active markets for identical assets or liabilities that the group can access at measurement 
date.

Level 2: Inputs other than quoted prices included in Level 1 that are observable for the asset or liability either directly or indirectly.

Level 3: Unobservable inputs for the asset or liability.

 Levels of fair value measurements
Level 1

 Recurring fair value measurement liabilities

Group Company

Note
2022

R’000
2021

R’000
2022

R’000
2021

R’000

LIABILITIES

Financial liabilities at fair value through profit  
or loss

Interest rate swap 20 1 719 4 600 – –

Total 1 719 4 600 – –

The interest-bearing borrowings contain a swap through which Salungano has swapped its variable commitment from  
three-month JIBAR less 0.5% to a fixed at 9.83%.

Level 2
 Recurring fair value measurements

Group Company

Note
2022

R’000
2021

R’000
2022

R’000
2021

R’000

ASSETS

Financial assets mandatorily at fair value through 
profit or loss

Restricted investments in rehabilitation portfolio 10 115 983 81 529 – –

Total 115 983 81 529 – –

The restricted investment portfolio is managed primarily by Old Mutual and Centriq and is mainly invested in actively trading unit 
trust shares, equity and cash.

Level 2 fair values for debt instruments held in the environmental rehabilitation funds are based on quotes provided by the 
financial institutions at which the funds are invested at measurement date. These financial institutions invest in instruments 
which are listed.

 Valuation processes applied by the group
The fair value computations of the investments are performed by the group’s corporate finance department, reporting to the 
CFO, on an annual basis. The valuation reports are discussed with the chief operating decision maker and the audit, risk and 
compliance committee in accordance with the group’s reporting governance.
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38. Share-based payments
 Accounting policies relating to share-based payments

The group operates an equity-settled, share-based compensation plan under which the entity receives services from employees 
as consideration for equity instruments (options) of the group. The fair value of the employee services received in exchange for 
the grant of options is recognised as an expense. The total amount to be expensed is determined by reference to the fair value of 
the options granted.

At the end of each reporting period, the group revises its estimates of the number of options that are expected to vest based on 
the non-market vesting conditions. It recognises the impact of the revision to original estimates, if any, in the statement of profit 
or loss and other comprehensive income, with a corresponding adjustment to equity.

When the options are exercised, the group issues new shares. The proceeds received, net of any directly attributable transaction 
costs, are credited to share capital.

The grant by the group of options over its equity instruments to the employees of subsidiary undertakings in the group is treated 
as a capital contribution. The fair value of employee services received, measured by reference to the grant date fair value, is 
recognised over the vesting period as an increase to investment in subsidiary undertakings, with a corresponding credit to equity 
in the parent entity accounts.

 Share-based payments – composition and analysis
Movements in the number of share options outstanding and their related weighted average share price at the exercise date of 
options are as follows:

2022 2021

Number

Weighted 
exercise 

price 
(cents) Number

Weighted 
exercise 

price 
(cents)

Share option group

Outstanding at the beginning of the year 1 687 193 6 031 193

Granted – – – –

Exercised (350) 111 – –

Expired (255) 173 (4 344) 185

As at year-end 1 082 193 1 687 193

39. Going concern
 Current year profitability

For the year ended 31 March 2022, the group generated EBITDA of R646.1 million (2021: R569.3 million) due to minimal 
production-related stoppages and increased take-up of coal from the group’s main customer, Eskom. The current year results 
are after an impairment of R59.4 million in respect of the joint venture investment and an expected credit loss allowance 
R42.2 million related to amounts due from Arnot given the uncertainties around the funding of the joint venture operation.

The group’s cash generation was positively impacted by the completion of Moabsvelden resulting in a 64% reduction in the capex 
requirement to R150.0 million (2021: R419.5 million). This enabled the group to repay debt of R304.5 million over the 12-month period.

The company results are at a net profit of R59 thousand (2021: R43 million net loss) which is a significant improvement in the 
performance mainly due to lower operating costs not recoverable from the operations.

 Cash balances and covenants
As at 31 March 2022, the group had a cash and cash equivalents balance of R172 million (2021: R166 million) and the company had 
a R0.6 million cash balance (2021: R0.1 million). Available facilities on the GBF for the group and company amount to R2 million 
compared to R27 million as at 31 March 2021.

The group has comfortably met all four financial covenants for the period, and all indicate good headroom. As at 31 March 2022, 
the group was in breach of its lending facilities due to the failure to deliver:

• a fully executed equity raise;

• Eskom’s consent to cession over the coal supply agreements; and

• the provision of security over Wescoal Mining shares in Arnot HoldCo.

The third amendment reflecting the lenders’ credit was executed on 20 May 2022 and the group is no longer in breach of the 
facility agreement.

The company will continue to render management services to its operations and generate a market-related margin on its services 
to maintain its revenue-generation stream.

 Liquidity
The ratio is currently at 0.7 as the current liabilities include full repayment of all the borrowings of R678 million due to a breach 
in lending facilities as at 31 March 2022. The third amendment reflecting the lenders’ credit was executed on 20 May 2022 and 
the group is no longer in breach of the facility agreement. Only R294 million (R150 million on the RCF and R144 million on the 
term loan) for the total borrowing of R678 million are due 12 months after year-end which improves the current ratio to 0.9. 
The company's current ratio is at 0.8 for the same reason as the group and improves to 1.4 with the reallocation reclassification 
of the debt of R384 million into the long term. Based on the group and companies latest cash flow projections, the group 
and company will be able to meet its current commitments as they become due. The group will also review debt refinancing 
requirements.

The company will continue to render management services to its operations and generate a market related margin on its services 
to maintain its revenue-generation stream.

 Solvency
As at 31 March 2022, the assets exceeded the total liabilities of the group by R812.3 million (2021: R848.8million) and assets 
exceed the liabilities of the company by R530.1 million (2021: R529.4 million) which reflects that both the group and company are 
still solvent.

Based on the above, the consolidated and separate annual financial statements have been prepared on the basis of accounting 
policies applicable to a going concern. This basis presumes that funds will be available to finance future operations and that the 
realisation of assets and settlement of liabilities, contingent obligations and commitments will occur in the ordinary course of 
business.
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39. Going concern continued

 Implications of COVID-19 on the group and other factors 
 COVID-19

Salungano has navigated and continues to effectively manage the COVID-19 pandemic challenge. We have fortunately not 
had any business interruptions due to COVID-19 in the current financial year. A centralised COVID-19 team ensures uniform 
implementation of all COVID-19 response protocols and ensures we proactively manage and de-risk the business.

There was a strong and consistent performance from all the operations throughout 2022.

Moabsvelden has ramped up production and has been delivering coal into its coal supply agreement with Eskom for the full 
financial year. Vanggatfontein’s production was halted during the last month of the financial year due to the coal supply 
agreement not being awarded by Eskom resulting in high ROM stock volumes. The processing plant has continued to operate by 
processing the high ROM stockpiles and has supplied rectification volumes into the Moabsvelden Eskom contract and to export 
from March 2022. Production is due to be restarted in the first half of 2023 and sales will mainly be into Moabsvelden rectification 
and export.

Trading sales volumes have improved in the financial year when compared to the prior year that was impacted by COVID-19.

 Civil unrest
The civil unrest that occurred in the country during the financial year did not have a material impact on the group and no damage 
to property was experienced. There were limited occurrences where deliveries were delayed but these were caught up within the 
financial year.

 Ukraine conflict
The only impact that the Ukraine conflict has had on the group is the increase in diesel prices which has a direct impact on mining 
and transportation costs. The movement in diesel prices is passed onto Eskom and other customers.

40. Post-financial year-end events 

 Lending arrangements
As reported for the interim period ended 30 September 2021, Salungano Group was in breach of its lending facilities due to two 
outstanding requirements of financial undertaking under its facilities since the year ended 31 March 2021. As at the reporting date, 
the third amendments, which incorporate requirements post credit approval, were signed on 20 May 2022 and the group is no 
longer in breach of its lending agreements.

 Subsidiary name changes
In line with its rebranding and diversification strategy, the group has changed the names of two of its wholly owned subsidiaries 
in the group name: Wescoal Trading Proprietary Limited to Salungano Trading Proprietary Limited, and Wescoal Mineral 
Recoveries Proprietary Limited to Salungano Power Proprietary Limited in June 2022.

 Khanyisa mining contractor notice
In May 2022, the group issued a notice of termination of its mining agreement with its mining contractor effective August 2022. 
The reason for the termination is due to Khanyisa reaching the end of its life at the end of the first half of 2023, although there 
is a possible life extension project.

 Mining contractor claims
In June 2022, the group received letters relating to claims by its mining contractor, IPP Materials and Handling Proprietary Limited, 
relating to mining contracts for Vanggatfontein, Khanyisa and Elandspruit. The group, disclaiming the liability, is considering the 
contents of the claims and will take necessary action to defend its position.

 Arnot legal notification
A legal notification relating to creditor's application for liquidation of Arnot Opco Proprietary Limited ("Arnot Opco" was received 
in June 2022. Arnot Opco has filed its notice of intention to oppose and is currently preparing its response to the case made out 
against it. We understand from Arnot Opco's directors that they are working with their legal advisors to file their defence.

41. Related parties
 Relationships

Subsidiaries Wescoal Mining Proprietary Limited

Wescoal Trading Proprietary Limited

Wescoal Exploration Proprietary Limited

Wescoal Mineral Recoveries Proprietary Limited 

Blanford 006 Proprietary Limited

Proudafrique Trading 147 Proprietary Limited 

Keaton Energy Holdings Limited

Keaton Mining Proprietary Limited

Leeuw Braakfontein Colliery Proprietary Limited 

Labohlano Trading 46 Proprietary Limited 

Neosho Trading 86 Proprietary Limited

Salungano Agriculture Proprietary Limited

Refer to note 8

Joint ventures Arnot HoldCo Proprietary Limited

Arnot OpCo Proprietary Limited (refer to note 9)

Refer to note 9

Group executive committee Key management personnel who have the authority and responsibility for planning, 
directing and controlling activities of the company and subsidiaries

Employee share incentive scheme Wescoal Share Incentive Trust

Members of key management Refer to directors, remuneration (note 43)
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41. Related parties continued

Group Company

2022
R’000

2021
R’000

2022
R’000

2021
R’000

Related party balances
Loan accounts – owing (to)/by related parties
Wescoal Trading Proprietary Limited – – (278 212) (278 485)
Wescoal Mining Proprietary Limited – – 306 017 321 162
Wescoal Mining Proprietary Limited – – (110 402) –
Wescoal Mineral Recoveries Proprietary Limited – – (602) (602)
Blanford 006 Proprietary Limited – – 4 443 4 443
Wescoal Exploration Proprietary Limited – – (548) (548)
Keaton Energy Holdings Limited – – 614 551 728 501
Proudafrique Trading 147 Proprietary Limited – – 4 4
Arnot OpCo Proprietary Limited 23 751 – – –
Refer to notes 11 and 25 for terms and conditions.

Amounts included in trade receivable/(trade payable) 
regarding related parties
Blanford 006 Proprietary Limited – – 774 153
Keaton Energy Holdings Limited – – 5 949 1 963
Keaton Mining Proprietary Limited – – 2 168 1 842
Neosho Trading 86 Proprietary Limited – – 2 172 1 636
Wescoal Mining Proprietary Limited – – 7 718 4 532
Wescoal Trading Proprietary Limited – – 1 471 3 515
Wescoal Trading Proprietary Limited – – (543) (236)
Arnot OpCo Proprietary Limited 22 137 34 463 164 –
Arnot OpCo Proprietary Limited – 13 638 – –

Shares held by the Trust
Wescoal Share Trust (number of shares ’000) 9 508 9 858 9 508 9 858

Related party transactions
Interest (received from)/paid to related parties
Wescoal Mining Proprietary Limited – – (19 891) (22 294)
Wescoal Trading Proprietary Limited – – (3 492) (5 970)
Keaton Energy Holdings Limited – – (39 759) (47 575)

Administration fees paid to/(received from) related parties
Blanford 006 Proprietary Limited – – 3 589 960
Wescoal Mining Proprietary Limited – – 48 741 45 126
Wescoal Trading Proprietary Limited – – 8 501 19 202
Wescoal Trading Proprietary Limited – – (2 643) (2 402)
Keaton Energy Holdings Limited – – – 28 062
Keaton Energy Holdings Limited – – (3 035) (5 315)
Keaton Mining Proprietary Limited – – 16 814 1 331
Neosho Trading 86 Proprietary Limited – – 16 814 1 331

Other related party expenses
Office rentals from Simeka 1 366 1 150 1 366 1 150
Transportation services from Gundo Logistics 227 030 160 798 – –

Compensation to directors and other key management
Non-executive directors’ fees 4 322 4 639 – –
Remuneration 12 434 13 657 – –

Retirement and medical contributions 796 849 – –
Fringe benefits and bonus 1 220 1 081 – –

42. Earnings/(loss) per share
 Basic earnings/(loss) per share

The calculation of basic (loss)/earnings per share is based on net (loss)/profit for the year, attributable to owners of the company, 
divided by the weighted average number of ordinary shares in issue during the year.

Group

2022
R’000

2021
R’000

Basic earnings/(loss) per share (cents)

Net profit/(loss) attributable to owners of the company (rand) (37 171) (35 826)

Weighted average number of ordinary shares in issue 410 058 410 058

Basic earnings/(loss) per share (cents) (9.06) (8.74)

 Diluted earnings per share 
The calculation of diluted earnings/(loss) per share is based on net profit/(loss) for the year attributable to owners of the company. 
The weighted average number of shares in issue is adjusted to assume conversion of all potential dilutive shares as a result of 
share options granted under the share option schemes in issue. A calculation is performed to determine the number of shares that 
could have been acquired at fair value, determined as the average annual market share price of the company’s shares, based on the 
monetary value of the subscription rights attached to the outstanding share options. The number of shares calculated as above is 
compared with the number of shares that would have been issued assuming the exercise of the share options.

Group

2022
R’000

2021
R’000

Diluted earnings/(loss) per share (cents)

Weighted average number of ordinary shares in issue 410 058 410 058

Share options in terms of the Wescoal Share Incentive Trust 1 –

Weighted average number of shares for diluted earnings per share* 410 059 410 058

Diluted earnings/(loss) per share (cents) (9.06) (8.74)

	 *	 	As	the	group	was	in	a	loss-making	position	during	the	financial	year	and	in	2021,	the	impact	of	share	options	would	be	anti-dilutive	and	is	therefore	
not	taken	into	account.
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42. Earnings/(loss) per share continued

 Headline earnings/(loss) and diluted headline earnings/(loss) per share
Headline earnings per share and diluted headline earnings per share are determined by dividing headline earnings and diluted 
headline earnings by the weighted average number of ordinary shares outstanding during a period.

Headline earnings and diluted headline earnings are determined by adjusting basic earnings and diluted earnings by excluding 
separately identifiable remeasurement items. Headline earnings and diluted headline earnings are presented after tax and non- 
controlling interest.

Headline (loss)/earnings and diluted headline earnings/(loss) are determined by adjusting basic earnings/(loss) and diluted earnings/
(loss) by excluding separately identifiable remeasurement items in terms of the JSE headline earnings circular, HEPS Circular 1/2019.

The calculation of headline earnings/(loss), net of taxation and non-controlling interest, per share is based on the basic earnings/
(loss) per share calculation adjusted for the following items:

2022 2021

Gross Net of tax Gross Net of tax

Headline/diluted headline earnings/(loss) per share

Net profit for the year attributable to owners of the company (37 525) (37 171) (19 762) (35 826)

Profit on disposal of property, plant and equipment (42) (30) 3 883 3 014

Goodwill impairment 2 951 2 951 21 026 21 026

Impairment of investment in joint venture 59 390 59 390 – –

Headline earnings/(loss) 24 774 25 140 5 147 (11 786)

Headline earnings/(loss) per share (cents) – 6.13 – (2.87)

Diluted headline earnings/(loss) per share (cents)* – 6.13 – (2.87)

	 *	 	As	the	group	was	in	a	loss-making	position	during	the	financial	year	and	in	2021,	the	impact	of	share	options	would	be	anti-dilutive	and	is	therefore	
not	taken	into	account.

43. Directors’ and prescribed officers’ emoluments
 Executive

Re-
muneration

R’000

Medical and 
provident 
fund con-
tributions

R’000

Annual
 bonus
R’000

Fringe 
and other 

benefits
R’000

Cash 
total

R’000

IFRS 2 
share 

option 
expense

R’000

2022

MR Ramaite 2 809 – – – 2 809 –

JM Speckman* 2 775 225 250 4 3 254 –

T Tshithavhane 3 656 296 329 60 4 342 207

9 240 521 579 64 10 405 207

2021

RL Demana** 3 633 234 277 948 5 092 –

IJ van der Walt*** 1 175 71 623 2 033 3 092 1 233

JM Speckman 463 28 10 – 500 –

T Tshithavhane 3 619 218 76 – 3 913 113

R Ramaite**** 103 – – – 103 –

8 993 551 986 2 981 13 509 1 346

	 *	 	JM	Speckman	resigned	as	group	CFO	and	executive	director	effective	14	April	2022.	She	will	be	leaving	the	company	within	the	next	six	months	from	
resignation.

	 **	 	RL	Demana	has	resigned	effective	31	March	2021.
	 ***	 	IJ	van	der	Walt	has	resigned	effective	31	August	2020.
	 ****	 R	Ramaite	was	appointed	as	interim	CEO	from	15	March	2021.

43. Directors’ and prescribed officers’ emoluments continued 
 Share options in the company held by directors

Financial 
year 
granted

Option 
grant 

(strike price)
 cents

Balance 
held as at 
31 March 

2022
’000

 Balance 
held as at 
31 March 

2021
’000

T Tshithavhane 2017 241 850 850

2018 213 205 205

December 2017 246 19 19

 Non-executive
Non-executive remuneration for attending meetings.

Group

2022
R’000

2021
R’000

HLM Mathe 582 739

MR Ramaite4 – 256

KM Maroga 881 800

C Maswanganyi  358 366

ET Mzimela 400 430

Z Siyotula1 931 915

N Mnxasana2 612 599

A Mabizela3 558 534

4 322 4 639
1	 Z	Siyotula	was	appointed	on	14	February	2019.
2	 N	Mnxasana	was	appointed	on	5	December	2019.
3	 A	Mabizela	was	appointed	on	5	December	2019.
4	 MR	Ramaite	was	appointed	as	interim	CEO	from	1	April	2021	and	his	remuneration	is	disclosed	as	part	of	executive	directors	earnings.

 Prescribed officers

Re-
muneration

R’000

Medical and 
provident 
fund con-
tributions

R’000

Annual
 bonus
R’000

Fringe 
and other 

benefits
R’000

Cash 
total

R’000

IFRS 2 
share 

option 
expense

R’000

2022

M Berry 3 194 275 289 288 4 046 207

2021

M Berry 3 369 205 – 67 3 642 35

KN Mbekeni 1 295 93 – 28 1 416 17

4 664 298 – 95 5 058 52
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43. Directors’ and prescribed officers’ emoluments continued

 Share options in the company held by prescribed officers

Financial 
year 
granted

Option 
grant 

(strike price)
 cents

Balance 
held as at 
31 March 

2022
’000

 Balance 
held as at 
31 March 

2021
’000

M Berry 2014 212 – 2 000

2016 111 – 200

2018 213 205 205

December 2017 246 41 41

KN Mbekeni 2018 213 87 87

44. Change in accounting policy and prior period error
During the current year an error and a restatement relating to the disclosure for the investment in the joint venture were noted 
and have been corrected.

44.1 Assets acquired at no consideration
Arnot acquired the mining rights and the related assets through a business transfer agreement with Exxaro during the year 
ended March 2019 for no consideration and accounted for the assets at the nominal amount paid (Nil). In 2021 calendar year 
Arnot changed its accounting policy to account for these assets at fair value, with a corresponding entry to deferred income. 
This change in accounting policy has being accounted for retrospectively and impacts 2020 and 2021 financial years.

Deferred income is recognised over time to match the depreciation expense, therefore there is a nil impact on profit/loss in 2021 
and 2020.

 Consolidated statement of financial position of Arnot HoldCo Proprietary Limited
As previously

reported
31 March

2021
R’000

Adjustments
R’000

As restated
31 March

2021
R’000

As previously
reported

1 April
2020

R’000
Adjustments

R’000

As restated
1 April

2020
R’000

Assets

Property, plant and equipment 158 105 270 314 428 419 20 574 280 310 300 884

Liabilities

Non-current financial liabilities – (278 316) (278 316) – (280 309) (280 309)

44. Change in accounting policy and prior period error continued

44.2 Rehabilitation liability
The rehabilitation liability which was taken on by Arnot from Eskom because of the business transfer arrangement has been 
recognised, effective the 2020 financial year. As Eskom is liable for the rehabilitation, a corresponding reimbursement right 
has also been accounted for which represents an amount due to Arnot from Eskom in relation to rehabilitation for historical 
disturbance.

The operating income (reimbursements from Eskom) and rehabilitation costs incurred have been reclassified as a reduction to the 
rehabilitation and reimbursement right respectively. The operating income and expenses have therefore been restated.

The correction of the error results in adjustments in disclosure as follows:

 Consolidated statement of financial position of Arnot HoldCo Proprietary Limited
As previously

reported
31 March

2021
R’000

Adjustments
R’000

As restated
31 March

2021
R’000

As previously
reported

1 April
2020

R’000
Adjustments

R’000

As restated
1 April

2020
R’000

Assets

Reimbursement right – 1 363 935 1 363 935 – 1 782 911 1 782 911

Liabilities

Provisions – (1 363 935) (1 363 935) – (1 782 911) (1 782 911)

 Consolidated statement of profit or loss of Arnot HoldCo Proprietary Limited
As previously

reported
31 March

2021
R’000

Adjustments
R’000

As restated
31 March

2021
R’000

As previously
reported

1 April
2020

R’000
Adjustments

R’000

As restated
1 April

2020
R’000

Operating income 421 390 (416 380) 5 010 39 595 22 356 17 239

Operating expenses (422 549) 416 198 (6 351) (53 434) 35 534 (17 910)

Total (1 150) (182) (1 341) (13 839) 57 890 (671)
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45. Segment report
 Accounting policies relating to segment reporting

Operating segments are reported in a manner consistent with the internal reporting provided to the chief operating decision 
maker. The chief operating decision maker, who is responsible for allocating resources and assessing performance of the 
operating segments, has been identified as the group executive committee that makes strategic decisions.

 Segment reporting – composition and analysis
For management purposes, the group is organised into business units based on their products and activities and has four 
reportable operating segments:

• The Mining segment is involved in the exploration, beneficiation and mining of bituminous coal;

• The Trading segment buys and sells coal to inland customers;

• The property rental segment rents property to other segments within the group; and

• The investment holding segment is the holding company of the group and also acts as a central treasury function.

No operating segments have been aggregated to form the above reportable operating segments. The group executive committee 
is the group’s chief decision-making body. Management has determined the operating segments based on the information 
received by the group executive committee. Annual segment performance is evaluated based on revenue and on operating profit 
or loss and is measured consistently with operating profit or loss in the consolidated financial statements.

All revenue is primarily generated from customers in Southern Africa and all operating assets are situated in South Africa. The 
Mining segment generates its revenue mainly from sales to parastatal and other institutions. The Trading segment generates its 
revenue from sales to a variety of customers that include the private sector, government institutions, mining entities and various 
small and medium enterprises.

45. Segment report continued

Mining
R’000

Trading
R’000

Property 
rental and 

other
R’000

Investment 
holding

R’000

Inter-
segment

 eliminations
R’000

Consolidated
R’000

2022

Management fees – – – – – –

Local 1 040 888 571 788 – – – 1 612 676

Eskom sales 1 880 090 – – – – 1 880 090

Export sales 152 983 – – – – 152 983

Rental income – – 321 – – 321

Transport 1 372 163 120 649 – – – 1 492 812

External customers 4 446 124 692 437 321 – – 5 138 882

Inter-segment 1 262 056 14 169 5 630 97 494 (1 379 349) –

Total revenue 5 708 180 706 606 5 951 97 494 (1 379 349) 5 138 882

Cost of sales (5 189 367) (649 145) (12) (438) 1 251 106 (4 587 856)

Gross profit/(loss) 518 813 57 461 5 939 97 056 (128 243) 551 026

Other income/(expenses) 28 401 2 930 25 469 (2 643) 29 182

Operating expenses (385 684) (55 882) (4 150) (101 209) 104 843 (442 082)

Operating profit/(loss) 161 530 4 509 1 814 (3 684) (26 043) 138 126

Interest received 14 476 – 1 38 216 (29 903) 22 790

Interest paid (222 512) (3 182) 84 (109 298) 153 925 (180 983)

Loss from equity-accounted 
investments (17 458) – – – – (17 458)

Profit/(loss) before income tax (63 964) 1 327 1 899 (74 766) 97 979 (37 525)

Depreciation and amortisation 
and impairments (474 548) (6 165) (12) (2 081) (25 119) (507 925)

Total assets 3 410 917 195 480 4 343 2 447 248 (1 626 973) 4 431 015

Total liabilities (3 681 838) (92 996) (31 493) (804 043) 991 627 (3 618 743)

EBITDA 636 078 10 674 1 826 (1 603) (924) 646 051
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45. Segment report continued

Mining
R’000

Trading
R’000

Property 
rental and 

other
R’000

Investment 
holding

R’000

Inter-
segment

 eliminations
R’000

Consolidated
R’000

2021

Management fees – – – – – –

Local 266 677 583 569 – – – 850 246

Eskom sales 2 149 312 – – – – 2 149 312

Export sales 101 737 – – – – 101 737

Rental income – – 315 – – 315

Transport 733 785 67 236 – – – 801 021

External customers 3 251 511 650 805 315 – – 3 902 631

Inter-segment 522 680 47 309 5 414 121 073 (696 476) –

Total revenue 3 774 191 698 114 5 729 121 073 (696 476) 3 902 631

Cost of sales (3 405 609) (636 530) (12) – 550 903 (3 491 248)

Gross profit/(loss) 368 582 61 584 5 717 121 073 (145 573) 411 383

Other income/(expenses) 78 746 308 22 41 (47 402) 31 715

Operating expenses (215 952) (78 322) (1 197) (159 041) 146 473 (308 039)

Operating profit/(loss) 231 376 (16 430) 4 542 (37 927) (46 502) 135 059

Interest received 19 789 248 – 43 732 (37 344) 26 425

Interest paid (156 039) (7 764) (177) (136 413) 119 454 (180 939)

Share of net loss of joint venture 
accounted for using the equity 
method (307) – – – – (307)

Profit/(loss) before income tax 94 819 (23 946) 4 365 (130 608) 35 608 (19 762)

Depreciation and amortisation (391 668) (2 071) (12) (4 128) (16 683) (414 562)

Gain/(loss) on sale of assets (3 862) (24) – 2 – (3 884)

Total assets 2 351 161 200 902 2 759 2 576 515 (1 141 349) 3 989 988

Total liabilities (1 858 757) (97 839) (2 673) (1 028 221) (153 747) (3 141 237)

EBITDA 576 406 5 016 4 553  13 174 (29 819) 569 330

Shareholders 
information
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Beneficial shareholders with a holding greater than 3% of the issued shares
Number 

of shares
% of issued

capital

K2016316243 (SA) Proprietary Limited 213 628 122 50.87

RBFT Investments Proprietary Limited 64 879 829 15.45

MR Ramaite 23 193 301 5.52

Total 301 701 252 71.85

Total number of shareholdings 8 124 

Total number of shares in issue 419 916 854 

Share price performance

Opening price 1 April 2021 R1.20

Closing price 31 March 2022 R1.82

Closing high for period R2.08

Closing low for period R0.88

Number of shares in issue 419 916 854 

Volume traded during period 58 194 940 

Ratio of volume traded to shares issued (%) 13.86

Rand value traded during the period R93 092 720

Price/earnings ratio as at 31 March 2022 12.55 

Earnings yield as at 31 March 2022 7.97 

Dividend yield as at 31 March 2022 0.00 

Market capitalisation at 31 March 2022 R764 248 674

Shareholder spread
Number of 

shareholdings
% of total

shareholdings
Number 

of shares
% of issued

capital

1 – 1 000 5 985 73.67 853 079 0.20

1 001 – 10 000 1 454 17.90 5 782 926 1.38

10 001 – 100 000 603 7.42 17 791 461 4.24

100 001 – 1 000 000 62 0.76 18 386 080 4.38

Over 1 000 000 20 0.25 377 103 308 89.80

Total 8 124 100.00 419 916 854 100.00

Distribution of shareholders
Number of 

shareholdings
% of total

shareholdings
Number 

of shares
% of issued

capital

Close corporations 32 0.39 549 923 0.13

Collective investment schemes 3 0.04 8 268 095 1.97

Control accounts 1 0.01 9 0.00

Custodians 5 0.06 561 412 0.13

Foundations and charitable funds 4 0.05 148 250 0.04

Investment partnerships 14 0.17 217 154 0.05

Managed funds 3 0.04 124 103 0.03

Private companies 52 0.64 290 749 746 69.24

Public companies 1 0.01 3 000 0.00

Retail shareholders 7 889 97.11 88 348 736 21.04

Scrip lending 2 0.02 13 059 0.00

Share schemes 1 0.01 9 508 000 2.26

Stockbrokers and nominees 12 0.15 1 047 858 0.25

Trusts 101 1.24 20 377 475 4.85

Unclaimed scrip 4 0.05 34 0.00

Total 8 124 100.00 419 916 854 100.00

*	 Pursuant	to	the	provisions	of	Section	56	of	the	Companies	Act,	2008,	disclosures	from	foreign	nominee	companies	have	been	included	in	this	analysis.

Shareholder type
Number of 

shareholdings
% of total

shareholdings
Number 

of shares
% of issued

capital

Non-public shareholders 8 0.10 351 586 053 83.73

Directors and associates (direct holding) 3 0.04 26 259 913 6.25

Directors and associates (indirect holding) 2 0.02 37 310 189 8.89

Beneficial holders > 10% 

K2016316243 (SA) Proprietary Limited (Empowerment SPV)^ 1 0.01 213 628 122 50.87

RBFT Investments Proprietary Limited 1 0.01 64 879 829 15.45

Share schemes 1 0.01 9 508 000 2.26

Public shareholders 8 116 99.90 68 330 801 16.27

Total 8 124 100.00 419 916 854 100.00
^	 Includes	Indirect	holding	by	directors	(140	556	501	shares).

Analysis of ordinary shareholders
as at 31 March 2022

Shareholders’ diary

Financial year-end 31 March

Annual results announcement 4 July 2022

Integrated annual report posted 29 July 2022

Annual general meeting 4 October 2022

Interim results announcement November 2022
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Definitions

Absa Absa Property Development Proprietary 
Limited

AD Air dried

ADB/adb Air dry/dried basis

AGM Annual general meeting

AR As received

ARD Apparent relative density

Arnot Arnot Mine

Arnot OpCo Arnot OpCo Proprietary Limited

Ash Ash content

Atlantis Atlantis Coal Estate CC

B-BBEE Broad-based black economic empowerment

BCEA Basic Conditions of Employment Act

bcm Bank cubic metre

BCM Business continuity management

Centriq Centriq Insurance Innovation

CEO Chief executive officer

CFO Chief financial officer

CGU Cash-generating unit 

Chandler Chandler Coal Proprietary Limited

COGTA Cooperative Governance and Traditional 
Affairs

Companies Act Companies Act of South Africa, 71 of 2008

COVID-19 An infectious disease caused by the SARS-
CoV-2 virus

CP Competent person

CPR Competent person’s report

CSA Coal supply agreement 

CSI Corporate social investment

CV Calorific value 

DAFV Dry ash free volatiles

DAFVOL Dry ash-free volatiles 

DMRE Department of Mineral Resources and 
Energy

EAP Environmental assessment practitioner

EBITDA Earnings before interest, tax, depreciation 
and amortisation

ECL Expected credit loss/losses 

Elandspruit Elandspruit Colliery/Mine

EMP Environmental management plan 

EMPr Environmental Management Programme 
Report

ERB Eastern resource block 

ERP Enterprise resource planning

KEHL Keaton Energy Holdings Limited

Khanyisa Khanyisa Colliery/Mine/Complex

King IVTM King IV Report on Corporate Governance for 
South Africa, 2016TM

km Kilometre 

KPA Key performance area 

KPI Key performance indicator 

KPMG KPMG Inc.

kt Kilotonnes 

kWh Kilowatt hour

LBC Leeuw Braakfontein Colliery

LED Local economic development 

LGD Loss given default

LOM Life of mine

LRA Labour Relations Act

LTI Long-term incentive programme/scheme

LTIFR Lost time injury frequency rate

m Metre

Miptec Miptec Proprietary Limited

MJ/kg Megajoules per kilogram

Moabsvelden Moabsvelden Mine/Colliery/Project

MPRDA Mineral and Petroleum Resources 
Development Act, 28 of 2002

MSA MSA Group

mt Million tonnes 

MTIS Minable tonnes in situ

mtpa Million tonnes per annum

Nedbank Nedbank Limited 

NPAT Net profit after tax 

OECD Organisation for Economic Cooperation and 
Development

PD Probability of default

PwC PricewaterhouseCoopers Inc.

RCF Revolving credit facility 

RD Relative density 

ROM Run of mine

SAICA South African Institute of Chartered 
Accountants 

SAIMM Southern African Institute for Mining and 
Metallurgy 

Salungano Salungano Group Limited

SAMREC Code South African Code for Reporting of 
Exploration Results, Mineral Resources and 
Mineral Reserves

ESG Environmental, social and governance

Eskom Eskom Holdings SOC Limited

Exco Executive committee

Express Express Technology CC 

FC Fixed carbon

FTSE Financial Times Stock Exchange

FY Financial year 

FY19 Year ended 31 March 2019

FY20 Year ended 31 March 2020

FY21 Year ended 31 March 2021

FY22 Year ended 31 March 2022

FY23 Year ended 31 March 2023

g/cm3 Grams per cubic centimeter

GBF General banking facility 

GHG Greenhouse gas

GRI Global Reporting Initiative 

GSSA Geological Society of South Africa 

GTIS Gross tonnes in situ

ha Hectare 

HDSA Historically disadvantaged South African

HEPS Headline earnings per share 

HSE Health, safety and environment

IAS International Accounting Standard 

IDC Industrial Development Corporation

IFRIC International Financial Reporting 
Interpretations Committee

IFRS International Financial Reporting Standards 

<IR Framework> International Integrated Reporting 
Framework of the International Integrated 
Reporting Council

IRBA Independent Regulatory Board for Auditors 

IRBA Code Independent Regulatory Board for Auditors’ 
Code of Professional Conduct for Registered 
Auditors

IM Inherent moisture

Intibane Intibane Colliery/Mine/Complex

ISAs International Standards on Auditing

ISO International Organisation for 
Standardisation

IT Information technology 

IWUL Integrated water use licence

JIBAR Johannesburg Interbank Agreed Rate 

JSE JSE Limited

Keaton Keaton Mining Proprietary Limited

SANS South African National Standard 

SARS South African Revenue Service

SDG United Nations Sustainable Development 
Goal/s

SENS Securities Exchange News Service, the 
regulatory information dissemination 
platform for the JSE

Sibonisiwe Sibonisiwe Coal Laboratory Services

SLP Social and labour plan

SOP Standard operating procedure 

SPV Special purpose vehicle

SSMS Stefanutti Stocks Mining Services 

SteerCo ESG steering committee

Standard Bank Standard Bank of South Africa Limited 

Sterkfontein Sterkfontein Project

STI Short-term incentive programme/scheme

t tonnes

TCFD Task Force on Climate-related Financial 
Disclosures 

tCO2e Tonnes of carbon dioxide equivalent

The board The board of directors of Salungano Group 
Limited

The group Salungano Group Limited and its 
subsidiaries and associates

The previous year The year ended 31 March 2021

The year The year ended 31 March 2022 

Tokata Tokata Resources Proprietary Limited

tph Tonnes per hour

tpm Tonnes per month 

TS Total sulphur 

TTIS Total tonnage in situ

Vanggatfontein/
VGF

Vanggatfontein Colliery

VM Volatile matter 

WACC Weighted average cost of capital 

WRB Western resource block 

WUL Water use licence



Shareholders information

Salungano Group Limited252 Integrated annual report for the year ended 31 March 2022

General information

Salungano Group Limited 
(formerly Wescoal Holdings Limited)
Incorporated in the Republic of South Africa 
(Registration number: 2005/006913/06)
Share code: SLG 
ISIN: ZAE000069639 
(“Salungano” or “the company” or “the group”)

Registered address 
1st Floor, Building 10 
142 Western Service Road
Woodmead 2191

Postal address 
PO Box 1962, Edenvale 1610 

Nature of business and principal activities
The mining, processing, sale and distribution of thermal coal

Directors
Dr HLM Mathe (Chairman,	independent	non-executive) 
N Siyotula	(Lead	independent	non-executive)	
N Mnxasana (Independent	non-executive) 
A Mabizela	(Independent	non-executive)	
KM Maroga (Non-executive)
C Maswanganyi (Non-executive)
ET Mzimela	(Non-executive)
MR Ramaite	(Chief	executive	officer)	
JM Speckman	(Chief	financial	officer)
T Tshithavhane (Executive)

Company secretary 
Telephone: +27 (0)11 049 8611 
Facsimile: +27 (0)11 570 5848 
Yolande Lemmer

Transfer secretaries
Computershare Investor Services 
Proprietary Limited
Rosebank Towers, 15 Biermann Avenue
Rosebank 2196, South Africa
PO Box 61051, Marshalltown 2107, South Africa 
Telephone: +27 (0)11 370 7802

Banker
Nedbank

Sponsor
Nedbank Corporate and Investment Banking, 
a division of Nedbank Limited
Third Floor, Block F, Nedbank Rivonia Campus
135 Rivonia Road, Sandton 2196, South Africa
PO Box 1144, Johannesburg 2000, South Africa

Auditor
KPMG Inc. 
Registered Auditor
KPMG Crescent, 85 Empire Road
Parktown 2193 
Telephone: +27 (0)11 647 7111

Investor relations advisor 
Singular Systems IR
25 Scott Street
Waverley 2090, South Africa 
Telephone: +27 (0)10 003 0700
Email: IR@singular.co.za

Website: www.salunganogroup.com

www.salunganogroup.com
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