
  

 

2015 
SUPPLEMENTARY 

REPORT 



 

Exxaro 2015 supplementary report  
 2 

Exxaro integrated report 2015 

Supplementary report 

Contents 

 

About this report ...................................................................................................................................... 3 

Strategic performance dashboard ........................................................................................................... 5 

Exxaroôs material issues for 2015 ........................................................................................................... 6 

Detailed governance disclosure ............................................................................................................ 13 

Committee reports ................................................................................................................................. 50 

Assurance ............................................................................................................................................. 84 

Mining charter ....................................................................................................................................... 93 

Executive managementôs focus ............................................................................................................ 94 

Operational review ................................................................................................................................ 97 

Safety and health ................................................................................................................................ 106 

Occupational health and hygiene ........................................................................................................ 110 

People ................................................................................................................................................. 116 

Communities ....................................................................................................................................... 129 

Our environment ................................................................................................................................. 139 

Mineral resources and reserves .......................................................................................................... 178 

Group cash value-added statements .................................................................................................. 178 

Glossary .............................................................................................................................................. 180 

 

 

 

  



 

Exxaro 2015 supplementary report  
 3 

About this report 

This supplementary report complements and expands on information in the integrated report 2015 

and mineral resources and ore reserves report. The suite of 2015 reports, along with the Global 

Reporting Initiative index, is published on the Exxaro Resources website [www.exxaro.com]. The 

summarised group annual financial statements for the year ended 31 December 2015 and notice of 

annual general meeting were emailed or mailed to shareholders, and are available online. 

 

As with the integrated report, content is guided by our strategic objectives, legislative and regulatory 

requirements, including the Companies Act 71 of 2008, as amended (Companies Act), and the JSE 

Limited Listings Requirements (Listings Requirements), as well as global best-practice standards, 

including the International Integrated Reporting Committeeôs framework for integrated reporting, 

United Nations Global Compact, Global Reporting Initiative (GRI) and the King Report on Governance 

for South Africa 2009 (King III). 

 

This report includes data for our Mayoko (Republic of the Congo) project. It also includes limited 

information on operations where we do not have management control but hold a significant equity 

interest or joint control, namely Cennergi (energy), Sishen Iron Ore Company (iron ore) and Tronox 

Limited (titanium dioxide). As our acquisition of Total Coal South Africa, renamed Exxaro Coal Central 

(ECC) was only effective August 2015, we include limited data on these operations while the process 

of standardising systems and indicators is under way. Given that ECC was only part of the group for 

four months, its results are disclosed separately this year but will be integrated into group results from 

2016.  
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Disclaimer 

 

Opinions expressed in this report are, by nature, subject to known and unknown risks and uncertainties. 

Changing information or circumstances may cause Exxaroôs actual results, plans and objectives to differ 

materially from those expressed or implied in any forward-looking statements. 

 

Financial forecasts and data in this report are estimates which at times are based on reports prepared 

by experts who, in turn, may have relied on management estimates. Undue reliance should not be 

placed on such opinions, forecasts or data. No representation is made on the completeness or 

correctness of opinions, forecasts or data in this report. The company and its affiliates, advisors or 

representatives accept no responsibility for loss arising from the use of any opinion, forecast or data in 

this report. Forward-looking statements apply only from the date on which they are made and the 

company does not undertake any obligation to publicly update or revise its opinions or forward-looking 

statements to reflect new data or future events or circumstances. The financial information on which the 

forward-looking statements are based have not been audited nor reported on by Exxaroôs independent 

external auditors. 

 

Ongoing feedback from a range of stakeholders helps us to contextualise certain issues better for more 

informed understanding by readers. We welcome your suggestions, which should be directed to: 

Hanno Olinger 

Manager: Sustainability 

Tel: +27 12 307 3359 

Fax: +27 12 307 5327 

Mobile: +27 83 609 1094 

Email: hanno.olinger@exxaro.com 

Web: www.exxaro.com 
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Strategic performance dashboard 

The strategic performance dashboard measures the most important KPIs across the sustainability 

capitals, from governance and compliance to best practice. The board and the executive committee 

monitor the dashboard quarterly to ensure all sustainability-related risks and key metrics remain within 

Exxaroôs risk appetite. 
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Exxaroôs material issues for 2015 

In 2015 an additional material issue, business resilience, was identified as a direct response to the 

current economic downturn in the mining industry. The other five material have remained our focus 

despite the priority given to business resilience. 

 

 

 

The dashboard in this report aligns the relevant key performance indicators (KPIs) for each material 

issue with the integrated report and qualitatively compares 2014ôs performance to 2015 to illustrate 

year-on-year movements. 

How to interpret the dashboard 

The dashboard lists all KPIs linked to a strategic priority or sustainability capital and material issue. 

Current performance and the status of the indicator (shown as a bulb under legend column) reflects 

whether the KPI is within our risk appetite thresholds. We aim to be within the target threshold: 

anything outside of worst tolerable and target means we act outside our defined risk appetite in 

pursuing our strategic objectives. This will require additional treatment or improving existing controls. 
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Material issues 

Business resilience   

  2014 2015  

KPI  

(as disclosed in dashboard) 

Sustainability 

capital 

Actual Indicator Actual Indicator Trend 

Core operating margin (%) Financial 17% 
 

18% 
 

Constant 

Funds from operations to 

net debt 
Financial 381% 

 
2% 

 
Negative 

Annualised return on capital 

employed (ROCE) (%) 
Financial -2% 

 
6% 

 
Constant 

Annualised return on equity 

based on core headline 

earnings (HEPS) (%) 

Financial 14% 
 

4% 
 

Negative 

Annual core HEPS (cents 

per share short-term target) 
Financial 1374c 

 
425c 

 
Negative 

Net debt to equity (%) Financial 24% 
 

23% 
 

Constant 

Net debt to annualised 

EBITDA (times) 
Financial 1 

 
1 

 
Constant 

EBITDA interest cover 

(times) 
Financial 14 

 
12 

 
Constant 

People productivity (total 

tonnages handled/full-time 

employee (FTE) average) 

(% improvement from base) 

Manufactured - - 18% 
 

*** 

People productivity 

(production tonnes/FTE) 

(% improvement from base) 

Manufactured - - 16% 
 

*** 

Growth from coal 

commodities (% deviation 

from budget) 

Manufactured 12% 
 

-4% 
 

Positive 

Core assets (priority 1 

solutions) overall 

performance against service 

level agreement 

Manufactured - - 99% 
 

*** 

Asset availability of 

enterprise resource 

planning systems 

Manufactured - - 99% 
 

*** 
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Dependency on Eskom 

  2014 2015  

KPI  

(as disclosed in dashboard) 

Sustainability 

capital 

Actual Indicator Actual Indicator Trend 

Core operating margin (%) Financial 17% 
 

18% 
 

Constant 

Commodity diversification  Manufactured - - 

Coal, 

ferrous, 

mineral 

sands 

 
*** 

 

Capital projects 

  2014 2015  

KPI  

(as disclosed in dashboard) 

Sustainability 

capital 

Actual Indicator Actual Indicator Trend 

Capital project delivery 

measure (time and cost 

variance) 

Manufactured >10% 
 

Achieved 
 

Positive 

Country risk as per 

assessment criteria (key 

drivers physical security 

and security of tenure) 

Manufactured - - Achieved 
 

*** 

 

Licence to operate 

 

 

 2014 2015  

KPI  

(as disclosed in 

dashboard) 

Sustainability 

capital 

Actual Indicator Actual Indicator Trend 

Ownership overall group 

(%) ï mining charter  
Social 52% 

 
52% 

 
Constant 

Employment equity (%) 

in top, senior and middle 

management at every 

business unit ï mining 

charter 

Social 67% 
 

60% 
 

Constant 

People living with Social <1% 
 

1,2% 
 

Positive 
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 2014 2015  

KPI  

(as disclosed in 

dashboard) 

Sustainability 

capital 

Actual Indicator Actual Indicator Trend 

disabilities ï mining 

charter 

Human resources 

development (%payroll 

excl levies, incl internal 

and external training) ï 

mining charter 

Social 10% 
 

6,8% 
 

Constant 

Woman in mining (%) 

(internal target as mining 

charter does not have 

specific targets) 

Social 19% 
 

20% 
 

Positive 

Preferential procurement 

ï capital 
Social 34% 

 
40% 

 
Positive 

Preferential procurement 

ï services 
Social 71% 

 
70% 

 
Constant 

Preferential procurement 

ï goods 
Social 69% 

 
77% 

 
Constant 

BBBEE level  

(Against BEE Act (Act 

No. 53 of 2003) 

Social Level 3 
 

Level 2 
 

Constant 

Skills development ï 

learning programmes for 

black people and people 

living with disabilities ï 

target as % of payroll to 

accommodate exclusion 

of mandatory sectoral 

training ï BBBEE codes) 

Social - - 2,34% 
 

*** 

Project delivery measure 

ï local economic 

development 

(LED) projects per social 

and labour plan (SLP) 

Social - - 70% 
 

*** 

Fatality frequency rate Human 1 fatality 
 

0 
 

Positive 
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 2014 2015  

KPI  

(as disclosed in 

dashboard) 

Sustainability 

capital 

Actual Indicator Actual Indicator Trend 

(FFR) per 200 000 hours 

Lost-time injury 

frequency rate (LTIFR) 

per 200 000 hours 

Human 0,19 
 

0,17 
 

Positive 

Lost time injuries (LTIs) Human 36  
 

29 
 

Positive 

Occupational health 

incident frequency rate 

(OHIFR) per 200 000 

hours ï reported  

¶ Chronic obstructive 

airways disease 

(COAD) 

¶ Pneumoconiosis 

¶ Noise-induced 

hearing loss (NIHL) 

¶ Silicosis 

¶ Occupational TB 

Human - - 0,36 
 

*** 

Number of reportable 

cases of environmental 

incidents 

Natural 3 x level 2 
 

18 x level 2 

0 x level 3  
Negative 

Valid mining rights ï % 

in place ï mine works 

plan (MWP), 

environmental 

management plan 

(EMP) and SLP 

Natural 94% 
 

97% 
 

Constant 

Enforceable mining 

rights ï based on 

conditions (% in place) 

Natural 94% 
 

98% 
 

Constant 

Environmental 

authorisations (%) in 

place (validity) 

(integrated water use 

Natural <90% 
 

>90% 
 

Positive 
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 2014 2015  

KPI  

(as disclosed in 

dashboard) 

Sustainability 

capital 

Actual Indicator Actual Indicator Trend 

licence (IWUL), 

environmental impact 

assessment (EIA) and 

waste) 

Environmental 

authorisations (% 

compliance to 

conditions) 

Natural <90% 
 

<90% 
 

Constant 

Number of stoppage 

directives (incl section 

54 under MHSA, section 

93 under MPRDA and 

stoppage directives 

under NWA and NEMA) 

Natural 7 
 

2 
 

Positive 

% environmental liability 

provisions in place (gap 

between immediate 

closure cost and 

rehabilitation funds 

available, incl 

guarantees) 

Natural - - 67% 
 

*** 

Material compliance to 

King III, full compliance 

to JSE Listings 

Requirements and 

Companies Act 

Financial 100% 
 

100% 
 

Constant 
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Operating efficiencies 

  2014 2015  

KPI  

(as disclosed in dashboard) 

Sustainability 

capital 

Actual Indicator Actual Indicator Trend 

People productivity (total 

tonnages handled/FTE 

average) (% improvement 

from base) 

Manufactured - - 18% 
 

*** 

People productivity 

(production tonnes/FTE) 

(% improvement from base) 

Manufactured - - 16% 
 

*** 

Growth from coal 

commodities (% deviation 

from budget) 

Manufactured 12% 
 

-4% 
 

Positive 

Core assets (priority 1 

solutions) performance 

against service level 

agreement 

Manufactured - - 99% 
 

*** 

Asset availability of 

enterprise resource 

planning systems 

Manufactured - - 99% 
 

*** 

 

Employees 

  2014 2015  

KPI  

(as disclosed in dashboard) 

Sustainability 

capital 

Actual Indicator Actual Indicator Trend 

Organisational culture 

assessment 
Human Level 4 

 
Level 4 

 
Constant 

% people who received 

HIV/Aids awareness 

training (% of organisation) 

Human 64% 
 

18% 
 

Negative 

% of employees who 

received awareness 

training and voluntarily 

tested for HIV/Aids 

Human - - 50% 
 

*** 

% people tested positive, 

enrolled in HIV 

management programme 

Human 60% 
 

26% 
 

Negative 
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  2014 2015  

KPI  

(as disclosed in dashboard) 

Sustainability 

capital 

Actual Indicator Actual Indicator Trend 

and receiving ARV 

treatment 

HIV/Aids prevalence rate 

(%) compared to country 

prevalence rate 

Human 12% 
 

4% 
 

*** 

Skills provision (% of 

internal appointment of 

critical skills) 

Human 80% 
 

82% 
 

Constant 

Skills retention (% turnover) Human 5% 
 

5% 
 

Constant 

* 2014 scorecard reflects the average across eight operational mining right sites only 

** 2015 scorecard reflects average across seven operational mining rights sites only and excludes ECC mines 

*** KPI not measured or reported in 2014, or the KPI measurement differs from year to year 

 

Detailed governance disclosure 

Application of King III 

Exxaro is committed to applying the principles and practices in King III. In 2015 we continued to apply 

these principles, as detailed below. 

 

We eagerly awaited the release of the draft King IV report on 15 March 2016 and, although our group 

company secretary contributed to the process and our chairman serves on the task team, we will 

assess it in detail and intend submitting comments to fulfil our role in helping to shape the future of 

governance in South Africa. 

 

Full application of King III and compliance with the Listings Requirements and Companies Act is a key 

performance indicator on our strategic dashboard (refer to integrated report and the first section in this 

report). 
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Principle 

 

Indicator 

 

Comment 

 

Ethical leadership and corporate citizenship 

1.1 The board should provide effective 

leadership based on an ethical foundation 

 Refer principle 2.3 under boards and directors 

1.2 The board should ensure that the company 

is and is seen to be a responsible corporate 

citizen 

 Refer principle 2.4 under boards and directors 

1.3 The board should ensure the companyôs 

ethics are managed effectively 

 Refer principle 2.5 under boards and directors 

 

Boards and directors 

2.1 The board should act as the focal point for 

and custodian of corporate governance 

 The board operates in accordance with a detailed charter, based on King III. This charter 

deals, inter alia, specifically with the roles, responsibilities and accountabilities of the 

board. It meets at least four times a year and corporate governance best practice, trends 

and developments are standing items on the agenda. In addition, the board is informed of 

governance matters through ongoing development interventions and sessions ï refer 

principle 2.20 for further details. 

 

A detailed annual plan ensures the board executes all its responsibilities and complies 

with its charter. The board charter, committee terms of reference and the board and 

committee annual plans are reviewed and amended in November of each year.  
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Principle 

 

Indicator 

 

Comment 

The board, as custodian of corporate governance, has made the office of the group 

company secretary responsible for implementing and monitoring compliance to 

associated best practices across the group. Our group company secretary, Carina 

Wessels, is a member of the executive committee (Exco); she reports directly to the CEO 

and has direct access to the chairman. She works closely with internal audit, the 

compliance and risk management functions, chief audit executive and our outsourced 

legal advisers to promote a culture of good governance and compliance in the group. 

2.2 

 

 

 

The board should appreciate that strategy, 

risk, performance and sustainability are 

inseparable 

 The board charter specifically emphasises the fact that the board acknowledges that 

strategy, risk, performance and sustainability are inseparable. The board gives effect to 

this philosophy by: 

Å Contributing to and approving the strategy annually, at which point past 

performance, key risks and sustainability matters are also debated 

Å Testing the strategy against the companyôs long-term vision, values, business 

principles, ie the capitals framework and stakeholder expectations 

Å Satisfying itself that strategy and business plans do not result in risks that have not 

been thoroughly assessed and addressed by management and captured through 

the comprehensive enterprise risk management process 

Å Identifying key performance and risk areas 

Å Ensuring the strategy will produce sustainable outcomes 

Å Considering sustainability as a business opportunity that guides strategy 

formulation. 

 

The discussion of our strategic objectives remains a method to further highlight the 

integration and importance of strategy, risk, performance and sustainability to 
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Principle 

 

Indicator 

 

Comment 

stakeholders. 

 

The board and all committees also monitor the strategic performance dashboard, which 

has been scaled to acceptable and tolerable risk appetite measures for all material issues 

against all capitals in the broader sustainability framework. 

 

In 2015, for the first time, the board and its committees also agreed specific KPIs for each 

entity, in addition to activities detailed in the annual plans. This is the first step in a 

maturing process where the board can, during its annual evaluation, be specifically 

measured against actions directors were required to take in that period (to support the 

company in achieving its strategic objectives for that year). Although some 2015 

indicators have been largely input-related, these will improve and mature over time and, 

in future, give stakeholders more meaningful information on the performance of the board 

on specific strategic issues. The KPIs for the board and each committee are disclosed in 

the integrated report 2015. 

2.3 The board should provide effective 

leadership based on an ethical foundation 

 We are driven by our desire to always operate as a responsible corporate citizen and 

recognise that an ethical culture underpins corporate governance and contributes to our 

licence to operate. Exxaro and its board of directors are committed to ensuring ethical 

and sustainable business practices, guided by our values. Our values are captured in our 

ethics and related policies, which are approved by the social and ethics (SE) committee 

on behalf of the board. Our ethics management practices (including anti-bribery and 

corruption initiatives) and processes are aligned with international best practice. 

 

Refer to the SE committee report for more detail. 



 

Exxaro 2015 supplementary report  
 17 

 

 

Principle 

 

Indicator 

 

Comment 

2.4 The board should ensure that the company 

is and is seen to be a responsible corporate 

citizen 

 The board and management subscribe to the philosophy that corporate governance ï 

built on an ethical and values-based foundation that considers the expectations of all 

stakeholders ï permeates all business activities and enables us to achieve our short- and 

medium-term strategic objectives, while contributing to reaching Exxaroôs vision. 

 

The board provides strategic guidance to Exxaro and ensures all decisions consider the 

immediate and long-term impact these have on the environment, the communities in 

which we operate, internal and external stakeholders and business sustainability in 

general. 

 

Individual directors are very aware of their duties and obligation to fulfil these duties, as 

well as the principles of responsibility, accountability, fairness and transparency, which 

are tested through the annual board evaluation process ï refer principle 2.22 for more 

information. 

 

The board supports the groupôs brand and communications strategy which strives to 

effectively communicate its corporate citizenship. 

 

During the reporting period, R56,3 million (2014: R88 million) was spent through the 

chairmanôs fund and foundation on social and labour plans, uplifting and supporting the 

communities in which we operate, as well as charitable projects and initiatives. Use of the 

social return on investment assessment tool was further entrenched and is now 

proactively used to better predict and ensure a projectôs sustainability before it is 

approved. The social and ethics (SE) committee plans to receive detailed feedback on 
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Principle 

 

Indicator 

 

Comment 

the efficacy of this process in 2016.  

 

Refer principle 2.11 for more information on stakeholder engagement. 

 

Exxaro has a board-approved political donations policy, which acknowledges that the 

primary purpose of these donations is to strengthen and consolidate democracy by 

ensuring political parties are able to function effectively. Sustaining a number of political 

parties that reflect diverse political views and opinions is necessary to consolidate 

democratic transformation in South Africa. The company believes the principle of 

multiparty democracy, as contained in the founding provisions of the Constitution of the 

Republic of South Africa 1996, deserves support by corporate South Africa. 

2.5 The board should ensure the companyôs 

ethics are managed effectively 

 Exxaro remains committed to the highest standards of honesty, integrity and fairness. 

 

Ethics processes and policies are managed either by the general manager: risk, 

compliance and assurance or the group company secretary. 

 

Established policies, on which employees are regularly trained and which are frequently 

reviewed, include: 

Å Code of ethics 

Å Whistleblowing 

Å Conflicts of interest 

Å Fraud investigation 

Å Fraud prevention 

Å Fraud response 
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Principle 

 

Indicator 

 

Comment 

Å Gifts and benefits from suppliers. 

 

We are confident that our robust policies and processes ensure full compliance with 

principle 10 of the United Nations Global compact on anti-corruption, OECD 

recommendations on corruption, and international legislation and best practice.  

 

Refer to the SE committee report for more information, especially on anti-bribery and 

corruption training and computer-based ethics training. 

2.6 The board should ensure the company has 

an effective and independent audit 

committee 

 

Section 3.84(d) of the Listings Requirements 

 Shareholders elect members of the audit committee, which consists only of independent 

non-executive directors, annually. 

 

The committee operates under detailed terms of reference, reviewed and approved by the 

board annually. 

 

The committee meets at least four times a year and meets with internal and external 

auditors independently of management at the first and third meetings of the year, to align 

with the annual and interim financial statements review cycle. 

 

Refer the audit committee report and chapter 3 on audit committees for more information. 

2.7 The board should be responsible for the 

governance of risk 

 Although the board has delegated responsibility for the enterprise risk management 

framework and executing risk management initiatives and interventions to the SRC 

committee and management respectively, it retains accountability for risk governance, as 

expressly indicated in the board charter. 
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Principle 

 

Indicator 

 

Comment 

The enterprise risk management framework, which considers the interrelationship 

between strategy, risk, performance and sustainability, guides the approach. This 

framework is frequently reviewed to incorporate new thinking and best practices.   

 

We were nominated for an award in 2016 by the International Institute of Risk 

Management for our innovation in risk management technology.  

 

Detailed risk reporting is presented to the SRC committee at least twice a year and the 

committee reports verbally and via its minutes to the board at each meeting. Risks are 

also discussed in detail in the annual board strategy session. Based on this information, 

as well as the annual internal audit review of the effectiveness of the risk management 

process, the board is comfortable with the efficacy of the enterprise risk management 

system and process. 

 

Refer chapter 4 on the governance of risk for more information. 

2.8 The board should be responsible for 

information technology (IT) governance 

 An information management steering committee was established as a subcommittee of 

the audit committee in the latter part of 2013 to assist the audit committee in discharging 

its responsibilities on the effective and efficient management of IT resources and the 

integrity of information to achieve corporate objectives. In 2015, processes in this 

committee had matured significantly and Exxaro began to realise the benefits, including a 

better understanding of technology and systems in the organisation (and specifically 

utilisation and usefulness compared to associated costs). As part of the greater cost-

saving drive in very challenging economic conditions, this committee also facilitated and 

enabled significant IT-related capital expenditure reductions.  
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Principle 

 

Indicator 

 

Comment 

 

The board-approved information and communications technology governance framework 

remains in force and reporting to the committee, inter alia, occurs against this framework. 

 

The independent external auditors, as part of their annual audit, provide assurance on the 

effectiveness of IT internal controls. 

 

Refer chapter 5 on the governance of IT for more information. 

2.9 The board should ensure the company 

complies with all applicable laws and 

considers adherence to non-binding rules, 

codes and standards 

 The board has adopted a compliance policy that sets out our compliance framework, 

which is in line with the standards of the Compliance Institute of South Africa. The 

compliance process is fully integrated in the enterprise risk management process. This 

ensures compliance risks are addressed with the same rigour as other categories of risk. 

 

The SRC committee is charged, under its terms of reference, to review the compliance 

framework, process and all compliance risks as part of the enterprise risk management 

process. 

 

The risk impact matrix, adopted by the board, specifically refers to compliance impacts 

that would prevent Exxaro from achieving its strategic objectives. To ensure the best 

overall risk coverage, standardisation and discharging the accountability of risk owners, 

the implementation of all mitigation techniques is coordinated centrally. 

 

Our combined assurance process is risk-based and, in 2015, specific emphasis was 

placed on assurance activities covering our most important compliance controls relating to 
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Principle 

 

Indicator 

 

Comment 

ôlicence to operateô. The following compliance assurance activities have been concluded 

and findings reported: 

Å Compliance to mining charter, issued in terms of the Mineral and Petroleum 

Resources Development Act 28 2002 (MPRDA) 

Å BBBEE assurance 

Å Validity and enforceability of the mining rights. 

 

Compliance KPIs now form part of our strategic performance dashboard. Specific 

tolerance levels have been set as part of the overall risk appetite. Compliance KPIs, and 

the overall efficacy of the process are reported to the SRC committee which, in turn, 

reports to the board verbally and by submitting minutes at each of its meetings. 

 

In addition to management training, the board receives legislative and best-practice 

updates at each meeting, and during the twice-yearly governance session ï refer 

principle 2.20 for more information. 

 

Exxaro received no material fines or penalties for non-compliance in 2015. Refer chapter 

6 for more information. 

2.10 The board should ensure there is an 

effective risk-based internal audit 

 The internal audit function is outsourced to EY. Its responsibilities are set out in an 

internal audit charter approved by the audit committee and reviewed annually. The 

charter, inter alia, entrenches the risk-based audit approach, reporting lines to the chief 

audit executive, unrestricted access to the information and resources of the company, 

chairmen of the audit committee and board, as well as adherence to the standards for the 

professional practice of internal auditing and the code of ethics of the Institute of Internal 
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Principle 

 

Indicator 

 

Comment 

Auditors. 

 

EY liaises regularly with the general manager: risk, compliance and assurance, who is 

also the chief audit executive, and discusses the risk profile of the group and those of its 

business units to ensure a link between internal audit activities and risk profiles. 

 

Refer chapter 7 for more information. In 2015, EY again emphasised the marked 

improvement in the internal control environment since it started this assignment in 2013. 

2.11 The board should appreciate that 

stakeholdersô perceptions affect the 

companyôs reputation 

 The board keenly understands the link between stakeholder perceptions and Exxaroôs 

reputation. 

 

Stakeholder engagement is therefore a critical part of our business as it influences both 

stakeholder perceptions and our reputation. Stakeholder relations can be affected by 

several of Exxaroôs identified top risks. 

 

We have adopted the AccountAbility AA1000SES stakeholder engagement standard to 

guide the development of related capabilities and activities in Exxaro. This standard is a 

basis for a generally applicable, open-source framework for designing, implementing, 

assessing and communicating the quality of stakeholder engagement. 

 

The guiding principles of AA1000SES and the principles of the following documents 

shape our stakeholder engagement activities: 

Å King III 

Å Global Reporting Initiative guidelines 
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Principle 

 

Indicator 

 

Comment 

Å Companies Act 71 2008, amended 

Å IIRC reporting framework. 

 

Refer the section on stakeholders and chapter 8 for more information. 

2.12 The board should ensure the integrity of the 

companyôs integrated report 

 Functional owners are accountable to ensure the integrity of data and general information 

in the integrated report under the guidance and coordination of an editorial committee. 

 

PricewaterhouseCoopers Incorporated (PwC) assures key performance indicators and 

audits the summarised financial information. 

 

The SRC committee approves material issues to be included in the integrated report, as 

well as the overall narrative. The board, however, reviews and finally approves the 

content of the integrated report prior to publication. 

 

Refer chapter 9 for more information. 

2.13 The board should report on the 

effectiveness of the companyôs system of 

internal controls 

 As noted above, in 2015, EY again commented on the further notable improvement in the 

overall control environment and confirmed that the system of internal controls was 

satisfactory. 

 

On this basis, the audit committee confirmed and the board is satisfied with the 

effectiveness of the companyôs system of internal controls. 

2.14 The board and its directors should act in the 

best interests of the company 

 The board strictly adheres to its fiduciary duties and duty of care and skill codified in the 

Companies Act. These are mirrored in the conflicts of interest policy, which also applies 
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Principle 

 

Indicator 

 

Comment 

to directors. Directors are authorised to obtain independent advice in connection with 

their duties and liabilities through the group company secretary. 

 

Conflicts are declared at each board meeting and conservatively interpreted: all conflicts 

(even those broader than the definition of personal financial interests) are treated in line 

with section 75 of the Companies Act. 

 

The securities dealing and information policy, which includes the process required for 

dealing in securities by directors, was again updated in 2015. 

2.15 The board should consider business rescue 

proceedings or other turnaround 

mechanisms as soon as the company is 

financially distressed as defined in the Act 

 The audit committee reviews financial information in detail and recommends specific 

action to the board if required. The committee regularly reviews the solvency and liquidity 

of the group, as well as the going-concern statement. 

 

In addition, when considering and reviewing the provision of financial assistance to 

related and inter-related parties, as well as dividends payable, the board considers the 

solvency and liquidity of the group. During the year, the company met the solvency and 

liquidity test each time it was performed. 

2.16 The board should elect a chairman who is 

an independent non- executive director. The 

CEO should not also fulfil the role of 

chairman of the board 

 The roles of the CEO and chairman are separate: Dr Len Konar is an independent non-

executive director; the CEO was Sipho Nkosi until 31 March 2016 and now is Mxolisi 

Mgojo. 

 

Based on an evaluation of his performance and ability to add value, the chairman is re-

elected by the board annually. 
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The role and responsibilities of the chairman are articulated in the board charter and 

further entrenched in the division of responsibilities policy. 

2.17 The board should appoint the chief 

executive officer and establish a framework 

for delegation of authority 

 The board appointed Sipho as CEO on 1 September 2007, and Mxolisi succeeded him on 

1 April 2016. The CEOôs role and responsibilities are articulated in the board charter and 

further entrenched in the division of responsibilities policy. 

 

A detailed delegation of authority policy and framework, reviewed annually, indicate 

matters reserved for the board and those delegated to management. 

 

The remuneration committee (Remco) provides input on senior management succession 

planning. 

2.18 The board should comprise a balance of 

power, with a majority of non-executive 

directors. The majority of non-executive 

directors should be independent 

 

Sections 3.84(b), (f) and (g) of Listings 

Requirements 

 The company has a unitary board structure, comprising executive, non-executive and 

independent non-executive directors (classified in accordance with the Listings 

Requirements and King III): 

Å Eight independent non-executive directors until 14 March 2016 and now seven 

Å Three non-executive directors 

Å Three executive directors until 31 March 2016 and now two. 

 

As part of the annual board evaluation process, the independence of three directors who 

have served for nine years was specifically assessed and the results debated to establish 

their continued suitability for re-election.   
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To support Remco in its nomination process, the group company secretary maintains a 

board matrix to ensure breadth and depth of skills and experience that support and 

enable the companyôs vision and strategy: new board nominations are assessed against 

gaps identified in the matrix. Refer to the integrated report 2015 for a graphic on how the 

skills and experience have changed over the period. 

 

One third of non-executive directors retire by rotation annually. 

 

The memorandum of incorporation does not restrict the boardôs ability to remove a 

director without shareholder approval. 

2.19 Directors should be appointed through a 

formal process. 

 

Sections 3.84(a) and (e) of Listings 

Requirements 

 In line with the board charter, Remco is responsible for vetting shareholder nominee 

directors and identifying suitable candidates to be proposed to the board for consideration 

and, on its support, to shareholders for election. In line with the memorandum of 

incorporation (MoI), one third of non-executive directors retire by rotation annually and 

their suitability for re-election is assessed by the board as a whole. Summarised résumés 

of directors standing for election and re-election are included in the integrated report 

2015. 

 

New directors receive a detailed letter of appointment and undergo induction as 

discussed in 2.20. 

2.20 The induction and ongoing training and 

development of directors should be 

conducted through formal processes 

 The formal board induction programme is managed by the group company secretary: 

new directors are informed of their duties and responsibilities, they meet with fellow board 

members and key executive and senior management, and information on the company is 
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provided through extensive induction material, discussions and visits to material business 

units. All have continued access to key management members for information on 

Exxaroôs operations. 

 

The formal ongoing directorsô development programme normally involves two full-day 

sessions during the year (in 2015, only one session was held due to cost-saving 

initiatives), visits to key business units, and the opportunity to attend outsourced training 

interventions as required. 

 

Topics for the 2015 full-day sessions included: 

Å Mining industry research and trends 

Å Mineral and Petroleum Resources Development Act developments, as well as 

administrative licensing and permitting-related reviews 

Å Carbon emissions and tax  

Å Competition law developments and cases 

Å Directorsô and officersô liability insurance  

Å Listings requirements overview and corporate broking services 

Å Business risks facing mining and metals companies in 2015/6. 

 

During the year, the SRC committee visited Leeuwpan and Matla mines, while the SE 

committee visited the Botleng housing/hydroponics project, multipurpose centre and 

TVET College. 

 

In addition to formal sessions, directors receive group and industry news articles daily, as 
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well as regular analyst reports.  

2.21 The board should be assisted by a 

competent, suitably qualified and 

experienced company secretary 

 

Sections 3.84(i) and (j) of Listings 

Requirements 

 The board selected and appointed the group company secretary, Carina Wessels, in July 

2011 and recognises her pivotal role in entrenching good corporate governance. All 

directors have access to her advice and services. The board has an established 

procedure for directors to obtain independent professional advice at the groupôs cost. 

Carina assists directors, board committees and their members in obtaining this advice. 

 

As stipulated by the Listings Requirements, a detailed assessment was conducted by the 

board to consider and satisfy itself of her competence, qualifications and experience. This 

was performed by: 

Å A review of her qualifications and experience: Carina holds LLB and LLM degrees, 

a certificate in advanced labour law, is an admitted advocate of the High Court of 

South Africa, has completed a programme for management development and is a 

fellow and past president of Chartered Secretaries Southern Africa (CSSA). In 2014 

she was president of the Corporate Secretaries International Association, a global 

federation of membership bodies representing 100 000 members worldwide, and 

remains on their executive committee. She is a member of the Computershare 

issuer forum board, as well as the JSE company secretary forum. During the year, 

she delivered presentations at a number of local and international corporate 

governance conferences, published articles and exceeded her continuing 

professional development requirements stipulated by CSSA. 

Å Å Completing a performance assessment detailing all the legislative and King III 

requirements by each director: This indicated that directors agreed that all 

expectations had been regularly exceeded). She does not serve as a director of the 
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board and the assessment confirmed her independence and armôs-length 

relationship with the board based on displayed behaviours and her confirmation that 

she has not been restricted in any way or constrained in carrying out her obligations 

to act as the companyôs gatekeeper of good governance and that she has a direct 

channel of communication to the chairman and the other directors. 

2.22 The evaluation of the board, its committees 

and the individual directors should be 

performed every year 

 Board and committee performance is evaluated annually. The evaluations for 2015 

differed substantially from prior years and focused much more on performance, detailed 

in the integrated report 2015.  

 

These evaluations form the basis of the boardôs assessment of directorsô and committee 

membersô suitability for election and re-election.  

2.23 The board should delegate certain functions 

to well-structured committees but without 

abdicating its own responsibilities 

 

Section 3.84(d) of Listings Requirements 

 Board committees assist the board in executing its duties, powers and authorities. The 

board delegates to each committee the required authority to enable it to fulfil its 

respective functions through formal board-approved terms of reference, which are 

reviewed annually. 

 

Delegating authority to board committees or management does not mitigate or discharge 

the board and its directors of their duties and responsibilities. 

 

All committees comprise a majority of independent non-executive directors. The board 

has established the following committees: 

 

Audit committee 

Apart from the statutory duties of the audit committee set out in the Companies Act, the 
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provisions of the Listings Requirements and King III, the ambit of this committee has 

been expanded to include financial risk management, financial compliance and aspects 

of integrated reporting. 

 

The purpose of the committee is to: 

Å Examine and review the groupôs financial statements and report on interim and final 

results, the accompanying message to stakeholders and any other announcements 

on the companyôs results or other financial information to be made public 

Å Oversee cooperation between internal and external auditors, and serve as a link 

between the board and these functions 

Å Oversee the external audit function and approve audit fees 

Å Evaluate the qualification, appropriateness, eligibility and independence of the 

external auditor 

Å Approve the appointment of the internal auditors, internal audit plan, charter and 

fees 

Å Evaluate the scope and effectiveness of the internal audit function 

Å Ensure effective internal financial controls are in place 

Å Review the integrity of financial risk control systems and policies 

Å Evaluate the competency of the finance director and finance function 

Å Appoint the chief audit executive 

Å Oversee the effectiveness of the combined assurance plan and outcome.  

 

More information appears in the audit committee report. 
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Remuneration and nomination committee (Remco) 

The purpose of this committee is to: 

Å Make recommendations on remuneration policies and practices, including the 

companyôs employee share schemes, for executive directors, senior management 

and employees 

Å Review compliance with all statutory and best-practice requirements on labour and 

industrial relations management in collaboration with the SRC committee. 

 

Although this is a combined committee, a process is in place to ensure the following 

responsibilities for the nomination element are carried out: 

Å Provide recommendations on the composition of the board and board committees, 

and ensure the board comprises individuals equipped to fulfil their role as directors 

of the company, aligned with the policy detailing procedures for appointments to the 

board 

Å Provide comments and suggestions on committee structures of the board, 

committee operations, member qualifications and member appointment. 

 

The board chairman chairs the meeting when discussing nomination matters. More 

information appears in the remuneration committee report. 

 

Sustainability, risk and compliance (SRC) committee 

The purpose of the committee is to: 

Å Provide oversight on three important aspects influencing strategy and the long-term 

viability of the company, being sustainability, risk and compliance 
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Å Oversee and coordinate all risk and compliance activities (although the audit 

committee remains accountable for financial risk and compliance) 

Å Review significant SRC incidents, performance indicators and compliance 

Å Ensure the company reports annually through an integrated report on relevant SRC 

issues. More information appears in the SRC committee report. 

 

Social and ethics committee 

The purpose of the committee is to monitor the groupôs activities, taking account of 

relevant legislation, other legal requirements or prevailing codes of best practice on: 

Å Social and economic development 

Å Good corporate citizenship 

Å The environment, health and public safety, including the impact of the groupôs 

activities and its products or services 

Å Consumer relationships, including the groupôs advertising, public relations and 

compliance with consumer protection laws 

Å Labour and employment 

Å The effective management of the groupôs ethics processes. 

 

More information appears in the social and ethics committee report. 

 

Apart from the SE committee, which meets biannually, all other board committees meet 

quarterly. The following key management committees support the board and CEO in the 

day-to-day management of the company. 
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Executive committee (Exco) 

Exco is constituted to assist the CEO in managing the group. It assists the CEO in 

guiding and controlling the overall direction of the company and acts as a medium of 

communication and coordination between business units, corporate office, subsidiary 

companies and the board. All Exco members are prescribed officers in terms of the 

Companies Act. 

 

The committee formally meets around nine times each year and, informally, each week. 

 

Information management (IM) steering committee 

The IM steering committee is constituted as a subcommittee of the audit committee to 

assist that committee in executing its responsibility for IT governance. The committee 

meets four times a year. 

 

Investment review committee 

This committee is constituted as a management committee to assist the CEO with the 

investment and capital expenditure management processes of the group. 

 

The committee meets around five times a year. 

 

Offshore review committee 

The offshore review committee is constituted as a management committee to assist the 

CEO and finance director in managing Exxaroôs portfolio of offshore investments and 

interests. 
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The committee meets at least twice a year. 

 

Portfolio review committee 

The portfolio review committee is constituted as a strategy management committee to 

assist the CEO with portfolio management. 

 

The committee meets around nine times a year. 

2.24 A governance framework should be agreed 

between the group and its subsidiary boards 

 All Exxaro subsidiaries adopt and comply with the detailed delegation of authority 

framework and policy, which stipulates the governance framework. 

 

In 2015, Exxaro acquired Total Coal South Africa Proprietary Limited (TCSA), now 

Exxaro Coal Central Proprietary Limited: ECC still largely operates under its previous 

governance framework, albeit with a number of changes to provide better group 

oversight.   

2.25 Companies should remunerate directors and 

executives fairly and responsibly 

 Refer the extensive remuneration committee report for full details. 

2.26 Companies should disclose the 

remuneration of each individual director and 

certain senior executives 

 Refer the extensive remuneration committee report for full details. 

2.27 Shareholders should approve the 

companyôs remuneration policy 

 At the 2015 annual general meeting, 74,23% of shareholders voted in favour of the 

remuneration policy by means of a non-binding advisory vote. This resolution has again 

been incorporated into the notice for the 2016 annual general meeting. 

 

Audit committees 
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3.1 The board should ensure the company has 

an effective and independent audit 

committee 

 Refer principle 2.6 under boards and directors. 

3.2 Audit committee members should be 

suitably skilled and experienced 

independent non- executive directors 

 All three members are independent non-executive directors and the chairman of the 

board is not a committee member. 

 

The committee meets the academic qualifications and experience requirements 

stipulated in regulation 42 of the Companies Regulations, 2011. The chairman, Jeff van 

Rooyen, and Vuyisa Nkonyeni are chartered accountants. 

 

Changes in international financial reporting standards and related developments are 

submitted to the committee at each meeting. 

 

As with all directors, the committee is entitled to consult appropriate specialists as 

required. 

3.3 The audit committee should be chaired by 

an independent non- executive director 

 The chairman, Jeff van Rooyen, is an independent non-executive director and is elected 

by the board annually. He is always present at the annual general meeting of the 

company. 

3.4 The audit committee should oversee 

integrated reporting 

 The committee, as well as the SRC committee, reviews the report, including any 

summarised information, prior to submission to the board. 

 

The committee functions as a reporting oversight body in support of the SRC committee, 

which has a wider mandate to govern company performance on risk and sustainability in 

general. 
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PwC provides assurance over key performance indicators, disclosed in this report, and 

audits summarised financial information. 

 

The company issues reviewed interim financial statements. 

3.5 The audit committee should ensure a 

combined assurance model is applied to 

provide a coordinated approach to all 

assurance activities 

 The combined assurance framework, with its underlying model, was approved in 2012. 

 

The combined assurance forum is operating effectively and consists of the chief audit 

executive, acting as chairman, general manager of SHEC, and finance manager of the 

coal business, relevant functional representatives, and invitees from major assurance 

service providers in the group. The forum ensures assurance activities address specific 

regulatory requirements or can be linked to a material risk exposure. A combined 

assurance map, linking assurance to risks, assists in this process. 

 

To ensure all findings are tracked, reported and closed out, Exxaro uses a single 

assurance tracking platform. This gives management a single point of entry to assurance 

findings, regardless of which service provider conducted the audit or review. 

 

Refer the section on combined assurance for more information. 

3.6 The audit committee should satisfy itself of 

the expertise, resources and experience of 

the companyôs finance function. 

 

Section 3.84(h) of the Listings Requirements 

 As required by the Listings Requirements, the audit committee, through a formal process, 

has satisfied itself of the finance functionôs resources, experience and expertise and the 

appropriateness of the expertise and experience of the finance director. 

 

The group company secretary facilitated completion of a questionnaire in the finance 

department to enable the committeeôs review: the majority of responses were positive 
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with respect to the function and the finance director and no serious concerns were raised. 

3.7 The audit committee should be responsible 

for overseeing internal audit 

 The audit committee is responsible for appointing the chief audit executive and he has 

unfettered access to its chairman and the chairman of the board. The audit committee 

approves the risk-based internal audit plan annually. EY, as independent internal auditor, 

submits detailed reports to each meeting, the chairman meets independently with internal 

audit and the committee meets with the internal and external auditors independently of 

management at the first and third meetings of the year, to align with the review of annual 

and interim financial statements. 

3.8 The audit committee should be an integral 

component of the risk management process 

 Although the coordination of enterprise risk management has been delegated to the SRC 

committee, the audit committee remains involved to express a view on the system of 

internal control and risk management, the assurance provided on material risks, and 

specifically retains accountability for financial and information technology risk. 

3.9 The audit committee is responsible for 

recommending the appointment of the 

external auditor and overseeing the external 

audit process 

 At the first committee meeting of each year, the committee assesses the suitability of the 

independent external auditor for reappointment, based on the criteria stipulated in the 

Companies Act and the Listings Requirements, and makes such recommendation to 

shareholders at the annual general meeting. The committee approves the terms of 

engagement and remuneration of the independent external auditor and also assesses the 

quality and effectiveness of the external audit process. The independent external auditor 

submits detailed reports to each meeting, including any reportable irregularities. 

 

As noted in the audit committee report, the company has an approved policy to regulate 

the use of non-audit services by the independent auditor. The policy differentiates 

between permitted and prohibited non-audit services and specifies a monetary threshold 
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at which the committee considers approvals. 

 

The chairman meets independently with external audit and the committee meets with 

internal and external auditors independently of management at the first and third 

meetings of the year, to align with the review of annual and interim financial statements. 

3.10 The audit committee should report to the 

board and shareholders on how it has 

discharged its duties 

 As discussed under principle 2.23 under board and directors, all board committees report 

to the board through verbal feedback and submitting minutes at each board meeting. 

 

A summarised audit committee report is included in the integrated report 2015, with the 

full report in the group and company annual financial statements for the year ended 31 

December 2015. The committee chairman is present at the annual general meeting to 

respond to any questions. 

 

The governance of risk 
4.1 The board should be responsible for the 

governance of risk. 

 Refer principle 2.7 under boards and directors. 

4.2 The board should determine the levels of 

risk tolerance. 

 In 2015, the board reviewed and approved the appropriate tolerance levels for each 

strategic key performance indicator. 

 

These tolerance levels have been incorporated in the strategic focus areas to ensure that 

neither too little nor too much risk is taken in pursuing Exxaroôs strategy. 

 

The companyôs impact scale has also been aligned to the tolerance levels. This ensures 

historical information can be reported and an assessment made whether the company 
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has been acting in line with the predetermined risk appetite and whether it will continue 

doing so, considering the risk information. 

4.3 The risk committee or audit committee 

should assist the board in carrying out its 

risk responsibilities 

 The board has formally delegated the responsibility for risk management to the SRC 

committee, with assistance from the audit committee. 

4.4 The board should delegate to management 

the responsibility to design, implement and 

monitor the risk management plan 

 Execution of risk management has been delegated to the risk, compliance and assurance 

department. 

 

Refer principle 2.7 under boards and directors on the SRC process. The SRC committee 

consists of four independent non-executive directors. It meets four times per annum and 

its performance forms part of the annual board and committee evaluation. 

 

Risk champions at all business units and service functions oversee entrenchment of the 

process. This includes ensuring risk owners continuously identify, assess, mitigate and 

manage risks within the existing and ever-changing risk profile of their operating 

environment. In addition, risk champions coordinate risk management forums at business 

units and service functions which, in turn, escalate risks against defined parameters to 

similar forums at a consolidated commodity and group level. 

 

The risk and compliance manager is responsible for reporting to the SRC and audit 

committees on financial and information technology risks. 

 

Exxaro operates under a world-class information management system which ensures 

true transparency and accountability in managing risks and reporting on the effectiveness 
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of mitigation techniques to ensure strategic objectives are achieved. 

4.5 The board should ensure risk assessments 

are performed on a continual basis 

 Formal risk assessments are conducted at least quarterly at all business units and 

service functions, in line with the detailed enterprise risk management framework. 

 

Refer principle 4.4 and the risk and compliance section in the integrated report 2014. 4.6 The board should ensure that frameworks 

and methodologies are implemented to 

increase the probability of anticipating 

unpredictable risks 

 The enterprise risk management framework, as far as reasonably possible, includes 

processes to prompt the identification of unpredictable risks, including events with high 

impacts and low probability that would cause severe business disruptions. 

 

Exco and the board have access to risk reports compiled by thought leaders in the area 

of risk management and mining, and these are incorporated in the strategic risk register 

of the group. These risks are linked to specific strategic objectives and risk owners at 

executive level, coupled with relevant risk strategies to ensure flexibility of the strategy in 

the changing environment in which Exxaro operates. 

4.7 The board should ensure management 

considers and implements appropriate risk 

responses 

 Although the board has delegated the responsibility for risk management, it reviews the 

top enterprise risks, including risk responses, annually, which would include a review of 

responses to exploit potential upside risk. 

4.8 The board should ensure continual risk 

monitoring by management. 

 The risk profile of every business unit is discussed at its monthly meetings. Operational 

risks are reported quarterly to Exco for noting. 

 

Commodity and regional risk profiles are also compiled, taking into account the strategic 

objectives of the commodity and region. 

4.9 The board should receive assurance on the 

effectiveness of the risk management 

process. 

 The risk and compliance manager, through reporting to the SRC committee, assures the 

board that risk management is being entrenched in Exxaroôs operational activities. In 

addition, EY provides assurance to the board on the effectiveness of the risk 
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management process annually. 

4.10 The board should ensure there are 

processes in place enabling complete, 

timely, relevant, accurate and accessible 

risk disclosure to stakeholders 

 Top enterprise risks are disclosed in the integrated report 2015. Significant issues are 

disclosed in media reports and on JSE Stock Exchange News Service (SENS) 

throughout the year, as deemed appropriate. 

 

EY has reported to the audit committee on the effectiveness of the risk management 

process and the committee, in turn, expressed a view on the process on behalf of the 

board. 

 

Governance of information technology 

5.1 The board should be responsible for 

information technology (IT) governance 

 Refer principle 2.8 under boards and directors. 

5.2 IT should be aligned with the performance 

and sustainability objectives of the company 

 The IT strategyôs overarching objective is to align all underlying systems to truly enable 

the integration of strategy, governance, risk, compliance, performance and sustainability. 

The 2016-2020 IM strategy to achieve these objectives has been approved by the IM 

steering committee, which also monitors progress.  

5.3 The board should delegate to management 

the responsibility for implementation of an IT 

governance framework 

 The implementation of the governance framework has been delegated to the information 

management department, with oversight by the IM steering committee. 

 

Ian Brown is the chief information officer and reports to the audit committee on IT matters 

in line with annual plans or as specifically required. 

5.4 The board should monitor and evaluate 

significant IT investments and expenditure 

 Information and communication technology (ICT) acquisitions fall within the same capital-

approval parameters as other projects and, based on value, are elevated to the board. 

The IM steering committee vets potential projects and initiatives prior to decisions being 
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taken or recommended to the investment review committee and subsequent levels, ie the 

board, in line with the capital expenditure parameters. 

 

The IM steering committee reviews the total IM portfolio annually and the execution of the 

portfolio twice per annum. 

5.5 IT should form an integral part of the 

companyôs risk management 

 The enterprise risk management framework includes assessment and management of all 

ICT risks, and the risk impact matrix specifically refers to IT-related impacts, which form 

part of any risk assessment. 

 

Exxaro operates under a world-class IM system which ensures true transparency and 

accountability in managing risks and reporting on the effectiveness of mitigation 

techniques to ensure strategic objectives are achieved. 

 

A disaster recovery policy and procedures are in place and tests are performed monthly: 

all tests in 2015 were successful. 

 

The IM steering committee is responsible for monitoring and ensuring compliance with 

ICT-related legislation and best practice. 

5.6 The board should ensure information assets 

are managed effectively 

 All electronic information assets are managed effectively. Employee access to relevant 

information is strictly controlled through an effective authorisation process. All electronic 

information is backed-up daily in accordance with a backup policy and procedures and 

stored off-site. 

 

The company has successfully set up the IT enterprise landscape to facilitate compliance 
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to the impending commencement date of the Protection of Personal Information Act 4 

2013 and the group company secretary has been appointed as the information officer in 

terms of this act. 

5.7 A risk committee and audit committee 

should assist the board in carrying out its IT 

responsibilities 

 The audit committee, through reporting by the IM steering committee, considers ICT risks 

and mitigating actions, which are managed in line with the overall enterprise risk 

management framework. 

 

A number of IT systems are used to improve audit efficiency, inter alia, as discussed in 

principle 3.5 under audit committees, Exxaro uses a single assurance tracking platform, 

ITM. This allows management a single point of entry to manage assurance findings, 

regardless of the service provider that conducted the audit or review. 

 

Compliance with laws, rules, codes and standards 

6.1 The board should ensure the company 

complies with applicable laws and considers 

adherence to non-binding rules, codes and 

standards 

 Refer principle 2.9 under boards and directors. 

6.2 The board and each director should have a 

working understanding of the effect of 

applicable laws, rules, codes and standards 

on the company and its business 

 Information on laws, rules, codes and standards are shared with directors regularly 

through documentation and governance sessions ï refer principle 2.20 under boards and 

directors. 

6.3 Compliance risk should delegate to 

management the implementation of an 

effective compliance framework and 

 Refer principle 2.9 under boards and directors and 6.4 under compliance with laws, rules, 

codes and standards. 
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processes 

6.4 The board should delegate to management 

the implementation of an effective 

compliance framework and processes 

 Implementation has been delegated to the risk, compliance and assurance department. 

All management teams at business units have received training on the enterprise risk 

management process, which includes compliance risk management. Compliance risks 

form part of the risk registers of all operations, including those of regional management, 

Exco and the board. 

 

Combined assurance mapping has also been completed on all material compliance risks 

at every business unit and results form part of their management action plans, as well as 

the risk-based internal audit plan. 

 

Compliance forms part of the ethics and related policies. 

 

Compliance key performance indicators are reported to the SRC committee quarterly. 

 

During the reporting period, there were no instances of material non-compliance by the 

company or its directors. 

 

The risk and compliance manager is Saret van Loggerenberg and her qualifications 

include a BLC, LLB and LLM (Eur). She is also a fellow of the Institute of Chartered 

Secretaries (FCIS). She is supported by risk specialist and reports to the general 

manager: risk, compliance and assurance who is a standing invitee on the Exco, SRC, 

audit and SE committees. 



 

Exxaro 2015 supplementary report  
 46 

 

 

Principle 

 

Indicator 

 

Comment 

 

Internal audit 

7.1 The board should ensure there is an 

effective risk-based internal audit 

 Refer principle 2.10 under boards and directors. 

7.2 Internal audit should follow a risk-based 

approach to its plan 

 Refer principle 2.10 under boards and directors. 

7.3 Internal audit should provide a written 

assessment of the effectiveness of the 

companyôs system of internal control and 

risk management 

 Refer principle 2.13 under boards and directors. 

7.4 The audit committee should be responsible 

for overseeing internal audit 

 Refer principle 3.7 under audit committees. 

7.5 Internal audit should be strategically 

positioned to achieve its objectives 

 Internal audit reports to the chief audit executive, who is a standing invitee to the Exco, 

audit, SRC and social and ethics committees. 

 

Governing stakeholder relationships 

8.1 The board should appreciate that 

stakeholdersô perceptions affect a 

companyôs reputation 

 Refer principle 2.11 under boards and directors. 

8.2 The board should delegate to management 

to proactively deal with stakeholder 

relationships 

 The primary management of stakeholders has been delegated to the executive head: 

strategy and stakeholder engagement, with support from all executive committee 

members and management in general. 

 

To date the company has actively engaged with its range of stakeholders, and to bring 
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Principle 

 

Indicator 

 

Comment 

best practice and consistency to this arena, in 2014 it adopted the AccountAbility 

1000SES stakeholder engagement standard which serves as a benchmark for good 

quality engagement. The standard uses the principles of inclusivity, materiality and 

responsiveness and guides the process of mapping stakeholders, linking material issues 

to relevant stakeholders, among other items. 

 

A stakeholder engagement framework is in place and supporting engagement plans are 

being incrementally drafted for all areas of the company. 

 

The group strives to engage openly and proactively with stakeholders, and issues and 

requests from stakeholders are responded to as part of ongoing engagement 

programmes. 

 

Further information is contained in the integrated report 2015. 

8.3 The board should strive to achieve the 

appropriate balance between its various 

stakeholder groupings, in the best interests 

of the company 

 The group has identified its stakeholder groups and appropriate management from the 

various functions in the group are assigned to manage relationships with stakeholders. 

The intention is to promote two-way engagement so that the group and stakeholders 

understand one another, and a communication strategy provides support and offers 

opportunities in this regard. 

8.4 Companies should ensure equitable 

treatment of shareholders 

 Exxaro fully complies with the Listings Requirements on disclosing information to 

shareholders. A detailed securities-dealing and information policy sets out very strict rules 

around material price- sensitive information and its disclosure and was again updated in 

2015 to reflect the latest requirements. Any material price-sensitive information and other 

relevant information is published on SENS in accordance with the Listings Requirements. 
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Principle 

 

Indicator 

 

Comment 

 

All queries from shareholders are either handled by the group company secretary or 

investor relations and only information available in the public domain is disclosed. 

8.5 Transparent and effective communication 

with stakeholders is essential for building 

and maintaining their trust and confidence 

 The board supports the groupôs communications strategy, which is guided by principles 

that include being approachable, genuine and principled. The group strives for honest 

and clear communication and uses various communication channels such as media 

relations, advertising, integrated reporting and its website to reach stakeholders timeously 

and effectively. 

  

8.6 The board should ensure disputes are 

resolved as effectively, efficiently and 

expeditiously as possible 

 Dispute-resolution clauses are included in all Exxaroôs general contract conditions and 

based on the principle of internal resolution between the parties as a first means of 

addressing disputes, after which arbitration would be used if the matter remains 

unresolved. 

 

The board considers serious disputes and considers the companyôs position and best 

legal recourse. 

 

Integrated reporting and disclosure 
9.1 The board should ensure the integrity of the 

companyôs integrated report 

 Refer principle 2.12 under boards and directors. 

9.2 Sustainability reporting and disclosure 

should be integrated with the companyôs 

financial reporting 

 Although the process of integrated reporting is still maturing, the company has integrated 

its thinking and reporting ï in 2015 we used a new approach for our integrated report. 

Continuous efforts will be made to incorporate reporting best practice and improve the 

level of integration. 
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Principle 

 

Indicator 

 

Comment 

 

The board has included commentary on the companyôs financial results and going-

concern status in the annual financial statements. 

9.3 Sustainability reporting and disclosure 

should be independently assured 

 Refer principle 3.4 under audit committees. 
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Committee reports 

Audit committee 

Refer to the annual financial statements. 

Remuneration and nominations committee 

The remuneration and nomination committee (Remco) is a combined committee, overseeing 

remuneration matters for all controlled subsidiaries and nomination matters for Exxaro Resources 

Limited only (the executive committee or Exco) has been mandated to consider nomination matters 

for all subsidiaries and investments). It operates under approved terms of reference, as well as a 

detailed annual plan, which incorporates the principles of King III and duties assigned by the board. 

Objective and scope 

The committeeôs objectives are to: 

¶ Make recommendations on remuneration policies and practices, including Exxaroôs employee 

share schemes, for all controlled companies 

¶ Ensure effective executive and board succession planning 

¶ Review medical aid and retirement fund performance 

¶ Review compliance with all statutory and best-practice requirements on labour and employee 

relations management in collaboration with the social, risk and compliance (SRC) committee. 

 

As a combined committee, a process is in place to ensure the following responsibilities for the 

nomination element are carried out: 

¶ Provide recommendations on the composition of the board and board committees, to ensure the 

board comprises individuals equipped to fulfil their role as directors of the company and aligned 

with the policy detailing procedures for appointments to the board 

¶ Provide comments and suggestions on committee structures of the board, committee operations, 

member qualifications and member appointments. 

Membership 

The committee had a majority of independent non-executive directors for the review period. The board 

chairman is a member of the committee and chairs nomination matters. 
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Remco meetings 2015 
25 Feb 

Special 
2 Mar 

30 Mar 

Special 
26 May 14 Aug 18 Nov 

RP Mohring (chairman)  P P P P T P 

CJ Fauconnier P P P P P P 

D Konar  
P 

(chairman) 
P 

P 

(chairman) 
P P T/PA 

NB Mbazima P P P A A R 

VZ Mntambo  P P P A P P 

P=Present / A=Apology / T=Telecon / PA=Partial attendance / R=resigned/retired 

 
Other attendees include the chief executive officer, finance director and executive head: human 

resources. The committee meets at least four times a year and carried out its duties and 

responsibilities as stipulated in the terms of reference and detailed annual plan during the review 

period. 

Committee key performance indicators and evaluation 

In 2015 for the first time, the board and board committees developed specific key performance 

indicators (KPIs), in addition to the aspects dealt with in the annual plan. This was a first attempt at 

setting objective measures for directors for a particular year in assisting management to achieve 

Exxaroôs strategic objectives. We recognise these are more qualitative in nature, but view this as a 

maturing process that will lead the board and its committees to more meaningful quantitative 

measures over time and ultimately give stakeholders a more in-depth sense of the performance of the 

board and its committees.  

 
The committee set the following KPIs for 2015: 

KPI Objective Measure 

Assess executive capacity on 

board 

Well-prepared, effective and 

efficient director as future 

CEO 

Improved functioning of CEO-designate as 

director 

Determine whether additional executive 

directors are required 

Enhanced board succession 

planning 

Continuity and sustainability 

of the board and committees 

Detailed board succession plan for next four 

years 

Detailed executive committee succession plan 

Improved use of the strategic 

dashboard to manage and 

monitor the strategy 

Involved and active 

members taking 

accountability for Remco-

Full use of Remco strategic dashboard as key 

success measure of strategy achievement: 

debate/ questions asked and remedial actions 
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KPI Objective Measure 

related strategic guidance 

and advice 

requested to address below-appetite 

performance on KPIs 

Sharing best practice Improving the company's 

practices and standards 

Individual directors actively sharing deemed 

appropriate and applicable best practice from 

other committees with committee/company 

 

The committee and invitees concurred that these KPIs were achieved in 2015. 

 

The board and committee evaluations for 2015 differed substantially from those in previous years and 

focused much more on performance than conformance; hence a comparison of year-on-year results 

would be misleading. The committee achieved an average score of 3,29 (meets expectations), 

although one item was identified as requiring attention: Remco mix and depth of capacity, skills and 

experience: undoubtedly affected by the decision not to appoint an additional committee member on 

the resignation of Mr NB Mbazima. As per the 2016 KPIs (below), board and committee succession, 

of which this item forms part, will receive significant attention in 2016. 

 

KPIs 2016 Objective Measure 

Enhanced board succession 

planning 

Continuity and sustainability 

of the board and committees 

Detailed board succession plan for next four 

years 

Support to new executive 

head: human resources 

Optimal operation of human 

resources through support/ 

guidance from committee 

Active support and guidance to ensure 

optimal functioning 

Improved use of the strategic 

dashboard to manage and 

monitor the strategy 

Involved and active 

members taking 

accountability for Remco-

related strategic guidance 

and advice 

Full use of Remco strategic dashboard as key 

success measure of strategy achievement: 

debate/ questions asked and remedial actions 

requested to address below-appetite 

performance on KPIs 

Sharing best practice Improving the companyôs 

practices and standards 

Individual directors actively sharing deemed 

appropriate and applicable best practice from 

other committees with the 

committee/company 

Key issues 

Key issues that received attention in the review year included: 

¶ As noted in the 2014 integrated report, retrenchments due to mine closure (Inyanda, AlloyStream 

and Tshikondeni (279)) remained a feature. The company paid retrenchment packages to the 
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value of two weeks for every completed year to all retrenched employees, in addition to 

employee assistance services and other support. Retrenchment packages of two weeks per 

year, with similar additional support, were also paid to ECC employees early in 2016 following 

the optimisation process. As discussed elsewhere, the section 189 of the Labour Relations Act 

66 of 1995 (as amended) (LRA) process at Arnot mine will continue in 2016 and the impact of 

closure on employees and the community will continue to receive the committeeôs focus.    

¶ The cost of labour and need to reduce overhead costs received significant focus in 2015, 

resulting in a below-CPI increase to non-bargaining unit employees (as discussed below), and 

464 employees (minimal numbers in the critical and scarce skills categories) accepting voluntary 

severance packages and leaving the company in 2015 and up to the end of March 2016. 

¶ As flagged in the prior integrated report, 2015 was a bargaining unit wage-negotiation year 

(discussed below), and the risk of protracted negotiations, industrial action and unrest were 

extensively discussed: the Chamber of Mines wage-negotiation process, where Exxaro Coal 

Mpumalanga Proprietary Limited (ECM) participates, was concluded after a wage strike from 4-

13 October 2015. 

¶ The remuneration philosophy and principles have been reviewed and any changes will be 

considered for implementation in 2016. 

Remuneration report 

This report elaborates on Exxaroôs remuneration policy for non-executive directors, executive 

directors, prescribed officers, senior management and all other employees. The way Exxaro 

remunerates employees reflects the dynamics of the market and the context in which we operate. It is 

aligned to the strategic direction and specific value drivers of the businesses within which we operate, 

supporting the philosophy of operational excellence, continuous improvement and innovation. 

Remuneration plays a critical role in attracting and retaining high-performing individuals and will 

reinforce, encourage and promote superior performance. Remuneration, however, is not a stand-

alone process, but fully integrated into other management processes, such as performance 

management and group human resources policies. 

 

The companyôs vision for rewards is to provide simple, integrated, holistic solutions, common 

messages and a package differentiated from the market for Exxaro to attract, retain and energise 

talented, high-performing people. 

Remuneration philosophy statement 

We believe people are one of our key competitive sources of value and that the achievement of 

corporate goals and business objectives must be supported by the way we reward people for their 

contribution. We primarily remunerate people for the value they add to Exxaro, making remuneration a 
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vital part of the total employee value proposition. 

 

Remuneration practices: 

¶ Support the business strategy of Exxaro 

¶ Support the Exxaro people strategy 

¶ Support the importance of skills, knowledge and experience applied in context 

¶ Inspire superior performance of the organisation, teams and the individual 

¶ Encourage the development of competencies required for future company needs 

¶ Are based on the principle of sharing in the success of the company 

¶ Target the attraction of the right talent to fit organisational needs 

¶ Are designed to retain high-quality talent with the optimum mix of skills and competencies 

¶ Aim to align employee engagement to organisational vision and mission through the total 

employee value proposition (both financial and non-financial rewards)  

¶ Differentiate appropriately through various reward practices and processes on the basis of job 

outputs and contribution 

¶ Comply with clauses prohibiting discrimination in the Constitution of the Republic of South Africa 

Act 108 1996 as amended (the constitution), and the Employment Equity Act 55 1996 as 

amended (EEA) 

¶ Allow maximum flexibility in terms of the use and reward of the workforce 

¶ Provide maximum choice for individuals in structuring their reward 

¶ Establish accountability and ownership of the reward process with line management 

¶ Ensure a balance between affordability and quality of life for employees. 

Reward framework and components 

The reward strategy is aligned with the company strategy and the execution of that strategy, along 

with an emphasis on operational excellence. We believe this will in turn maximise Exxaroôs 

performance and effectiveness, thus increasing shareholder returns. Each component of the Exxaro 

reward strategy is developed with a specific intent and purpose. 

 

Reward component:  What Rationale:  Why 

Guaranteed remuneration and 

benefits 

¶ Remunerate for job-specific outputs and requirements ï considering 

the principle of equal pay for work of equal value 

¶ Attract and retain high-performing individuals 

¶ Differentiate on basis of individual performance and contribution to 

Exxaro  

¶ Quality of life 
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Reward component:  What Rationale:  Why 

Short-term incentives ¶ Meeting stretched company or individual targets 

¶ Create a culture of superior performance 

¶ Enhance team performance 

Long-term incentives ¶ Attract and retain high-performing talent 

¶ Align individual, team and organisational performance with 

shareholder expectations 

¶ Create a culture of sustainable performance 

Reward and recognition ¶ Support and reinforce a culture of belonging, performance and 

acknowledgement 

Strategic separation ¶ Retrenchment 

¶ Voluntary separation packages 

¶ Space creation 

Remuneration mix 

The remuneration mix reflects the relative proportions of pay represented by guaranteed, variable and 

share income pay and will be meaningfully linked to job type and the nature of expected outcomes. 

¶ Guaranteed remuneration + short-term incentives + long-term incentives = total remuneration 

¶ Guaranteed remuneration includes all guaranteed items such as basic salary, medical aid, 

pension fund, guaranteed allowances. This will be pitched at the market median (50th percentile) 

for full performance 

¶ Variable remuneration includes cash incentive payouts, circumstantial remuneration and 

recognition rewards. The timeframe for paying variable remuneration is typically one year or less, 

except where some portion may be deferred into a later period. This will be pitched at the market 

median (50th percentile) 

¶ Long-term incentives are paid as equity in the company, with specific performance conditions to 

be met at the end of a specific time, typically three years. This will be pitched at the upper 

quartile of the market (75th percentile). 

 

The company will adopt, where appropriate, suitable levels of variable pay so that value-based 

achievement enhancements are encouraged and rewarded. 

Remuneration guiding principles 

The principles discussed below apply to all remuneration policies and practices. Implementation 

differs due to the nature of the labour force and is split between employees who form part of collective 

bargaining and those who fall outside collective bargaining including executives, all management 




























































































































































































































































