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Mining Review
As noted in the Chairman’s statement, the group’s strong performance in 2018 
can be attributed mainly to Black Wattle, our South African coal mining operation. 
During the year the mine was able to benefit fully from the coal infrastructure 
improvement implemented in 2017 achieving an increased overall yield compared 
to the prior year and a consistent Run of Mine production through the washing 
plant. This allowed the group to benefit from the higher prices achievable for 
our coal during the year.

Production and operations 
For the first half of 2018, the mine achieved 
mining production of 670,000 metric tonnes 
(2017 H1: 582,000 metric tonnes), improving 
on the first half production achieved in 
2017, which was impacted by water and 
stone contamination issues. During the 
second half of the year, production 
remained fairly consistent with the 
exception of some temporary blasting 
and water issues at our opencast area 
which had a limited impact on production 
in the last quarter of the year. Overall the 
mine achieved production of 649,000 
metric tonnes (2017 H2: 714,000 metric 
tonnes) during the second half of the year. 
As a result of the higher production in the 
first half of the year, overall mining 
production from Black Wattle increased in 
2018, with total mining production for the 
year of 1.32million metric tonnes (2017: 
1.30million metric tonnes). In 2019 we 
have commenced mining in a new opencast 
area at Black Wattle contiguous to the 
area that was mined in 2018. This new 
area will be mined throughout 2019 and 
we expect mining production levels and 
yields achieved in 2018 to be maintained 
in 2019. 

As mentioned in the Chairman’s statement, 
we are pleased to report that Black Wattle 
has signed an agreement to acquire a new 
coal reserve contiguous to Black Wattle’s 
operations. The reserve has an expected 
run of mine tonnage of 1.9million metric 
tonnes, can be mined by opencast and is 
of a similar quality to Black Wattle’s existing 
reserves. The acquisition is subject to 
regulatory approval from the South African 
Department of Mineral Resources and will 
be financed out of the group’s existing 
South African cash resources and banking 
facilities. The group continues to seek 
further opportunities to extend the life of 
mine of its existing mining operations or 
develop new independent mining 
operations in South Africa. 
The infrastructure improvements to the 
washing plant that were completed in 
2017, will allow the group to mine or buy 
in coal from similar reserves within the 
area that may be affected by stone 
contamination issues. This broadens the 
scope of new opportunities for the group 
to achieve additional value from our coal 
washing operations in South Africa 
separate from the group’s existing mining 
operations. In order to maximise these 
opportunities, in January 2019, Black 
Wattle transferred its washing plant 

operations into a wholly owned subsidiary 
called Sisonke Coal Processing which will 
operate as a stand-alone commercial entity. 
In addition, the group has committed to 
further improvements to the washing 
plant to be implemented in 2019, including 
a new high-pressure filter press segment 
which will improve the management and 
quality of coal fines produced from our 
washing plant. We look forward to the 
positive impact the further improvements 
to the washing plant will have on the 
returns achievable from our remaining 
reserves. 

Main trends/markets 
During 2018 management continued to 
sell coal into both the export and 
domestic market. Black Wattle’s export 
sales were via Richards Bay Coal 
Terminal and primarily under the Quattro 
programme, which allows junior black-
economic empowerment coal producers 
direct access to the coal export market 
via Richards Bay Coal Terminal. We would 
like to thank Vunani Limited, our black 
economic empowered shareholders at 
Black Wattle, for managing and 
developing this opportunity. 
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A shortage of coal in the domestic market 
and strong demand for coal in the 
international market impacted positively on 
the prices achievable for our coal during 
the period. At the beginning of 2018, the 
average weekly price of Free on Board 
(FOB) Coal from Richards Bay Coal Terminal 
(API4) was $95. During the year the API4 
price remained mainly range bound 
between $90 and $105 ending again at 
$95 by the end of the year. Overall the 
average weekly API4 price for 2018 was 
$98 compared to $84 in 2017. The higher 
overall coal prices compared to the prior 
period, along with a year on year stable 
Rand attributed to the group achieving an 
overall increase in the average Rand price 
of R879 per tonne of export coal sold in 
2018 from the mine compared to R773 in 
2017. Looking forward into 2019, although 
we have seen a weakening in the API$ 
price in the first quarter of 2019, we expect 
demand to remain stable for South 
African coal in the seaborne market.
In the domestic market, a continued high 
demand impacted positively on prices 
achievable for our coal in 2018. Overall, 
the group achieved an average price of 
R500 per tonne of domestic coal sold in 
2018 compared to R397 in 2017. Looking 
forward, domestic prices to date have 
remained stable and we have continued 
to see strong demand for our coal. 

Overall, the increase in group revenue, 
compared to the prior year, can mainly be 
attributed to the increased overall yield 
and higher prices achieved for our coal at 
Black Wattle. 

Sustainable development 
Black Wattle continues to strive to conduct 
business in a safe, environmentally and 
socially responsible manner. Some 
highlights of our Health, Safety and 
Environment performance in 2018:
•  Black Wattle Colliery recorded one Lost 

Time Injury during 2018 (2017: One). 
•  No cases of Occupational Diseases 

were recorded. 
•  Zero claims for the Compensation for 

Occupational Diseases were submitted.
In South Africa, the new government 
regulated Broad-Based Socio-Economic 
Empowerment Charter for the Mining and 
Minerals Industry, 2018 (New Mining 
Charter) came into force from March 
2019. The New Mining Charter is a 
regulatory instrument that facilitates 
sustainable transformation, growth and 
development of the mining industry. The 
group is committed to fully complying with 
the New Mining Charter and providing 
adequate resources to this area in order to 
ensure opportunities are expanded for 
historically disadvantaged South Africans 

(HDSAs) to enter the mining and minerals 
industry. In addition, we continue to adhere 
and make progress in terms of our Social 
and Labour Plan and our various BEE 
initiatives. A fuller explanation of these can 
be found in our Sustainable Development 
Report on page 8.

Prospects 
Looking forward to 2019, management 
will focus on maintaining production at 
Black Wattle at the levels achieved in 
2018 and increasing our life of mine 
through the acquisition of additional 
reserves. Management will also seek  
to achieve additional value from its 
investments in the washing plant that is 
now held in Sisonke Coal Processing. 
With strong demand for our coal, we 
believe the group is in a strong position  
to achieve significant value from our 
South African mining operations in 2019. 

Andrew Heller  
Managing Director
25 April 2019
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