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CHAPTER 1: BROAD-BASED ECONOMIC VALUE CREATION

1.1 GROUP CASH VALUE ADDED STATEMENTS (UNAUDITED)
The cash value added statements show the wealth the group has created through mining and investing operations.

Exxaro generates and creates value as follows:

< Employees receive salaries/wages, share-based payments as well as bonuses (where certain performance
conditions are met) and distributions from Mpower 2012

+ The governments of the countries where Exxaro has operations receive tax and royalty payments

» Suppliers and contractors are supported through the procurement of consumables, services and capital goods

+ Shareholders receive a return on their investment through dividends and capital growth in the share price

» Providers of finance receive a return through interest and other loan costs paid

+ Exxaro has corporate social investment initiatives which benefit communities surrounding the operations

+ Continuous reinvestment into the group to ensure sustainability and expansion.

The statements on page 7 summarise the total cash wealth created and how it was disbursed among the group’s
stakeholders. The retained amount was reinvested in the group for the replacement of assets and further
development of operations (further value add over time).

24 63 23 88
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2015 2014
For the year ended 31 December Rm Rm
Direct economic value generated 11 202 13 014
Gross revenue from the sale of products and services (including VAT) 20 579 18 843
Shortfall income (including VAT) 1671
Income from investments and interest received 1 396 3787
Operating costs (10 773) (11 287)
Economic value distributed 6 849 7 626
Employee salaries, wages and benefits (excluding employees’ tax: PAYE) 3617 3232
Employees’ tax: PAYE deducted from remuneration paid 861 803
Payments to government 824 1141
Interest paid and loan cost 500 307
Cash dividend paid, excluding Mpower 2012 dividend to employees 960 2 032
Cash dividend paid to Mpower 2012 employee beneficiaries 24 23
Volunteerism 2
Community investments (including donations) 63 86
Net economic value retained in the group to maintain and develop operations 4 353 5388
Included in the above are:
Payments to government: taxation contribution 824 1141
Direct taxes per country (excluding deferred tax) 81 120
- RSA 78 45
— Netherlands 73
— Australia 2
— Other 3
VAT 558 804
— Levied on purchases of goods and services (1 595) (2 023)
— Charged on turnover 2 153 2827
Additional amounts collected by the group on behalf of government
— Unemployment Insurance Fund 14 13
Levies paid to government 171 204
- Rates and taxes 8 6
— Royalties 109 131
— Workers’ Compensation Fund 5 7
— Unemployment Insurance Fund 14 26
— Skills Development Levy 35 34
Community investments per region 63 86
— Gauteng and corporate projects 14 35
— Limpopo 26 31
— Mpumalanga 23 20
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This chapter is a summary and should be read in conjunction with the Integrated Report 2015 for further details.

Financial forecasts and data given herein are estimates based on the reports prepared by experts who in turn

relied on management estimates. Undue reliance should not be placed on such opinions, forecasts or data. No
representation is made as to the completeness or correctness of the opinions, forecasts or data contained herein.
Neither the company, nor any of its affiliates, advisors or representatives accept any responsibility for any loss arising
from the use of any opinion expressed or forecast or data herein. Forward-looking statements apply only as of the
date on which they are made and the company does not undertake any obligation to publicly update or revise any of
its opinions or forward-looking statements whether to reflect new data or future events or circumstances.




RESILIENT PERFORMANCE

The 2015 financial year saw the continued downward trend in commodity prices, reaching new lows for iron ore and
thermal coal. The API4 for 2015 averaged USS$57 per tonne, compared with US$S72 in 2014. Iron ore fines prices also
plummeted by over 42%, averaging US$56 (CFR China) in 2015 compared to US$97 in 2014. The ongoing oversupply in the
TiO, market and lacklustre demand continued to depress pigment prices. Despite all of these, Exxaro has delivered a robust
set of results.

In this challenging time, we continued to focus on our coal business to improve our operational efficiency and we reviewed

our capital allocation in the short to medium term. We reprioritised and staggered our project pipeline to preserve cash in

the year, and continued the drive to reduce input and overhead costs, while protecting our profit margins. Key results from

our initiatives include:

+ R1billion (58%) reduction in expansionary capital expenditure compared to 2014

+ R18 billion coal capital expenditure (R13 billion for the Waterberg region) for the period to 2020, down from previous
guidance of R21 billion (R15 billion for the Waterberg region)

« Net debt at R3 billion, reflecting a net debt:equity ratio of 8,8%

+ R288 million reduction in input costs

+ A total of 464 employees, with minimal impact on the critical and scarce skills categories, accepted voluntary severance
packages and left between 2015 and first quarter of 2016. While this came at a cost of R408 million in 2015, it is
expected to save future labour costs of R250 million per annum (based on 2015 NCOE).

+ Optimisation of ECC, after announcing that all conditions precedent to the acquisition of TCSA were met, by achieving
cost savings of R80 million in 2015.

We completed the PPA accounting for the acquisition of TCSA as required by IFRS. Exxaro acquired TCSA on 20 August 2015
for R3,4 billion, and renamed it ECC. ECC is included in the results of coal commercial operations from 1 September 2015.

COMPARABILITY OF RESULTS
The results of the two years are not comparable mainly due to key transactions (non-core) shown in the following table:

Reporting 2015 2014

segment Description Rm Description Rm
Coal * Termination and voluntary severance * Termination and voluntary severance

packages (110) packages 6)

* Impairment charges' (1 749) = Loss on disposal of non-core assets' (16)

» Compensation from third parties, gain on
disposal of non-core assets and property,

plant and equipment’ 137
Ferrous * Termination and voluntary severance * Termination and voluntary severance
packages (39) packages ©
* Gain on disposal of property, plant * Loss on disposal of non-core assets' (12)
and equipment! 122+ Mayoko iron ore project impairment in
* Partial reversal of financial assets previously 1H14 and pre-tax partial reversal of the
written off 11 write-off of financial assets in 2H14' (5 803)
Other * Loss on dilution of shareholding in Tronox' (10)  * Loss on dilution of shareholding in Tronox! (58)
+ Gain on disposal of property, plant and * Loss on disposal of other non-core assets' (32)
equipment and non-core assets' 17« Impairment of intellectual property (202)
’ Fr:)reTlgréixchangle.gam on US$ held for 4 * Termination and voluntary severance
the acquisition 47 packages 82)
* Termination and voluntary severance ) ) )
* Gains on translation differences recycled
packages (259) ) L )
) ) ) to profit or loss on liquidating foreign
Gains on translatloQ d|ffer§nces rgcycled subsidiaries 47
to profit or loss on liquidating foreign
subsidiaries' 1012
* Other (96)
Group Total net operating loss impact (217)  Total net operating loss impact (6 166)
Coal * Tax impact 28 e Tax impact 5

" Excluded from headline earnings.



CHAPTER 2: THE YEAR IN BRIEF (continued)

Reporting 2015
segment Description Rm
Ferrous * Exxaro’s post-tax share of SIOC gains
on sale of non-core assets and
compensation from third parties! 8
* Exxaro’s post-tax share of SIOC loss
on impairment of operation' (866)
TiO, and * Exxaro’s post-tax share of Tronox
chemicals restructuring costs (141)
* Loss on disposal of property,
plant and equipment’ (21)
Group Total attributable loss (1 214)

" Excluded from headline earnings.

NET OPERATING PROFIT OR LOSS

Description

* Exxaro’s post-tax share of SIOC loss on sale
of non-core assets'

Exxaro’s post-tax share of SIOC loss on
impairment of operation’

* Tax on Mayoko iron ore project impairment’

Exxaro’s post-tax share of Tronox restructuring
costs and other

* Exxaro’s post-tax share of Tronox profit
on sale of property, plant and equipment’

* Prior year tax adjustment and translation
of net investment in foreign operation

Total attributable loss

2014
Rm

(36)

(77)
554

30
(5 761)

The group recorded a net operating profit for the period of R3 173 million compared to a net operating loss of R3 292 million

in 2014. The improvement was mainly due to:
+ Medupi power station ramp-up

+ Non-recurrence of pre-tax impairments of the carrying value of the Mayoko iron ore project non-current assets and

intellectual property of R5 962 million in 2014.

Offset by 2015 pre-tax impairments of the carrying value of:
+ Goodwill recognised on the acquisition of TCSA of R1 524 million

+ Reductants operation property, plant and equipment of R225 million.

R million
862 (440)
(1466)
520 428 775 33 3390 (@17
6166 2874 (196) —
I

(3292)
IFRS  Non-core Core GMEP ECC and Core Non-core
2014 items 2014 Inflation Forex Price Volume Cost  shortfall Rehab NCC 2015 items
Coal 3297 22 3319 (157) 540 451 886 (88) (1 466) 778 33 4 296 (1722
Ferrous (6 238) 5817 (421) (10) 28 (23) 7 21 2 (400) 94
Other (351) 327 (24) (29) (48) (31) (373) (1) (506) 1411
Total (3 292) 6 166 2874 (196) 520 428 862 (440) (1 466) 775 33 3390 (217)

3173

IFRS
2015

2574
(306)
905

3173




EARNINGS

Earnings attributable to owners of the parent, which include Exxaro's equity-accounted investments in associates and joint
ventures, were R296 million (2014: attributable losses of R883 million) or 83 cents earnings per share (2014: 249 cents
losses per share), an increase of 134% mainly due to non-recurring post-tax impairment losses in 2014.

Headline earnings, excluding the impact of any impairment, impairment reversals and profits or losses realised on the sale
of subsidiaries and other non-core assets, were 67% lower at R1 623 million (2014: R4 869 million) or 457 cents per share
(2014:1 372 cents per share), mainly due to a R3 652 million (145%) reduction in post-tax equity-accounted income from
associates (mainly SIOC and Tronox).

CASH FLOW AND FUNDING

Cash preservation remains key to managing the business through this challenging period. It is imperative that we continue
to maintain a balance between project capital investment and returning cash to shareholders. Cash flow generated from
operations was R443 million higher at R4 526 million (2014: R4 083 million), cash used to pay for capital expenditure

of R2 390 million, dividends of R984 million, net financing charges of R446 million and taxation of R85 million.

At R2 390 million, overall capital expenditure decreased 25% in 2015 compared to 2014. A total of R727 million

(2014: R1737 million) was invested in new capacity (expansion capital), and R1 663 million (2014: R1 460 million) was
applied to sustaining and environmental capital (stay-in-business capital). Of the funds spent on stay-in-business capital,
R833 million was for Grootegeluk's replacement of trucks, shovels and stacker reclaimers.

We continue to critically assess our overall project pipeline and the timing of cash flows to prioritise and preserve capital.
Dividends received of R1 341 million (2014: R3 719 million) were down 64% primarily due to the non-declaration of
dividends by SIOC for 2015. Tronox continued its dividend payout at US$0,25 cents per quarter, resulting in the receipt
of dividends of R668 million. We expect to receive no dividends from SIOC and significantly lower dividends from Tronox
in 2016.

R3 436 million was spent to fund the acquisition of TCSA in August 2015.

Due to lower dividends received, funding the acquisition of TCSA and the outflow associated with capital expenditure, the
group had net cash outflow before financing activities of R2 119 million (2014: net cash inflow of R2 280 million).

DEBT EXPOSURE

Net debt at 31 December 2015 was R3 012 million, up 181% on the R1 071 million at 31 December 2014, reflecting a net
debt:equity ratio of 8,8% (at 31 December 2014: 3,1%). The increase was mainly due to funding the TCSA acquisition in
August 2015.

Our South African credit rating was downgraded in first half of 2015 by Standard & Poor's Ratings Services from A- to
BBB+. We began a process to refinance our R8 billion debt facilities and an information memorandum was sent to potential
lenders. We have received sufficient expressions of interest, confirming there is appetite to refinance the facility, which we
intend to close in second quarter of 2016.

R million
4081 (1342)
ar7) 3012
1071 (4 526)
-_ —
Net debt Investing Dividends Other Net debt
Dec 2014 activities received Dec 2015

984

- capex
446 85

_ Tax Dividends
Cash Net
generated financing
costs




CHAPTER 2: THE YEAR IN BRIEF (continued)

COAL BUSINESS PERFORMANCE

Domestic trading conditions remained challenging in 2015. The metals and reductants markets remained under pressure
as they struggled to compete with Chinese imports, weak demand and lower international metals prices. Despite an
oversupplied export thermal coal market, we recorded good demand for our export coal. Export volumes rose from 5,3Mt
to 6,2Mt mainly on additional volumes from ECC. The group realised an average export price of US$50 per tonne in

2015 compared to USS$65 in 2014,

Overall sales volumes were 1,95Mt higher (5%) also due to increased Medupi off-take and the inclusion of ECC.

Coal production volumes (excluding buy-ins) were 2,66Mt (7%) higher than 2014, mainly due to the ramp-up on Medupi
supply and inclusion of ECC from September 2015 (1,37Mt).

We continue to supply coal under existing contracts and no contracts are currently open for review. Exxaro and Eskom are
discussing a possible addendum 10 to the Medupi coal-supply and off-take agreement.

Coal revenue rose 12% from 2014, mainly from commercial mines, reflecting a combination of higher export sales volumes
(including ECC since September) at weaker rand international prices, higher Medupi power station coal sales and lower
domestic steam volumes at lower prices.

For 2015, coal net operating profit decreased 22% mainly due to:

+ Impairment of ECC goodwill (R1524 million) and the reductants property, plant and equipment (R225 million)
+ No GMEP coal-supply agreement shortfall income (2014: R1 466 million)

+ Higher depreciation (R188 million) due to a higher asset base

+ Inflationary pressures (R157 million).

Offset by:

+ Higher local prices (R451 million)

+ Higher volumes (R899 million)

+ Higher exchange rate gains (R549 million)

+ Lower scope changes on environmental rehabilitation provision, including water treatment liabilities (R778 million)
+ Lower distribution cost (R451 million).

On finalising the PPA accounting, goodwill of R1524 million was recognised in terms of IFRS. ECC operations were assessed
to be sensitive to the coal index price and R/USS exchange rate with a 10 cent move affecting net operating profit by

R12 million. At 31 December 2015, the ECC operations were assessed for impairment against these indicators. The 12%
decrease in export coal prices from transaction signature date to the reporting date, partially offset by the weakening

in the R/USS exchange rate in the same period. Impairment assessments resulted in an impairment of goodwill at

31 December 2015.

The coal business will continue to deliver growth as Medupi power station ramps up its coal off-take. Additional growth is
anticipated and planned from the Belfast project which will boost export volumes when production begins in 2018, and
the Thabametsi IPP coal supply in 2020. All remaining capital expenditure is focused on coal to ensure this business's
continued growth.

* Medupi power station coal-supply

As part of our continued engagement with Eskom on later dates to commission Medupi power station’s next five units,
we had initial discussions on a possible addendum 10 to the Medupi coal-supply and off-take agreement. The basis of
the discussions is Eskom’s request to review options available to both parties to reduce future take-or-pay obligations.
2015 deliveries to Eskom were in line with addendum 9, including 2,6Mt delivered to Matimba on addendum 9 terms.
For now, all supply and off-take remains in line with addendum 9 to the coal-supply and off-take agreement.

e ECC
To optimise this asset further, we are implementing Exxaro's operating philosophy across this recently acquired business.

The capital expenditure plan is continuously being reviewed and only critical capital expenditure is approved until the
optimisation of the asset has been finalised. ECC volumes are currently focused on exports, with minimal volumes to the
domestic market.

e Arnot

Eskom issued Exxaro with a notice that the off-take of coal from Arnot mine would discontinue after 31 December 2015.
All production has ceased, a section 189 process was declared and discussions continue with Eskom on the closure and
rehabilitation of this mine. Exxaro owns the mining right for this resource while Eskom owns the assets and is responsible
for the ultimate mine rehabilitation and post closure obligations.



All equipment and infrastructure is being reclaimed for a disposal strategy that will be implemented by Eskom. In the
meantime, the section 189 process is continuing.

* Grootegeluk 10
We expect construction to be completed in the second quarter of 2016 with the plant scheduled for handover in May 2016.

* Grootegeluk 6 phase 2

The approved water use licence was received in December 2015. However, project execution was delayed by one year due
to current market and capital constraints and further delays in the Medupi ramp-up. Detailed design is progressing as
planned.

* Inyanda
Mining at Inyanda ended in November 2015. A sale transaction for the assets and liabilities of this mine is in progress,
subject to conditions precedent (including the section 11 mineral rights transfer).

We continue to review our portfolio in the Mpumalanga area for optimal reconfiguration.

FERROUS

Net operating losses reduced 95% from R6 238 million in 2014 to R306 million in 2015, mainly due to:

« Non-recurring pre-tax impairment loss recorded in 2014 for the Mayoko iron ore project of R5 760 million
« The reduction in operational activities at Mayoko (R69 million)

+ Closure of the loss-making Alloystream™ operation in first quarter of 2015 (R108 million).

Included in 2015 net operating loss is a once-off tax expense provision relating to non-income-based taxes of
R156 million recorded after receipt of the assessment from the RoC taxation authorities. Exxaro will rigorously contest
this assessment by following the appropriate processes.

Most of the rolling stock, except for two locomotives, was sold in 2015. No further capital was spent on the project, and
we kept operating costs to the minimum. The labour force was reduced from 140 to 15 employees. Despite submitting all
documents to the RoC parliamentary authorities in 2015, the mining convention has not yet been ratified.

EQUITY-ACCOUNTED INVESTMENTS

In 2015, Exxaro received 96% lower equity-accounted income and 78% lower dividends from SIOC compared to 2014,
largely attributable to the deteriorating iron ore price which necessitated a reconfiguration of the Sishen pit to a lower cost
shell. This, together with the significant impact of a weaker iron ore price outlook, resulted in an impairment charge for the
Sishen mine of R6 billion (pre-tax), of which Exxaro's share is R1,2 billion (pre-tax).

We will continue to review our major investment as markets evolve. We are considering our options following the
announcement by Anglo American plc to dispose of its interest in KIO (SIOC's parent company) at an appropriate time.

Equity-accounted losses from the Tronox investment were R1503 million, compared to R568 million in 2014. This was
mainly due to our share of:

+ Stock write-downs to the lower of cost or net realisable value

+ Higher consulting fees and financing costs on the Alkali acquisition in 2015.

The performance of this business reflects the resilience and cash-generating abilities from the vertical integration model.
Therefore, Tronox continued its dividend payout at 25 USS cents per quarter, resulting in our share of the dividends
received of R668 million. We will maintain our investment in Tronox at current levels, given prevailing market conditions.

Equity-accounted losses of R53 million from Cennergi (@ 50% joint venture with Tata Power) for 2015 improved by
42% compared to the R92 million loss in 2014, mainly due to a successful cost-reduction initiative focused on both labour
and non-labour cost.

BROAD-BASED BLACK ECONOMIC EMPOWERMENT

Following our announcements in 2015, we secured additional funding to support Exxaro’s controlling BEE shareholder,
Main Street 333. This provides a longer-term solution to Exxaro's BEE status until the structure unwinds in 2016. The
current Main Street 333 preference share balance is R2,8 billion (IDC supported R621 million, Exxaro loan R426 million and
other R175 million) at 31 December 2015.

The lock-in restrictions originally imposed on Main Street 333 as part of Exxaro's current empowerment scheme expire on
30 November 2016, at which point Main Street 333 is free to trade its shares in Exxaro. Currently Main Street 333 has debt
obligations that need to be settled by March 2017. We are assessing alternative solutions to address Main Street 333 and its
empowerment strategy to find a sustainable and satisfactory solution for all stakeholders and working to implement this
solution prior to the November 2016 deadline.



CHAPTER 2: THE YEAR IN BRIEF (continued)

ECC TRANSACTION

As part of the DMR's conditions for approving the transfer of ECC's mineral rights to Exxaro (and granting a section 11
transfer of the mining rights in terms of the MPRDA), Exxaro was required to include additional BBBEE partners in ECC's
assets.

We are reconfiguring the ECC asset base to ensure BEE partners are introduced to a sustainable business, aiming for the
most appropriate mechanism to introduce BBBEE participation.

SHAREHOLDER RETURN

Our dividend policy is based on a cover ratio of between 2,5 and 3,5 times core attributable earnings. While our target has
been to move towards a 2,0 times core earnings cover, we are cognisant of the environment in which we operate and our
stakeholders’ needs. We continuously review this policy to ensure our dividend payouts are sustainable.

As such we are proud that we were able to declare a final dividend of 85 cents for 2015, bringing our total 2015 dividend to
150 cents per share.

Table 1: Key performance indicators

Selected ratios 2015" 20142 20132 20124 20114 2010 2009° 2008° 2007¢
Net financing cost cover: EBITDA Times 9 36 10 1 22 9 7 9 6
Return on equity (ROE):

attributable income % 57 14 16 19 36 34 19 32 14
Return on capital employed (ROCE) % 12 14 19 27 44 38 25 34 20
Return on net assets (RONA) % 1 14 19 27 43 42 28 39 24
Operating margin % 27 15 19 43 20 15 2 19 14
Net debt/(cash):equity % 9 3 20 18 1) 13 29 18 31
Share statistics

Total shares in issue on 31 December Million 358 358 358 358 354 358 357 355 353
- Mpower 2012/Mpower Million 3 3 3 3 ik 11 1A 11
- Ordinary Million 355 355 355 355 354 347 346 344 342
Diluted WANOS Million 356 355 355 354 348 347 345 343 341
WANOS Million €585 355 356 355 353 361 358 361 355
Share price as at 31 December R 44,04 103,50 146,46 169,00 168,00 136,24 104,50 71,90 103,45
Market capitalisation at

31 December Rb 16 37 52 60 60 49 37 26 37
Net asset value per share R 99 96 102 81 68 50 37 38 29
Dividend cover’ Times 0,55 3,18 5,47 2,75 3,00 1,48 2,65 2,62
Dividend cover (core) Times 2,80 2,92 2,63 2,61 2,62 3,00 3,56 2,65 2,62
Dividend per share Cents 150 470 550 500 800 500 200 375 160
— Interim Cents 65 260 235 350 300 200 100 175 60
- Final Cents 85 210 315 150 500 300 100 200 100

Other financial information
Capital commitments

— Authorised and contracted Rm 2 162 2887 4 204 6 283 8 029 6 475 3 550 889 450
— Authorised but not yet contracted Rm 1376 2 160 2 826 4 208 2 413 2 490 1420 2711 1278
- Operating lease commitments Rm 152 135 212 18 59 132 92 77 126
Guarantees and contingent liabilities Rm 7 378 2 609 2 066 1 055 1197 1007 avs 587 201
Finance lease commitments Rm 189 268 260 254 244
Share-based payments expenses Rm 186 6 313 131 165 145 91 84 105
- SARs, LTIP, DBP etc. Rm 79 (101) 222 87 138 115 61 72 59
- Mpower/Mpower 2012 Rm 107 107 91 44 27 30 30 12 46
Executive directors’ remuneration Rm 39 15 37 23 27 23 16 32 30

2015 excludes the impairment of goodwill realised on the purchase of ECC of R1524 million as well as an impairment of Reductants operation net of tax of
R162 million from earnings.

2 2014 excludes the impairment on the Mayoko iron ore project of R5 803 million from earnings.

3 2013 excludes the profit on sale of Zincor of R964 million and the net impairment charge of R43 million where applicable.
4 2012 and 2011 exclude the impact of impairments and other non-recurring transactions.

5 2009 excludes the impact of R1435 million impairment of the KZN Sands assets.

¢ 2008 and 2007 include Namakwa Sands and Black Mountain's 26% interest as if effective from January 2007.

7 The declaration of the 2014 dividend was based on cash attributable earnings.



OUTLOOK

We anticipate that 2016 will be challenging. The key risk to the South African economy for 2016 is the anticipated slowing
economic growth (forecast rate of 0,9% for 2016), and thus weakening fiscal fundamentals which could pave the way for
a credit rating downgrade. We expect the weak exchange rate to remain vulnerable in 2016 on account of domestic and
global events.

We anticipate that international thermal coal prices will remain at current levels for the short to medium term. There is,
however, still good international demand for Exxaro's coal. We expect demand from the local metals market to remain
subdued in the short to medium term, given the over supply in the market. We expect iron ore markets to remain
oversupplied, with suppliers' focus further entrenched on cost reductions to shift the cost curve lower.

We also expect pricing weakness in the mineral sands and TiO, pigment sectors to continue throughout 2016, with the
slowdown in the Chinese construction industry weighing heavily on the titanium value chain.

Our cost base was streamlined but, given the prevailing operating environment, we will continue to identify areas where we
can achieve both reductions and efficiency improvements. We expect to receive no dividends from SIOC and significantly
lower dividends from Tronox in 2016. In the meantime, we will continue to review our major investments as markets evolve.
Part of this includes considering our options following the announcement by Anglo American plc to dispose of its interest
in KIO at an appropriate time.

Our focus in the short to medium term will be to:

+ Prioritise and stagger projects (mainly expansion capital) to preserve cash and ensure debt remains within acceptable
levels. An internal target of net debt at less than two times EBITDA has been set

+ Continue to reduce input and overhead costs by R300 million in 2016

+ Ensure we maintain high levels of cash generated from controlled operations

+ Maintain our dividend payout philosophy of between 2,5 to 3,5 times core earnings cover

+ Develop Exxaro's future BEE shareholding strategy amid regulatory uncertainty and ensure the current BEE structure
unwinds efficiently with minimal impact on stakeholders

« Evaluate our continued shareholding in key investments (mainly SIOC and Tronox) and assess the ability of these
investments to contribute to our future earnings and cash flow

» Further optimising ECC assets

+ Increasing investor confidence in Exxaro’s prospects for the coal business through increased communication of the coal
business strategy.






3.1

3.2

DIRECTORS' RESPONSIBILITY FOR FINANCIAL REPORTING

The directors of the company are responsible for maintaining adequate accounting records, the preparation of the
annual financial statements of the company and group and developing and maintaining a sound system of internal
controls to safequard shareholders' investments, as well as the company’s and group'’s assets. In presenting the
accompanying company and group annual financial statements, IFRS has been followed, applicable accounting
policies have been used and prudent judgements and estimates have been made.

In order for the directors to discharge their responsibilities, management has developed and continues to maintain
a system of internal controls aimed at reducing the risk of error or loss in a cost-effective manner. Such systems
can provide reasonable, but not absolute, assurance against material misstatement or loss. The directors, primarily
through the audit committee, which consists only of independent non-executive directors, meet periodically with
the independent external and internal auditors, as well as executive management to evaluate matters concerning
accounting policies, internal control, auditing, financial reporting and financial risk management. The group's
internal auditors independently evaluate the internal controls and coordinate their audit coverage with the
independent external auditors. The independent external auditors are responsible for reporting on the company
and group annual financial statements. The independent external and internal auditors have unrestricted access to
all records, property and personnel as well as to the audit committee.

The directors have reviewed the company and group financial budgets, along with the underlying business plans, for
the period to 31 December 2016. In light of the current company and group financial position and existing borrowing
facilities, they consider it appropriate that the company and group annual financial statements be prepared on the
going-concern basis.

The independent external auditors are responsible for reporting on whether the company and group annual
financial statements are fairly represented in accordance with IFRS. The independent external auditors have audited
the annual financial statements of the company and group and their unmodified report appears on page 20.

Against this background, the directors of the company accept responsibility for the company and group annual
financial statements, which were approved by the board of directors on 15 April 2016 and are signed on its
behalf by:

MDM Mgojo WA de Klerk
Chief executive officer Finance director
Pretoria

15 April 2016

CERTIFICATE BY GROUP COMPANY SECRETARY

In terms of section 88(2)(e) of the Companies Act of South Africa, I, CH Wessels, in my capacity as group company
secretary, confirm that, to the best of my knowledge and belief, for the year ended 31 December 2015, Exxaro has
filed with the Companies and Intellectual Property Commission all such returns and notices as are required of a
public company in terms of the Companies Act of South Africa and that all such returns and notices appear to be
true, correct and up to date.

CH Wessels
Group company secretary

Pretoria

15 April 2016



CHAPTER 3: REPORTS (continued)

3.3

AUDIT COMMITTEE REPORT
The audit committee is pleased to present its report for the financial year ended 31 December 2015.

The company's audit committee is established as a statutory committee in terms of section 94(2) of the Companies
Act of South Africa and oversees audit committee matters for all the South African subsidiaries within the Exxaro
group, as permitted by section 94(2)(a) of the Companies Act, as well as all off-shore subsidiaries and controlled
trusts. In accordance with an exemption granted by the Financial Services Board, it also oversees audit committee
matters for the company’s wholly owned insurance captive, Exxaro Insurance Company Limited.

The audit committee operates in accordance with the specific statutory duties imposed by the Companies Act,
the Listings Requirements, as well as in accordance with detailed terms of reference, which has incorporated the
principles contained in King Ill as well as duties specifically delegated by the company's board of directors.

Apart from the statutory duties of the audit committee as set out in the Companies Act, the provisions of the
Listings Requirements and King Ill, the ambit of the audit committee has been expanded to include financial risk
management, financial compliance, combined assurance and aspects of integrated reporting (in collaboration with
the company'’s sustainability, risk and compliance committee).

The audit committee's objectives are to:

+ Examine and review the group's annual financial statements and report on interim and final results, the
accompanying message to stakeholders and any other announcements on the company's results or other
financial information to be made public

+ Oversee cooperation between internal and external auditors, and serve as a link between the board and
these functions

+ Oversee the external audit function and approve audit fees

+ Evaluate the qualification, appropriateness, eligibility and independence of the external auditor

« Approve the appointment of the internal auditors, the internal audit plan, charter and fees

+ Evaluate the scope and effectiveness of the internal audit function

+ Ensure effective internal financial controls are in place

+ Review the integrity of financial risk control systems and policies

+ Evaluate the competency of the finance director and finance function

+ Appoint the chief audit executive

+ Comply with legal and regulatory requirements

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

The audit committee performed its functions as stipulated in the terms of reference and detailed annual plan for the
year ended 31 December 2015.

Shareholders elect members of the audit committee annually. The audit committee consisted of four independent
non-executive directors for the review period:

Attendance of

Member meetings
Mr J van Rooyen (chairman) 4/4
Dr CJ Fauconnier 4/4
Mr RP Mohring (passed away on 14 March 2016) 3/4
Mr V Nkonyeni 3/4

The chairman of the board is not a member of the audit committee, although he attends all meetings as permanent
invitee. In addition, the chief executive officer, the finance director, chief audit executive, as well as the internal and
external auditors are also permanent invitees to audit committee meetings. The audit committee, however, debates
matters without the permanent invitees present, as and when so required.

The audit committee meets at least four times a year. Two meetings (aligned with the approvals of the interim and
annual financial results) are held with both the independent external auditors and internal auditors, respectively,
where management is not present.



In 2015, for the first time, the board and its committees developed specific key performance indicators (KPIs), in
addition to 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 Exxaro’s strategic objectives. We recognise these are

more quantitative in nature, but view this as a maturing process that will lead the board and its committees to more
meaningful qualitative measures in time to ultimately provide stakeholders with a more in-depth understanding of
the performance of the board and its committees.

The committee set the following KPIs for 2015:

« Greater oversight of information technology governance (IT) and its maturity
» Greater oversight of implementation of the combined assurance model

» Improved use of the strategic dashboard to manage and monitor the strategy
» Sharing best practice.

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

The board and committee evaluations for 2015 differed substantially from prior years by focusing more on
performance than conformance. Hence a comparison of year-on-year results would be misleading. Overall, the
committee achieved an average score of 3,88 out of 5,00 (close to exceeding expectations) with no aspect
identified as requiring attention.

To fully entrench the KPIs and related objectives in 2016, no changes were made to KPIs for the year ahead.

The group's independent external auditors are PwC. Fees paid to the auditors are disclosed in note 7.1.3 to the group
annual financial statements for the year ended 31 December 2015. The group has an approved policy to requlate

the use of non-audit services by the independent external auditors. The policy differentiates between permitted

and prohibited non-audit services and specifies a monetary threshold by which approvals are considered. During
the year under review fees paid to PwC amounted to R33 million (2014: R36 million), which included R24 million
(2014: R25 million) for statutory audit and related activities as well as R9 million (2014: R11 million) for non-audit
services. The audit committee is satisfied with the level and extent of non-audit services rendered during the year
by PwC and that such did not impact on their independence.

The audit committee annually assesses the independence of PwC and again completed such assessment at its

meeting on 29 February 2016. PwC were required to confirm that:

» They are not precluded from reappointment due to any impediment in section 90(b) of the Companies Act

» In compliance with section 91(5) of the Companies Act, by comparison with the membership of the firm at the time
of its reappointment in 2015, more than one half of the members remain in 2016

+ They remain independent, as required by section 94(7)(a) of the Companies Act of South Africa and the Listings
Requirements.

Based on this assessment, the audit committee again nominated PwC as independent external auditors for the 2016
financial year. Shareholders will therefore be requested to re-elect PwC as independent external auditors for the
2016 financial year at the AGM on 26 May 2016.

As part of the external audit assignment, PwC is required to expose an empowered auditing firm, Ngubani & Co, to
the Exxaro assignment, thus developing its skills and experience and contributing to the prominence of upcoming
black empowered audit firms in South Africa.

The internal audit function is outsourced to EY and its responsibilities are detailed in a charter approved by the
audit committee and reviewed annually. Its main function remains to express an opinion on the effectiveness of risk
management and the internal control environment.

As part of the internal audit assignment, EY is required to contribute 5 per cent of the contract value towards a
mutually beneficial investment project: agreement has been reached that this will be a community healthcare
project seeking to address objectives set in the original Mining Charter. Details of the project will be channelled
through and approved by the Exxaro chairman’s fund and foundation.

As required by the Listings Requirements 3.84(h), the audit committee, through a formal process, has satisfied
itself of the finance function's resources, experience and expertise and the appropriateness of the expertise and
experience of the finance director.
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AUDIT COMMITTEE REPORT (CONTINUED)

The committee reviewed the company and group annual financial statements and accounting practices in detail
and is satisfied that the information contained in the annual financial statements, as well as the application of
accounting policies and practices applied are reasonable.

The audit committee, with input and reports from the independent internal and external auditors, reviewed the
company's system of internal financial controls, as underpinned by the risk management philosophy, during the
year. The internal auditors again specifically noted the marked improvement in the overall control environment and
confirmed that the system of internal controls was satisfactory. On this basis, the audit committee confirmed that
there were no material areas of concern that would render the internal financial controls ineffective.

Key issues receiving attention during the year included:

+ Given the continued decline in global commodity prices and the mining industry as a whole, the audit committee
was required to consider and debate the impairment indicator analysis, as well as the impairment assessments
performed of the company's investments, especially ECC, Tronox and SIOC.

After extensive advice and guidance were obtained from management and the company's independent external
auditors, we are pleased to advise that, except for two impairments of the goodwill recognised during the
acquisition of TCSA of R1524 million and the carrying value of property, plant and equipment at the Reductants
operation of R225 million, as well as the impact of R866 million (net after tax) on the group following the
decision by KIO to impair SIOC by R6 billion, no other assets were impaired as the carrying values are adequately
supported. We view this as a strong indicator of the company'’s decisive response to the current commodity
industry fundamentals

+ Also resulting from the subdued market conditions, and as communicated during the year, the rapid decline of the
company's share price experienced in 2015 required the granting of financial assistance to our BEE shareholder
consortium, Main Street 333, to remedy a default of their debt covenants and resultantly risking Exxaro's BEE
status. This matter was debated extensively by both the audit committee (excluding Mr V Nkonyeni) and an
independent sub-committee of the board. While we acknowledge that some shareholders viewed this intervention
negatively, we believe that providing this loan (on commercial and arms’ length terms) is the most appropriate risk
mitigating course of action in order to protect the Exxaro's BEE status and confirm that the company passed the
solvency and liguidity test, when this decision was made.

o

J van Rooyen
Chairman of the audit committee

Pretoria

15 April 2016

INDEPENDENT EXTERNAL AUDITOR'S REPORT ON THE CONSOLIDATED AND SEPARATE
ANNUAL FINANCIAL STATEMENTS

We have audited the consolidated and separate financial statements of Exxaro Resources Limited set out on
page 26 to 159 (annexure 2), which comprise the statements of financial position as at 31 December 2015, and
the statements of comprehensive income, statements of changes in equity and statements of cash flows for the
year then ended, and the notes, comprising a summary of significant accounting policies and other explanatory
information.

The company's directors are responsible for the preparation and fair presentation of these consolidated and
separate financial statements in accordance with IFRS and the requirements of the Companies Act of South Africa,
and for such internal control as the directors determine is necessary to enable the preparation of consolidated and
separate financial statements that are free from material misstatements, whether due to fraud or error.



Our responsibility is to express an opinion on these consolidated and separate financial statements based on our
audit. We conducted our audit in accordance with International Standards on Auditing. Those standards require that
we comply with ethical requirements and plan and perform the audit to obtain reasonable assurance about whether
the consolidated and separate financial statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the
financial statements. The procedures selected depend on the auditor’s judgement, including the assessment of
the risks of material misstatement of the financial statements, whether due to fraud or error. In making these risk
assessments, the auditor considers internal control relevant to the entity's preparation and fair presentation of
the financial statements in order to design audit procedures that are appropriate in the circumstances, but not for
the purpose of expressing an opinion on the effectiveness of the entity's internal control. An audit also includes
evaluating the appropriateness of accounting policies used and the reasonableness of accounting estimates made
by management, as well as evaluating the overall presentation of the financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our
audit opinion.

In our opinion, the consolidated and separate financial statements present fairly, in all material respects, the
consolidated and separate financial position of Exxaro Resources Limited as at 31 December 2015, and its
consolidated and separate financial performance and its consolidated and separate cash flows for the year then
ended in accordance with International Financial Reporting Standards and the requirements of the Companies Act
of South Africa.

As part of our audit of the consolidated and separate financial statements for the year ended 31 December 2015,
we have read the directors’ report, the audit committee's report and the certificate by the group company
secretary for the purpose of identifying whether there are material inconsistencies between these reports and
the audited consolidated and separate financial statements. These reports are the responsibility of the respective
preparers. Based on reading these reports we have not identified material inconsistencies between these reports
and the audited consolidated and separate financial statements. However, we have not audited these reports and
accordingly do not express an opinion on these reports.

In terms of the IRBA Rule published in Government Gazette number 39475 dated 4 December 2015, we report that
PricewaterhouseCoopers Inc has been the auditor of Exxaro Resources Limited for five years. Dion Shango has been
the individual registered auditor responsible and accountable for the audit for five years. We are independent of the
group in accordance with the IRBA Code of Professional Conduct for Registered Auditors and other independence
requirements applicable to performing audits of financial statements in South Africa.

P\"'{ cewatmrhos eCDefeﬂ Ir\c_ X

PricewaterhouseCoopers Inc.
Director: TD Shango
Registered Auditor

Johannesburg

15 April 2016
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REPORT OF THE DIRECTORS
The directors have pleasure in presenting the annual financial statements of Exxaro Resources Limited (Exxaro or
the company) and the group for the year ended 31 December 2015.

Exxaro, a public company incorporated in South Africa and listed on the JSE, is one of the largest