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1) Balance Sheet 

 

2) Performance

 

 

As is evident from above, Sibanye is not a buy up until a share price of R6.48 

Even at R6.48 I wouldn’t touch them as they have toooooo much debt and have made a loss in the 

last  years. But as luck would have it, I already had them in my portfolio and I’m still here so I’ll have 

to convince us why. At worst, I’m young and this is a learning moment. At best, well I’m young and 

this is a money moment. Our valuation beyond this point will be to satisfy any other criteria we 

would want Sibanye to justify. We’re also not able to accommodate more risk as should anything go 

wrong in this company, they are not in a position to pay off their short liabilities (current liabilities) 

and their long term liabilities. 

As I analyse each company I want you to note how beyond this point I pick and choose what I choose 

to take into account. This is because different companies have different points of interest and I am 

interested in making the evaluation my own. 

All the material above and below is obtained from the Integrated Report which is available on the 

company website under Investor Relations. 

Here goes: file: 





 

I’ll never forget the day  entered Sibanye as an investment, oh so I thought. The year was 2015 and I 

was getting smarter with my money (I was fresh from an African Bank baptism) and had learnt that 

there was a bit I could do on my part to have better control of the whole process.  

“What’s a mine?” My mining engineer friend asked “Its a hole in the ground” he answered himself 

sarcastically. “the entire race/game is about who can do it deepest and cheapest, and at the 

moment no one does it better than Sibanye. Oh and can I add, they’re collecting mines while 

everyone headquartered outside South Africa is dumping them to shore up their income 

statements.” My question had been a simple one amidst the resources crash, Kumba was trading at 

R25 (now closer to R300), “what is happening out there and why do you still have a job?”  

So over the next three years my R18 investment quickly tripled in value to touch R71 before 

management started “fixing” some things that I may have felt didn't need fixing. What kept me in is 

that throughout they’ve communicated what it is they were doing. 



For starters as can be seen from above we have gone from being a small gold miner in the West 

Rand to being one of the worlds biggest resources miner. Bid to be 2nd largest producer of platinum 

globally, it is currently 3rd largest producer of platinum and palladium. It is also in the top 10 Gold 

producers in the world. Now that may not be enough for all of us to get our cheque books out, but 

it’s something to hold on to if you were found sitting pretty inside collecting dividends. from three 

little mine 5 years ago to mines in North and South America as well as significant investments in the 

platinum group metals in South Africa it’s not a bad hope. They pull this off it will be a great show for 

how to make money using the bank’s money.  



The above is without  a doubt a bit impressive if one considers the low price at which one would be 

picking them up for. And believe you me there is a catch and hence we’ve always had a philosophy. 

Sibanye is sitting on a mountain of debt. To put it in context, their “salary” is only 1/3rd of their debt. 

So you can imagine being the shareholder of a company that belongs to a bank! (in truth about 10 

greedy banks).  

The truth is that when things are this obvious, everyone tends to have an opinion and you’ll bet it’s 

for the worst. And that is at the exact time that I will look to hear what management has to say 

(analysed below) and yes I’m aware they’ll say all the right things, but I’m glad they see the elephant 

and they address it (again the great communication). And what if they’re lying? Well none of us will 

be the wiser and they’ll lose their respect. Us? our zero’s! ANd if they’re right they’ll gain even more 

respect and us even more zero’s. so here goes... 



 









Worth noting from above is that revenue is up 47%. That means that whatever analysis you had last 

year, adjust it for that the company has added half of its former self to itself. Well I atleast hope that 

makes sense. But that is testament to some of the changes going on at this mine. 

To start of with the chairman acknowledges that the period of growth and diversification has been a 

“uncomfortable and uncertain one.” Certainly from where I’m sitting! Importantly he notes that this 

is a “temporary” departure from what they plan to have as a debt position. Refreshing to know and 

immediately guides me to knowing that the current norm cannot be used to judge them. Music to 

my ears and is better that it was said. He notes that  this position was “carefully considered by the 

board.” Again for me these are sentiment that I prefer stated rather than not as it gives me the 

impression that management does not consider themselves expert in both mining and Gold, an 

important and humble admission. 



Also very warming to see is that management has not lost focus on the safety of employees as it 

continues to grow the company at an unprecedented rate. Though I will not delve much into this, as 

I am a financial analyst, I really do rate it highly. It is an open secret that mining is the modern day 

slavery, so it matters to me to know that the board is considerate of each and every life that puts 

themself at risk in pursuit of disproportionately enriching us and them. 

  

It is with a note that the chairman goes on to express his relief at the appointment of a new mining 

minister. The  acknowledgment as well of the importance of the mining sector by the newly elected 

president is also encouraging and strategic too our endeavours as a company. 

It is here as well that he states that “we remain the lowest cost producer of gold” which is 

encouraging in an industry where the company only has control over its costs and nothing else much 

above that. The chairman highlights number of people employed by Sibanye (65000) as well as 

impacted by Sbanye via the multiplier effect (1,5 million people). He ends of highlighting that our 

company is one of the biggest customers of the financially embattled electricity producer. The 

significance of these links are in an effort to draw a conclusion that “our company’s future prospects 

are inextricably linked to those of the country. All in 5 years !!  



Coming closer to a close without eating too much into what he expects the rest of the executive to 

comment on, he shares his expectations of the demand for the groups assets (Gold, platinum, 

palladium and rhodium). Much of it muted for a while with positive offshoots later on. He goes on to 

explain that the group is getting closer (by 2021) to fully enjoying the benefits of diversifying into 

other geographies.  

The chairman closes by reassuring us that the company does “not face any material risks that would 

threaten its existence” as well as continues to have “operational and financial levers at their 

disposal” that they can use should the situation necessitate. 

  

Over to the CEO, Neil Froneman. The man dubbed to have the midas touch among those in the 

mining industry. He also opens by echoing the chairman by calling 2017 a “landmark year in the 

company” as they have used the year to fundamentally diversify the company from being solely a 



gold producer. 

Again my preference is that management clearly communicates that this is an extraordinary 

occurrence as many a company has been undone by unnecessary acquisitive growth. So soon I look 

forward to reading in the Integrated Reports that all that happened during the year is that shovels 

were kissing the ground and everyone is richer. ie at some point the work must be done and money 

made instead of the endless shopping. 

To my relief the CEO acknowledges that the diversification into platinum group metals (PGM’s) has 

greatly reduced the risk in the company. He also recommits and reminds us that the company has 

only focussed much more when it comes to our vision that “Our mining improves lives” and that the 

company seeks to “create superior value for all our stakeholders.” This is a very important alignment 

especially as it comes after virtually all the furniture in the house has been moved and a new house 

bought.  

Despite, or rather along with, these great strides the company still prides itself of its safety 

standards. We continue to be an industry leader in this regard and many of our peers look up to us 

and therefore w jealousy guard this position. Workers should return home everyday! 



 

Of note in the report is the repetition by the CEO of the focus on “role clarity and operational 

excellence” in the “midst of great expansion” with a vision and insistence on effective delivery. This 

is very important and very encouraging as we need all workers to really knuckle down the moment 

the dust over our company settless. Below see the rationale for why we feel we should expand and 

how will we extract value:  

“In early 2014, after having completed detailed research on the PGM industry and the fundamental 

outlook for PGM supply and demand, we signalled our intent to grow in the industry. At the time, 

the strategic rationale was clearly communicated to the market, as summarised below:  

• Low PGM prices and escalating input costs (labour and utilities) had put balance sheets under 

strain, creating opportunities for value-accretive acquisitions  

• The industry had avoided necessary restructuring of lossmaking production  

• The SA PGM sector offered a number of consolidation opportunities  

• The PGM industry operating environment shares many similarities with the gold industry: – 

medium depth, tabular, hard rock mining – labour-intensive (mainly utilising conventional mining 

methods) There was a clear opportunity to leverage Sibanye-Stillwater’s successful South African 

operating model and experience to unlock value with long-term PGM supply and demand 

fundamentals remaining robust.”   

And how has this gone? 

“The integration of the Aquarius and Rustenburg operations, acquired in 2016, has exceeded our 

expectations. Since acquisition, the SA PGM operations have consistently delivered improving 

production and financial results, with integration synergies significantly exceeding expectations. 

Approximately R1 billion in cost savings and operational synergies have been realised in the first 14 

months of incorporation, well ahead of initial expectations of R800 million over a three- to four-year 

time frame.”   



As a result, together with a marginally higher average 4E PGM basket price, the SA PGM operations 

contributed 18% or R1.6 billion (US$120 million) to Group adjusted EBITDA in their first full year of 

incorporation. This is a remarkable result from assets which, before being part of Sibanye-Stillwater, 

had been delivering significant and sustained losses for many years.  

And what about our US purchase? 

The transaction was also well timed, with the palladium price increasing by more than 60% from 

acquisition on 4 May 2017 to 31 December 2017. The palladium price increase has particularly 

benefited the profitability of the US PGM operations, which produce a PGM basket comprising about 

78% palladium and 22% platinum.   

 

Proposed Lonmin transaction – a value-accretive, logical fourth step  

“We have for some time, clearly signalled the importance of becoming a “mine-to-market” producer 

in South Africa and our intention to conclude a “fourth step” in our PGM strategy. The proposed 

acquisition of Lonmin, announced on 14 December 2017, will, if successful, complete that fourth 

strategic step. The proposed integration of Lonmin will add a commercially attractive smelting and 

refining business and sizeable PGM Mineral Reserves and Resources, which provide significant 

optionality to higher PGM prices. A detailed due diligence of Lonmin has identified R730 million in 

annual overhead cost savings and a further R780 million in processing synergies which could be 

realised in full by 2021*. The successful conclusion of this transaction will bring greater stability to 

Lonmin as well as to communities in the Rustenburg region.”  

I am always skeptical of the use of the word “synergy” especially if it is followed by confident 

numbers. Given the quick returns already being realised in most of our acquisitions I guess 

management has bought themselves some time. 

Other matters involved explaining the exit of non profitable gold mines in a bid not to take away 

from profitable group strides. Of interest as well was the purchase of a 38% stake in DRDGold (one 

of RSA’s oldest miners) which will be responsible for finding any surface level gold that may be found 

in our left over rubble after mining an area. Mention was made that dividends will be in the form of 

shares as reducing debt is now a priority to the company. Very welcome words!  



For me by far one of the most important page of the whole report as it provides the expected debt 

reduction timeline of the company. More so it is compiled by the CFO. 2021 seems to be the most 

realistic date which one should anticipate to be the year the company finally has debt under control. 

2021 I said.  

 

Finally and in closing, in this section the group has identified the 10 material risks that the group is 

facing. Personally very concerning that there are so many, however it is refreshing once again to 

note that management is open about them and has kept shareholders from guessing. They broadly 

relate to:   New unrealistic expectations placed on the company to uplift communities by virtue of its 

new size, Mainly risks linked to growth and funding as well as compliance with various complex 

legislation from a litany of countries. All in all the risks faced have been addressed in the report and 

the executive commentaries.  



If you do get the time, please go through the report and let me know what you think and make of 

my analysis and available information sources.    


