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This Management’s Discussion and Analysis (“MD&A”) should be read in conjunction with the (i)
unaudited condensed consolidated interim financial statements for the three and nine months ended
September 30, 2016 (“Q3 2016”) and related notes thereto, and (ii) the audited Consolidated Financial
Statements for the years ended December 31, 2015 and 2014 and related notes thereto, prepared in
accordance with International Financial Reporting Standards (“IFRS”). This MD&A is prepared as of
November 14, 2016.
Atlatsa Resources Corporation (“Atlatsa” or “the Company”) is incorporated under the laws of the
Province of British Columbia and its common shares are listed and posted for trading on the Toronto
Stock Exchange (“TSX”) under the symbol “ATL” and the JSE Limited (“JSE”) under the symbol
“ATL.”

All dollar figures stated herein are in Canadian dollars (“$”), unless otherwise specified. The closing
South African Rand (“ZAR”) to $ exchange rate as at September 30, 2016 was ZAR10.47=$1
compared to ZAR10.32=$1 at September 30, 2015 and ZAR11.18=$1 at December 31, 2015. Unless
otherwise specified all ZAR figures have been converted at either the closing or average exchange rate
(depending on the item) as at September 30, 2016. Additional information about Atlatsa, including its
Annual Report on Form 20-F for the year ended December 31, 2015, is publicly available on System for
Electronic Document Analysis and Retrieval (“SEDAR”) at www.sedar.com.
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GLOSSARY

In addition to terms defined in the text of this MD&A, certain terms used herein are defined as follows:

“AG8” means an adjustment to the carrying amount of the financial instrument (i.e. the SFA) to reflect
changes in the estimated future cash flows or the interest rate after the calculation of the effective
interest rate on initial recognition. A change in the carrying amount is immediately recognized as a gain
or loss in the consolidated statement of comprehensive income;
“Anglo Platinum” means Anglo American Platinum Limited, a subsidiary of Anglo American plc;

“Atlatsa Holdings” means Atlatsa Holdings Proprietary Limited (formerly named Pelawan
Investments Proprietary Limited), a private company incorporated under the laws of South Africa;

“BPM” means Bokoni Platinum Mines Proprietary Limited (formerly named Richtrau No. 177
Proprietary Limited), a private company incorporated under the laws of South Africa, which owns the
Bokoni Mine;
“Bokoni Group” means Bokoni Holdco and all of its subsidiaries;

“Bokoni Holdco” means Bokoni Platinum Holdings Proprietary Limited (formerly named Richtrau
No. 179 Proprietary Limited), a private company incorporated under the laws of South Africa, which is
the holding company of BPM, Kwanda, Boikgantsho Platinum Mine Proprietary Limited (a dormant
company) and Ga-Phasha Platinum Mine Proprietary Limited (a dormant company);
“Bokoni Mine” or “Bokoni” means Bokoni is an operating mine located on the north-eastern limb of
the Bushveld Complex, situated in the Sekhukhune-land District of the Limpopo Province, South
Africa. Bokoni Mines also includes Western Ga-Phasha, which was consolidated with the Bokoni
Mine’s activities on December 13, 2013;

“Concentrate Agreement” means the Purchase of Concentrate Agreement between RPM and BPH
dated August 28, 2013 (first addendum to the agreement) whereby Bokoni sells the concentrate
produced at the Bokoni Mine to RPM at market related prices (actual market prices adjusted for grade
and chrome content);
“Fair value” of an asset or a liability is measured using the assumptions that market participants would
use when pricing the asset or liability, assuming that market participants act in their economic best
interest;
“Fiscal 2015” means the financial year end of the Company ended December 31, 2015;

“Kwanda” means Kwanda Platinum Mine Proprietary Limited, a wholly owned subsidiary of Bokoni
Holdco, which owns the Kwanda Project;

“Kwanda Project” means mining exploration on the Kwanda property on the Northern Limb of the
Bushveld Complex, South Africa;
“PGM” means platinum group metals, comprising platinum, palladium, rhodium, ruthenium, osmium
and iridium mineral deposits;

“Plateau” means Plateau Resources Proprietary Limited, a private company incorporated under the
laws of South Africa;
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“POC Advance” means the advances made by RPM to fund the Bokoni Mine, as an advance of
revenue on the sales to be made to RPM under the Purchase of Concentrate Agreement;

“Restructure Plan” means the restructuring of the Bokoni Mine operations which was completed on
June 30, 2016 and as further described in Section 2 – Significant Events;
“RPM” means Rustenburg Platinum Mines Limited, a wholly owned subsidiary of Anglo Platinum;

“SAMREC” means the principles contained in the South African Code for Reporting of Mineral
Resources and Mineral Reserves of 2007, as amended in 2009, also known as the “SAMREC Code”.
The Company uses estimates and report ore reserves and mineral resources in line with this principle;

“SFA” means the senior term loan and revolving facility entered into on March 27, 2013, pursuant to
which RPM made available to Plateau up to $219.8 million (ZAR2,300.0 million). On December 9,
2015, the SFA was amended and restated to increase the availability under the facility by $6.8 million
(ZAR71.4 million) to enable Plateau to advance its 51% pro rata share of the backlog of trade and other
payables due to RPM of approximately $13.4 million (ZAR140.0 million) to be repaid. On September
13, 2016 the SFA was further amended and restated to suspend interest payments under the facility. The
total contractual amount outstanding on this facility as of the date hereof was $174.5 million
(ZAR1,826.2 million);

“Term Loan Facility” means the term loan facility entered into on December 9, 2015 between Plateau
(as borrower) and RPM (as lender) for $31.9 million (ZAR334.0 million) to enable Plateau to advance
its 51% pro rate share of the shareholder loans to Bokoni Holdco for the sole purpose of enabling BPM
to fund operating expenses, working capital expenditure and capital expenditure costs in the event that
these costs cannot be funded from Bokoni Mine cash flows. The facility was amended and restated on
August 15, 2016, to increase the size of the facility by $18.4 million (ZAR193.0 million), available in
two tranches. The total contractual amount outstanding on this facility as of the date hereof was $47.2
million (ZAR493.9 million). As at the date hereof, a second amendment and restatement of the Facility
was still being finalised with Anglo Platinum to allow for additional funds to be made available, namely
Tranche D; and
“Working Capital Facility” means the working capital facility entered into on December 13, 2013
between Plateau (as borrower) and RPM (as lender) whereby RPM agreed to provide up to $2.9 million
(ZAR30.0 million) to Plateau each year from 2013 to 2015, including capitalized interest, to fund
Plateau’s corporate and administrative expenses through to 2015. Due to cost saving initiatives at
Plateau, the full drawdown of 2015 was not utilized, and RPM made the remainder of this facility
available in 2016. The accumulation on interest on the working capital facility was suspended on
September 1, 2016. The total contractual amount outstanding on this facility as of the date hereof was
$11.5 million (ZAR120.5 million).
1. OVERVIEW

Atlatsa is a Black Economic Empowerment (“BEE”) platinum group metals company engaged in the
mining, exploration and development of PGM deposits located in the Bushveld Igneous Complex,
South Africa (the “BIC”).

Atlatsa’s objective is to become a significant PGM producer with a diversified PGM asset base,
including production and exploration assets. Atlatsa controls a significant estimated mineral resource
base of approximately 55.8 million ounces in the measured category, 27.2 million ounces in the
indicated category and 71.1 million ounces in the inferred category. Of this estimated mineral resource
base, approximately 28.5 million ounces in the measured category, 13.9 million ounces in the indicated
category and 36.3 million ounces in the inferred category are attributable to Atlatsa. Refer to page 13 of
Atlatsa’s technical report titled “An Independent Qualified Persons’ Report on the Bokoni Platinum
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Mine, in the Mpumalanga Province, South Africa” dated April 24, 2013 and filed on SEDAR at
www.sedar.com.1

Atlatsa, through its wholly owned South African subsidiary, Plateau, holds a 51% interest in Bokoni
Holdco. Bokoni Holdco holds a 100% interest in several PGM projects, including the operating Bokoni
Mine and the Kwanda Project. Atlatsa also holds a direct interest in the Central Block properties and an
indirect interest in the Kwanda and Rietfontein properties.
2. SIGNIFICANT EVENTS
Restructure Plan

On September 16, 2015, Atlatsa announced, together with Anglo Platinum, the implementation of an
operational and financial restructure plan at Bokoni Mine. The primary objective of the Restructure
Plan was to enable Bokoni Mine to endure an extended period of depressed PGM commodity prices, by
reducing its cost structure and increasing its production volumes of higher grade ore from underground
operations.
The Restructure Plan at Bokoni Mine was completed by June 30, 2016 and resulted in:

1. The UM2 and Vertical Merensky shaft operations have been placed on care and maintenance
(in August and December 2015 respectively).

2. The ramp up of the Middelpunt Hill UG2 and Brakfontein Merensky development shafts will
be delayed by six to twelve months from the planned targets. This is due to certain operational
challenges that include delays in re-training of own mine employees and challenges associated
with skills mix within the labour force after implementation of the first phase of the Restructure
Plan. This has had a negative impact on planned development and resulted in a delay in primary
development during Fiscal 2016 relative to plan at Bokoni Mine. Management are still
investigating further alternatives to minimise any further delays in capital projects build up at
the operations.
3. Rather than continuing mining at the Klipfontein Merensky opencast mining operation as a
mill-gap filler during ramp up of the underground operations, a decision has been made to
terminate the opencast operations by the end of 2016. The Klipfontein Merensky opencast
mining operation has been affected by a number of challenges including delays in obtaining a
water use licence, stoppages at the eastern pit due to community disruptions and intersection of
a large number of potholes on the western portion of the pit. These challenges have impacted
the operation’s ability to deliver sufficient volumes to generate a profit.
4. Significant reduction in labour overheads have been achieved whereby Bokoni Mine’s labour
complement reduced by 29.6% from 5,657 as at September 30, 2015 to 3,985 as at September
30, 2016. The reduction is made up of a 47.3% decrease in contractors and a 18.6% decrease in
own mine employees.

5. Bokoni Mine’s cash operating costs were reduced by 12% from Q3 2015 to Q3 2016, which
was achieved mainly by the substantial reduction in Bokoni Mine’s labour force.

The costs of implementing the Restructure Plan were financed from the operating cash flows and Term
Loan Facility.

Bokoni Mine is situated in the Limpopo Province and incorrectly referenced as Mpumalanga in the above report. No material change has
occurred and there is therefore no need for an updated report.
1
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Over Complement of Employees

Although the Restructure Plan has been completed, various events have occurred subsequent to the
initial Section 189A facilitation process, which has resulted in an over complement of mine personnel
over various departments and which has necessitated the re-assessment and re-evaluation of the
Company’s total workforce.
Bokoni Mine issued a Section 189(3) notice to relevant parties pursuant to Section 189A of the South
African Labour Relations Act, 66 of 1995, on August 5, 2016, for the commencement of a consultation
process on the contemplated retrenchments of its employees based on operational requirements.
The reasons for the proposed dismissals are based on the following factors that contributed to the over
complement of employees:
1. The PGM industry remains under financial distress, facing depressed US$ metal prices and
increased cost of production, with the depreciating ZAR not adequately offsetting the ZAR
PGM basket price decline.

2. ZAR PGM prices remain at depressed levels, similar to those last seen in 2006, whilst South
Africa platinum producer input costs have increased by more than 100% between 2006 and
2015. The net result is that at current ZAR metal prices it is estimated that approximately 70%
off all platinum mines in South African are operating at a cash loss.
3. As discussed above, the placing of UM2 and Vertical Merensky shaft operations on care and
maintenance and the closure of the Klipfontein Merensky Opencast mining operation have
reduced labour needs at Bokoni Mine.

4. During the 2015 facilitation process the Company agreed to redeploy employees into available
positions regardless of skills and experience on the basis that these employees would be trained
to perform the functions of the alternative positions within a reasonable time frame. The
redeployment of employees into these available positions was unsuccessful. The consequence
is that the Company is suffering from a lack of critical skills, while waiting for the employees
currently filing these roles to gain the skills required to fulfil their job task at operational level.

Amended Loan Facilities
SFA

On December 9, 2015, the SFA was amended and restated to increase the availability under the facility
by $6.8 million (ZAR71.4 million) to enable Plateau to advance its 51% pro rata share of the backlog of
trade and other payables due to RPM of approximately $13.4 million (ZAR140.0 million) to be repaid.
The conditions precedent were met and fulfilled on September 30, 2016 and repayment of the backlog
of trade and other payables took place on this date.
A second amendment and restatement of the SFA was entered into on September 13, 2016 to allow for
interest charges on the facility to stop with effect from the September 30, 2016.
Term Loan Facility

This facility was amended and restated on August 15, 2016 to increase the size of the facility by $18.4
million (ZAR193.0 million), available in two tranches. On August 18, 2016, an amount of $6.3 million
(ZAR66.3 million) of Tranche B was drawn down and between September 1, and September 30, 2016,
drawdowns to the value of $8.9 million (ZAR93.6 million) were made; all used for working capital at
Bokoni Mine.
As at the date hereof, a second amendment and restatement of the Facility was still being finalised with
Anglo Platinum to allow for additional funds to be made available, namely Tranche D. The facility
6
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provided under Tranche D will cover the cash operating shortfalls to and including March 31, 2017.

Until the second amendment and restatement is concluded, the cash operating shortfalls have in the
interim been funded through the POC Advance after full utilization of Tranche B and C occurred during
the period. It is expected that the agreement will be concluded prior to November 30, 2016.
Working Capital Facility

By way of agreement with Anglo Platinum, on September 1, 2016 this facility ceased to carry any
additional interest.
3. FINANCIAL QUARTER HIGHLIGHTS
Financial Highlights for Q3 2016




Atlatsa incurred an operating loss of ($8.3 million) and a loss before tax of ($16.3 million) for
Q3 2016, compared to an operating loss of ($32.2 million) and loss before tax of ($38.4
million) for Q3 2015.
The net loss (after tax) was ($11.4 million) for Q3 2016 as compared to a net loss (after tax) of
($37.4 million) for Q3 2015.
The basic and diluted loss per share was ($0.01) for Q3 2016 as compared to the basic and
diluted loss per share of ($0.04) for Q3 2015. The basic and diluted loss per share is based on
the loss attributable to the Company’s shareholders of ($7.2 million) for Q3 2016 as compared
to the loss attributable to the shareholders of ($21.5 million) for Q3 2015.

Financial Highlights for the Nine Months Ended September 30, 2016







Atlatsa incurred an operating loss of ($18.4 million), and a loss before income tax of ($40.1
million) for the nine months ended September 30, 2016, compared to an to an operating loss of
($400.2 million), and a loss before income tax of ($417.2. million) for the nine months ended
September 30, 2015.

The net loss after tax was ($38.9 million) for the nine months ended September 30, 2016, as
compared to a net loss after tax of ($351.3 million) for the nine months ended September 30,
2015. The net loss (after tax) for Q3 2015 included an impairment loss of $337.1 million.
The Company has recognised a fair value gain and AG8 adjustments of $1.0 million in its
Consolidated Statement of Profit or Loss and other Comprehensive Income for the nine months
ended September 30, 2016, compared to a fair value gain and AG8 adjustments of $0.1 million
for the nine months ended September 30, 2015.
The basic and diluted loss per share for the nine months ended September 30, 2016 was ($0.04)
as compared to a basic loss per share of ($0.29) and a diluted loss per share of ($0.28) for the
nine months ended September 30, 2015. The basic and diluted loss per share is based on the
loss attributable to the shareholders of the Company of ($24.9 million) for the nine months
ended September 30, 2016 and ($157.9 million) for the nine months ended September 30, 2015.

Q3 2016 Compared to Fiscal 2015

The following are the key changes in financial conditions for Q3 2016 compared to Fiscal 2015:


Atlatsa’s total assets increased by $46.9 million (+14.4%) from $326.4 million at December 31,
2015 to $373.3 million at September 30, 2016. This increase in total assets is primarily due to:
7
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o


o

An increase of $25.0 million in trade and other receivables during Fiscal 2016 as a
result of not using the POC Advance at quarter-end; and
a strengthening of 6.8% of the ZAR against the $ since December 31, 2015.

Atlatsa’s total liabilities increased by $23.1 million (+8.4%) from $273.8 million at
December 31, 2015 to $296.6 million at September 30, 2016. This increase in total liabilities is
primarily due to the drawdown that took place on the Term Loan Facility with RPM.

4. SUMMARY OF QUARTERLY RESULTS

The table below sets forth selected results of operations for the Company’s eight most recently
completed quarters (in $, except per share amounts) in accordance with IFRS.
Sept 30,
2016

Jun 30,
2016

Mar 31,
2016

Dec 31,
2015

Sept 30,
2015

Jun 30,
2015

Mar 31,
2015

Dec 31,
2014

Cost of sales

(54.0)

(47.0)

(43.2)

(66.1)

(65.0)

(66.1)

(63.4)

(71.4)

Profit (Loss) for the period

(11.4)

(24.1)

(9.4)

(37.4)

(297.1)

(16.8)

Diluted profit (loss) per share

(0.04)

(0.23)

(0.02)

($ Million)
Revenue

Gross loss

Basic profit (loss) per share

Weighted number of
Common Shares outstanding
(million)
Diluted weighted number of
Common Shares outstanding
(million)(1)

48.9

(5.1)

40.7

44.5

57.2

(7.7)

(21.6)

(0.04)

(0.04)

(0.04)

(0.01)(2)

(0.02)

(0.04)

554

554

554

554

554

554

554

554

554

554

(0.04)

(6.3)

35.6

(2)

(0.01)(2)

(17.7)
(0.02)

(7.8)

51.7

(14.4)

(0.23)

52.3

(11.1)

54.6

(16.8)

(24.2)

(0.02)

(0.02)

554

553

542

554

553

542

(0.02)

Notes
(1) Including unvested treasury shares issued pursuant to the Company’s Employee Stock Option Plan.
(2) The Company recognized a fair value gain and AG8 adjustments of $10.5 million in the Statement of Profit or Loss and Other
Comprehensive Income for Q1 2016, of which $9.6 million related to the fair value gain on the Term Loan Facility. This fair value adjustment
should, however, have been classified as equity as the loan was with a shareholder, and is reflected as such in the Q2 2016 financial
statements.

Discussion of Last Eight Quarterly Results

Quarterly results fluctuate considerable quarter over quarter. The fluctuations are largely due to changes
in production due to production efficiencies, potholing and safety stoppages. In addition the recovered
grade has a significant impact on revenue. Varying PGM basket prices and the volatility of the ZAR
against the US$ contribute to the quarter over quarter fluctuations.
The period to period variations in cost of sales are mainly as a result of: varying labour costs; varying
use of contractors based on management’s production and development planning requirements;
fluctuations in stores costs based predominately on tonnes milled; varying utility costs between winter
and summer tariffs, as well as annual tariff increases; variable depreciation charges based on the unitof-production method and arising from the capitalization of work-in-progress; rising commodity prices
combined with a deterioration in the ZAR/US$ exchange rate; and fluctuations in the ZAR/$ exchange
rate.
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5. RESULTS OF OPERATIONS
Bokoni Mine

The Bokoni Mine’s production (tonnes milled) for Q3 2016 averaged 121,107 tonnes per month
(“tpm”) of ore from its UG2 and Merensky reef horizons (including the Klipfontein Merensky
Opencast Mine), representing a 24.6% decrease from Q3 2015. Bokoni Mine’s earnings before net
finance costs, income tax, depreciation and amortization (“EBITDA”) increased from ($26.0 million),
to ($2.0 million), due to the factors discussed below. Refer to Section 18 – Cautionaries - “Cautionary
Note Regarding Non-IFRS Measures” with respect to the EBITDA calculation.
Klipfontein Merensky Opencast Mine Operation

On July 19, 2016, management notified the Opencast contractor that it will terminate the contract to
mine the Klipfontein Merensky Opencast Mine and the contract is envisioned to be complete by
January 2017.
Operating Plan

The key production parameters for the Bokoni Mine for Q3 2016 and for Q3 2015 are depicted in the
table below. The impact of closing down the Klipfontein Merensky Opencast Mine, and placing the
Vertical and UM2 shafts (both on the Merensky reef) on care and maintenance, had the following effect
on the production at Bokoni Mine:
Description

Unit

Production Statistics
Tonnes delivered

Q3
2016

506,034

%

368,266

Underground

Tonnes

314,498

Opencast

Tonnes

75,117

33,706

482,150

363,320

Care and Maintenance
Tonnes milled

Tonnes
Tonnes

116,419

Underground

Tonnes

323,380

Opencast

Tonnes

Care and Maintenance
4E Ounces

Tonnes

Q3
2015

Tonnes

-24.6%

2.5%

32,016

oz

55,491

44,463

-19.9%

Tonnes

13,478

-

-100.0%

Tonnes
4E g/t

Primary Development meters

m

Cash Operating Costs / 4E Oz

R/4E

Cash Operating Costs / Tonne Milled

-55.1%

43,929

Opencast

Recovered grade

331,304

-100.0%

-100.0%

Tonnes

Care and Maintenance

-

6.4%

-

Underground

R/tonne

114,841

334,560

-27.2%

39,081

42,421

-27.1%

8.5%

2,932

2,042

2,362

1,508

-36.2%

10,741

11,839

-10.2%

3.6

1,236

3.8

1,449

-30.4%

5.6%

-17.2%

Total permanent labor (mine operations)

number

3,497

2,846

-18.6%

Total contractors (mine operations)

number

2,160

1,139

-47.3%
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Production Highlights for Q3 2016

1. Tonnes delivered to the concentrator for Q3 2016 decreased by (27.2%) compared to Q3 2015,
tonnes milled decreased by (24.6%) and closing stock at the concentrator decreased by (73.3%)
over the same comparative period. In the latter part of Fiscal 2015, the UM2 and Vertical
Merensky shaft operations were placed on care and maintenance and only one of the three
existing pits at the Klipfontein Merensky Opencast Mine was in production during Q3 2016.
2. 4E ounces production decreased by (19.9%) in Q3 2016 when compared to Q3 2015. The
decrease is mainly attributable to the decrease in production tonnes milled.

3. Primary development decreased by (36.2%) in Q3 2016 as compared to Q3 2015 due to the
impact of restructuring. The Restructure Plan and delays in training of mine employees has
resulted in a backlog of development during the first nine months of 2016 relative to the
intended mine development plan. As a result, the planned production ramp up at Brakfontein
Merensky and Middelpunt Hill UG2 development shaft complexes has been delayed by six to
twelve months respectively.
4. In Q3 2016, recoveries at the concentrator increased by 1.3% to 90.2% for the Merensky
concentrate and by 1.9% to 87.1% for the UG2 concentrate. The Klipfontein Merensky
Opencast Mine concentrate recoveries increased by 10.7% to 72.5% for Q3 2016.

Inflows and Outflows
Revenue

The Company has two reportable segments: the Bokoni Mine and the Kwanda Project. All external
revenue of the Company is generated by the Bokoni Mine. The Kwanda Project segment generated no
revenue. Revenue was $48.9 million (ZAR530.3 million) for Q3 2016 compared to $57.2 million
(ZAR566.8 million) for Q3 2015 representing a (14.6%) decrease in $ terms and a (6.4%) decrease in
ZAR terms as a result of the following:






4E ounces produced decreased by (19.9%) to 44,463 in Q3 2016 when compared to Q3 2015
of 55,491 4E ounces. The decrease is mainly attributable to the decrease in production tonnes
milled. In the latter part of Fiscal 2015, the UM2 and Vertical Merensky shaft operations were
placed on care and maintenance.
4E basket price for Q3 2016 was 16.8% higher at ZAR11,927 compared to ZAR10,214 for Q3
2015;
Average platinum price of US$1,086 during Q3 2016 was 8.8% higher compared to the Q3
2015 average of US$988; and
Average realized ZAR/US$ exchange rate for Q3 2016 was ZAR14.07 compared to the
average realized exchange rate of ZAR13.00 for Q3 2015 representing a (8.2%) weakening of
the ZAR.

Cost of Sales and other significant expenses

Consolidated cost of sales for Q3 2016 was $54.0 million (ZAR584.2 million) which is $11.0 million
(ZAR61.1 million) less than Q3 2015 of $65.0 million (ZAR645.4 million). This represents a decrease
of (17.0%) in $ terms and (9.5%) in ZAR terms.
10
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Q3
2015

Description

ZAR
million

Q3
2016

%

ZAR
million

Q3
2015

Q3
2016

$ million

$ million

%

Note

Financial Performance - outflows
Consolidated Cash Operating Costs
Labour
Stores

Utilities

596.0

526.4

11.7%

60.2

48.6

19.3%

119.6

122.2

-2.2%

12.1

11.3

6.6%

258.4

17.3%

42.7

15.6%

87.1

-22.2%

10,741

1,449

11,839

-17.2%
-10.2%

Capital

81.3

97.9

Finance expenses

62.6

88.2

Contractors
Sundries

Cash Operating Costs / Tonne Milled
Cash Operating Costs / 4E Oz

50.6

213.7

96.2

71.3

1,236

60.6

37.0%

26.1
5.1
9.7
7.3
127

19.8

24.1%

1

3.9

23.5%

2

8.0

-9.6%

4

5.6

42.3%

3

1,103

128

1,048

-0.8%

-20.4%

8.3

8.9

-7.2%

5

-40.9%

6.2

8.0

-29.0%

6

5.0%

The main contributors to the cost variances were:

1. Labour - The decrease in labour costs was mainly due to the implementation of the Restructure
Plan which resulted in a number of employees taking voluntary severance packages during Q4
2015 and continued retrenchments in Fiscal 2016. This decrease was partially offset by the
annual salary increases in July 2015 and January 2016 for some employees.

2. Utilities - The decrease in utility costs was mainly due to the UM2 and Vertical Merensky
shaft operations that were placed on care and maintenance in the latter part of Fiscal 2015.
This decrease was partially offset by the Eskom Holdings (“Eskom”) electricity rate increase
of 9.4% (applicable from April 2016). Due to the megaflex paying system, Eskom’s rate
(Cost/kWh) changes depending on time of usage, i.e. during peak times, utilities will cost
more.
3. Contractors cost - The decrease in contractor costs was due to the implementation of the
Restructure Plan which led to the retrenchment of a significant number of contractor
employees. The decrease was compounded by the (55.1%) decrease in Klipfontein Merensky
Opencast Mine tonnes delivered (the Opencast contractor is paid on a ZAR per tonne
delivered).

4. Sundry costs - The increase in sundry costs was mainly due to an increase in the maintenance
and refurbishment costs in relation to equipment bought for underground usage and costs to
third party suppliers associated with the transporting of tonnes to the concentrator and waste
dump areas in line with a corresponding increase of 2.5% in underground production
(excluding the underground shafts placed on care and maintenance).
5. Capital - Total capital expenditure for Q3 2016 comprised of 50% sustaining capital and 50%
project expansion capital (compared to 25% sustaining capital and 75% project expansion
capital for Q3 2015). The decrease in capital expenditure is attributed largely to a decrease in
capital development as a result of the Restructure Plan and cash preservation strategies.
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6. Finance Expenses - During Fiscal 2016, additional drawdowns took place under the SFA, the
Working Capital Facility and the Term Loan Facility. As described in Section 2 – Significant
Events, the outstanding amounts under these facilities are not contractually interest bearing as
at September 30, 2016.
However, for accounting purposes, interest is recorded at a calculated effective interest rate
which is an effective floating interest rate of a three-month Johannesburg Interbank Agreed
Rate (“JIBAR”) plus 8%. The JIBAR rate increased with 16.6% from Q3 2015 to Q3 2016,
which would account for a second reason for the increase in finance costs.
During Fiscal 2016 the POC Advance was also used more extensively which carries interest at
of three-month JIBAR plus 1.41% per annum.

Exchange Rate

For presentation purposes in the Consolidated Statement of Comprehensive Income for Q3 2016,
currencies of the South African subsidiaries are converted from ZAR to $. The average ZAR to $
exchange rate for Q3 2016 was ZAR11.29=$1. This represents a weakening of (16.0%) compared to the
average exchange rate for Q3 2015 of ZAR9.74=$1.

For the Statement of Financial Position for Q3 2016, the closing ZAR to $ exchange rate for Q3 2016
was ZAR10.47=$1, representing a strengthening of 6.8% as compared to the closing exchange rate at
December 31, 2015 of ZAR11.18=$1.
Safety

Atlatsa’s LTIFR in Q3 2016 of 0.99 has improved by 36.5% compared to the Q3 2015 LTIFR of 1.56.
One Section 54 stoppage was imposed by the DMR during Q3 2016 compared to three (3) stoppages in
Q3 2015 and 2 days production (compared to 11 days in Q3 2015) was lost due to this stoppage. As a
result of these unscheduled breaks in production, an estimated 202 platinum ounces was lost in Q3 2016
and 862 platinum ounces was lost in Q2 2015.
The re-deployment of employees from different work areas and shafts as a result of the Restructure
Plan affected employee morale, and negatively impacted their safety focus and awareness. Management
therefore continues to focus on safety and health of the employees as one of its core pillars of operation.

Operations at the eastern side of the Klipfontein Merensky Opencast Mine have been suspended since
October 8, 2014 due to the fatal injury of a Motsotsi community member and remains suspended
pending finalization of an investigation by the DMR and the South African Police Services. As of the
date hereof, the eastern side of the Klipfontein Merensky Opencast Mine still remains closed.
6. LIQUIDITY

As at September 30, 2016 Atlatsa had a positive working capital, excluding restricted cash, of
$8.7 million compared to negative working capital of ($64.3 million) at September 30, 2015 and
negative working capital of ($71.1 million) at December 31, 2015. The Company incurred a net loss in
Q3 2016 of ($11.4 million) compared to a net loss in Q2 2016 of ($24.1 million), Q3 2015 loss of
($37.4 million) and a 2015 Fiscal year loss of ($369.0 million) ($31.9 million (excluding impairment
loss)). The loss for the quarter is primarily as a result the decrease in production volumes and the
impact this had on the profitability of the Bokoni Mine.
The Company’s current assets exceeded its current liabilities by $8.8 million. Refer to Section 2 –
Significant Events for additional information regarding the amendments to the facilities available to the
Company.
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Atlatsa’s ratio of current assets (excluding restricted cash) to current liabilities was 1.3:1. The Company
had unrestricted cash and equivalents of $1.9 million, with zero undrawn facilities under the SFA
currently available. With regards to the Term Loan Facility refer below for more detail.
Atlatsa will finance its obligations until November 14, 2017 using available cash resources, the POC
Advance, the Term Loan Facility and by deferring certain capital expansion costs (refer below for
detail). It is also expected that RPM, as a 49% shareholder of Bokoni Holdco, will meet its 49%
shareholder commitment to match any cash resources that Atlatsa contributes.
Atlatsa has the following long-term contractual obligations as at September 30, 2016:
Obligations due by period ($ million)(1)

Total

Less than 1 year

1 to 3 years

3 to 5 years

More than 5 years

Long-term Debt
Operating Leases (3)

233.2
0.2

-

0.2

185.4

47.8

-

Other Obligations (5)

51.9

6.7
-

-

-

-

Capital Commitments
(2)

Purchase Obligations (4)
Total
Notes
(1)

(2)
(3)
(4)
(5)
(6)

7.6

6.7

299.7

7.6

-

-

-

14.5

185.5

-

-

-

47.8

-

-

51.9 (6)
51.9

Atlatsa’s long-term debt obligations, which include scheduled interest payments, are denominated in ZAR. Payments and settlement on
the obligation are denominated in ZAR. Long-term obligations have been presented at an exchange rate of $1 = ZAR10.47. Atlatsa’s
major cash commitments for the next year relate to its obligation to fund project expansion capital requirements at the Bokoni Mine as
there are no significant obligations to repay interest and capital on long-term debt during the next 12 months.
The maturity profile of the contractual long term debt as at September 30, 2016. This includes the SFA, the Working Capital Facility and
the Term Loan Facility.
Atlatsa has routine market-related leases on its office premises in Johannesburg, South Africa.
“Purchase obligation” is defined as an enforceable and legally binding agreement to purchase goods or services that specifies all
significant terms, including: fixed or minimum quantities to be purchased; fixed, minimum or variable price provisions; and the
approximate timing of the transaction.
This includes the shareholders loan between Bokoni Holdco and RPM.
No repayment terms is specified, as such this is the best classification as of the date hereof.

Refer to Section 13 - Financial Instruments and Risk Management for a discussion of Atlatsa’s debt
instruments and associated financial risks.
Going Concern Assumption

The main constraint at Bokoni Mine is the current inability to produce sufficient volumes of high grade
underground ore to fill the mill capacity. Even in the event of producing 160 kilo tonnes per month
(“ktpm”) of higher grade ore from underground, Bokoni Mine will remain marginal at these volumes.

Reviews of the operations indicate that the optimum level of production required to ensure that Bokoni
Mine is profitable and sustainable is around 240 ktpm. This review process culminated in the design
and development of the current mine plan, which targets a significant increase in mining and
concentrating capacity from 160 ktpm to 240 ktpm. In order for Bokoni to achieve the mining and
concentrating scale of 240 ktpm targeted in the aforementioned mine plan, Bokoni would require a
significant capital investment.
Term Loan Facility

On December 9, 2015, the Term Loan Facility, was entered into with RPM providing a $31.9 million
(ZAR334.0 million) facility to enable Plateau to advance its share of the shareholder loans to Bokoni
Holdco for the sole purpose of enabling Bokoni Mine to fund operating expenses, working capital
expenditure and capital expenditure costs in the event that these costs cannot be funded from Bokoni
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Mine cash flows. RPM will fund its 49% share of cash calls made by Bokoni Mine in accordance with
the joint venture shareholders’ agreement between the parties.The Term Loan Facility bears no interest;
however, if any amount which is due and payable in accordance with the facility is unpaid, the unpaid
amount shall accrue interest at the prime rate plus 2%. The Term Loan Facility is repayable at the
earlier of an event of default and December 31, 2018. There will be a mandatory repayment upon the
occurrence of a change of control or a sale of all or substantially all the assets of Bokoni whether in a
single transaction or a series of related transactions.
In agreeing to the terms and conditions of the Term Loan Facility, Atlatsa has agreed to co-operate with
Anglo Platinum in relation to RPM’s acquisition of: (i) the prospecting right held by Kwanda; (ii) the
prospecting rights in respect of Central Block mineral properties held by Plateau; and (iii) the disposal
of all or any part of RPM’s Bokoni Holdco shareholding (collectively, the “Proposed Transaction”).
A full draw-down of $31.9 million (ZAR334.0 million) was made on March 22, 2016, to enable Plateau
to fund its 51% pro-rata share towards the repayment of advances by RPM (not supported by physical
metal deliveries) of $51.8million (ZAR541.7 million) to Bokoni outstanding at March 31, 2016. The
balance, $10.8 million (ZAR113.2 million), was utilized to repay a portion of the POC Advance as at
that date. RPM was obliged to meet its 49% share of the cash call ($30.7 million (ZAR320.9 million))
in accordance with the joint venture shareholders’ agreement between the parties.
First Amendment and Restatement

On August 15, 2016 the Term Loan Facility was amended and restated to allow for an additional $18.4
million (ZAR193.0 million) to be made available to fund operating expenses, working capital
expenditure and capital expenditure costs in the event that these costs cannot be funded from Bokoni
Mine cash flows.
The amended facility divided the available funding into three tranches:

1. Tranche A – the original $31.9 million (ZAR334.0 million) facility already fully utilised as
indicated above;
2. Tranche B – an additional facility of $12.4 million (ZAR130.0 million); and
3. Tranche C – an additional facility of $6.0 million (ZAR63.0 million).

Utilisation of Trance B
There were no conditions attached to the utilisation of Tranche B and this facility was available to the
Bokoni Group as of August 15, 2016.
A full drawdown on Tranche B took place during the period and there is no available facility on this
Tranche as of the reporting date.
Utilisation of Tranche C
The conditions to utilisation of Tranche C were as follows:

1. In relation to the Central Block prospecting rights held by Plateau:
a) All renewal applications being granted by the Department of Mineral Resources
(“DMR”) and the duly completed deeds of renewal being executed and lodged with the
Mineral and Petroleum Titles Registration Office (“MPTRO”).
2. In relation to the Kwanda prospecting right held by Kwanda:
a) The renewal application being granted by the DMR and the duly completed deed of
renewal being executed and lodged with the MPTRO.
b) The “Regulation 60 Application” for a certified copy of the right being processed.
c) The Ministerial consent granted under section 11 of the MPRD Act which relates to the
right being rectified to refer to the correct reference number of the right.
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d) The duly completed deed of cession under which the right is transferred to Kwanda
being executed and lodged with the MPTRO.

These conditions to utilisation were waived by Anglo Platinum and drawdowns were permitted during
the period.
Drawdowns amounting to $2.9 million (ZAR29.9 million) took place during the period resulting in only
$3.2 million (ZAR33.1 million) available on Tranche C as at September 30, 2016, which was utilised
during October 2016. There is no available facility on this Tranche as of the reporting date.
Second Amendment and Restatement

On September 7, 2016 Anglo Platinum advised that they would prefer not to in future fund Bokoni
Mine through POC pre-payments, i.e. the POC Advance, and that all cash operating shortfalls would be
funded through drawdowns on the Facility. This facilitated the rapid utilisation of Trance B and C
above.
As at the reporting date, a second amendment and restatement of the Facility was still being finalised
with Anglo Platinum to allow for additional funds to be made available, namely Tranche D. The facility
provided under Tranche D will cover the cash operating shortfalls to and including March 31, 2017.
Until the second amendment and restatement is concluded, the cash operating shortfalls have in the
interim been funded through the POC Advance after the full utilisation of Tranche B and C occurred
during the period (discussed above). It is expected that the agreement will be concluded prior to
November 30, 2016.
By mutual agreement with Anglo Platinum, the funding requirements for Bokoni Mine’s 2017 business
plan (for the period April 1, 2017 through to December 31, 2017) would be funded through additional
tranches by way of further amendments to the Facility when required.

Utilisation of Tranche D
The conditions precedent to the utilisation of Tranche D include a resolution of the board of directors of
Plateau approving the terms of the amendment and restatement as well as a legal opinion from South
African legal counsel as to the capacity and authority of Plateau to enter into the amendment and
restatement agreement.
SFA

First Amendment and Restatement

On December 9, 2015, the SFA was amended and restated to increase the availability under the facility
by $6.8 million (ZAR71.4 million) to enable a backlog of trade and other payables relating to RPM of
approximately $13.4 million (ZAR140.0 million) to be repaid.
The conditions precedent were met and fulfilled on September 30, 2016 and repayment of the backlog
of trade and other payables took place on this date.
Second Amendment and Restatement

A second amendment and restatement of the SFA was entered into on September 13, 2016 to allow for
interest charges on the facility to stop with effect from September 30, 2016.
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Going Concern Conclusion

Atlatsa remains in discussion with Anglo Platinum surrounding the future optimisation of Bokoni Mine
as well as potential alternative financial support for the Company having regard to current challenges
within the South African platinum industry.
Management is continuously investigating areas to preserve cash in the short term including the
possibility of a further reduction in capital projects where appropriate. In addition, the Board of Atlatsa
is considering the disposal of non-core assets and alternative sources of funding are being explored with
third parties.

The condensed consolidated interim financial statements are prepared on the basis of accounting
policies applicable to a going concern.
This basis presumes that the funding of the operational cash shortfall requirements of the Bokoni Mine
2017 business plan by way of further amendments to the Term Loan Facility will timeously be made
available as mutually agreed with Anglo Platinum.
This condition gives rise to a material uncertainty which may cast substantial doubt on the ability of the
Company and its subsidiaries to continue as going concerns and therefore may be unable to realise their
assets and discharge their liabilities in the normal course of business.
7. CAPITAL RESOURCES

Atlatsa’s primary source of capital is debt and its access to capital is dependent on general commodity
and financial market conditions.

As at September 30, 2016, the Company is not in breach of the loan covenants under the SFA, the
Concentrate Agreement, the Term Loan Facility or the Working Capital Facility.

Capital commitments already contracted for by the Company amount to $7.6 million as at September
30, 2016 (compared to $7.0 million at September 30, 2015 and $5.8 million as at December 31, 2015)
and are comprised primarily of capital expenditure commitments for property, plant and equipment, and
capital-work-in-progress relating to the Bokoni Mine. These capital commitments will be funded by
cash available from operations and other available facilities. For Q3 2016, the Company expects
authorized but not contracted expenditures of $5.7 million (compared to $21.5 million in Q3 2015 and
$4.8 million at December 31, 2015). These are required to maintain the Company’s operational
capacity, to meet planned growth and to fund development activities.
Atlatsa’s cash balance as at September 30, 2016 was $1.9 million compared to $0.7 million at
September 30, 2015 and $3.5 million at December 31, 2015.
A summary of Atlatsa’s debt facilities as at September 30, 2016, is as follows:

SFA (1)(2)

Working Capital Facility
Term Loan Facility
Other
Total

(4)

(1)(3)

Balance at Q3 2016
($ million)

Available Facility
($ million)

Unutilized portion of
Facility
($ million)

11.5

11.7

0.2

174.5
47.2

174.5
50.4

52.0

52.0

285.2

288.5
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(1)
(2)
(3)
(4)

This is disclosed at the contractual value outstanding, and will not agree to the face of the Statement of Financial Position which is
shown at fair value.
The SFA was amended and restated as discussed in Section 6 – Liquidity
The Term Loan Facility was amended and restated as discussed under Section 6 – Liquidity. This is updated up to Tranche C.
This relates to a shareholders loan that support RPM’s obligation to meet its 49% share of the cash call in accordance with the joint
venture shareholders’ agreement between the parties.

Atlatsa’s ability to raise new equity in the equity capital markets is subject to the mandatory
requirement that Atlatsa Holdings, a BEE shareholder of Atlatsa, retains at least a 51% fully diluted
shareholding in the Company until December 31, 2020. Atlatsa, through Atlatsa Holdings, is compliant
with the BEE requirements. Under the current circumstances, there is minimal availability for the
Company to issue additional equity.
The Company currently does not use any financial instruments for hedging or similar purposes.
8. OFF-BALANCE SHEET ARRANGEMENTS

Atlatsa has not entered into any off-balance sheet arrangements that have or are reasonably likely to
have a current or future effect on its financial condition, changes in financial condition, revenue or
expenses, results of operations, liquidity, capital expenditure or capital resources that is material to
investors.
9. TRANSACTIONS WITH RELATED PARTIES

RPM is a 49% shareholder in Bokoni Holdco, and is therefore considered to be a related party to the
Company. Atlatsa has a number of agreements with RPM including the Working Capital Facility, SFA,
Shareholder Loan between Bokoni Holdco and RPM, Term Loan Facility, Concentrate Agreement and
the related POC Advance.
Pursuant to the terms of various shared services agreements, the Anglo American plc group of
companies provides certain operational services to BPM at a cost that is no greater than the costs
charged to any other Anglo American plc group for the same or similar services. These services
include, but are not limited to administrative services, supply chain management and treatment of the
concentrate, and other services. For further details regarding the costs of such services, please refer to
the table below.
Transactions with RPM during Q3 2016, Fiscal 2015 and Q3 2015 are summarized below:

Concentrate sales
Cost of sales*

Finance expense (before interest capitalized)

Fair value (loss)/gain on SFA and Term Loan
Facility
Costs capitalized to capital work-in-progress
* Included in cost of sales:

Q3 2016
($ millions)

Fiscal 2015
($ millions)

Q3 2015
($ millions)

30.2

45.8

35.7

48.9
8.0

1.2
-
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Metal accounting services

Q3 2016
($ millions)

Fiscal 2015
($ millions)

Q3 2015
($ millions)

21.2

33.8

25.0

0.2

Supply chain services
Other

2.2.

0.6

8.0

0.5

6.1

The following balances were outstanding to/from RPM as at September 30, 2016, compared to
December 31, 2015 and September 30, 2015:

Loans and borrowings

Q3 2016
($ millions)

Fiscal 2015
($ millions)

Q3 2015
($ millions)

4.5

14.5

18.0

Trade and other payables

Trade and other receivables

192.6
2.8

172.8
2.6

142.7
2.7

Refer to Section 6 - Liquidity – Going Concern Conclusion and Section 7 - Capital Resources for
additional discussion of financing and debt arrangements with RPM.
10. PROPOSED TRANSACTIONS

In connection with the entering into of the Term Loan Facility with RPM on December 9, 2015, Atlatsa
agreed to co-operate with Anglo Platinum in relation to RPM’s acquisition of: (i) the prospecting rights
held by Kwanda; (ii) the prospecting rights in respect of Central Block mineral properties held by
Plateau; and (iii) the disposal by RPM of all or any part of its shareholding in Bokoni Holdco.
11. CRITICAL ACCOUNTING ESTIMATES

Atlatsa’s accounting policies are presented in note 6 of the audited Consolidated Financial Statements
for Fiscal 2015, which have been filed on SEDAR at www.sedar.com.

The preparation of the Company’s unaudited condensed consolidated interim financial statements for
Q2 2016 requires management to make judgments, estimates and assumptions that affect the
application of accounting policies and the reported amounts of revenues, expenses, assets and liabilities
and the accompanying disclosures, and the disclosure of contingent liabilities at the date of the
Consolidated Financial Statements.
Information about critical judgments in applying accounting policies that have the most significant
effect on the amounts recognized in the unaudited condensed consolidated interim financial statements
for Q3 2016 is included in note 4 of the audited Consolidated Financial Statements for Fiscal 2015.
Critical judgments that affect the application of accounting policies include: exploration and evaluation
expenditure, recovery of deferred tax assets and functional currency.
Exploration and Evaluation Expenditure

The application of the Company’s accounting policy for exploration and evaluation expenditure
requires judgment to determine whether future economic benefits are likely, from either future
exploration or sale, or whether activities have not reached a stage that permits a reasonable assessment
of the existence of reserves. The determination of a SAMREC resource is an estimation process that
involves varying degrees of uncertainty depending on how the resources are classified (i.e., measured,
indicated or inferred).
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Recovery of Deferred Tax Assets

Deferred tax assets are recognized for unused tax losses, unused tax credits and deductible temporary
differences to the extent that it is probable that future taxable profits will be available against which the
losses can be utilized. Significant management judgment is required to determine the amount of
deferred tax assets that can be recognized, based upon the likely timing and the level of future taxable
profits together with future tax planning strategies.
In addition, future changes in tax laws in the jurisdictions in which the Company operates could limit
the ability of the Company to obtain tax deductions in future periods.
Ore Reserve and Mineral Resource Estimates

The Company estimates and reports ore reserves and mineral resources in line with the principles
contained in the SAMREC Code. The Company estimates its ore reserves and mineral resources based
on information compiled by appropriately qualified persons relating to the geological and technical data
on the size, depth, shape and grade of the ore body and suitable production techniques and recovery
rates. The estimation of recoverable reserves is based upon factors such as estimates of foreign
exchange rates, commodity prices, future capital requirements and production costs, along with
geological assumptions and judgments made in estimating the size and grade of the ore body.
Unit-of-Production Depreciation

Estimated economically recoverable reserves are used in determining the depreciation and/or
amortization of mine-specific assets. This results in a depreciation/amortization charge proportional to
the depletion of the anticipated remaining life-of-mine production. Units of production used to calculate
depreciation includes proven and probable reserves only.
Mine Rehabilitation

The ultimate rehabilitation costs are uncertain, and cost estimates can vary in response to many factors,
including estimates of the extent and costs of rehabilitation activities, technological changes, regulatory
changes, cost increases as compared to the inflation rates (2015: 5.50% (2014: 5.40%)), and changes in
discount rates (2015: 9.63% (2014: 7.96%)). These uncertainties may result in future actual expenditure
differing from the amounts currently provided. Therefore, significant estimates and assumptions are
made in determining the provision for mine rehabilitation.
Recoverability/Impairment of Assets

The Company assesses each cash-generating unit (“CGU”) annually to determine whether any
indication of impairment exists. Where an indicator of impairment exists, a formal estimate of the
recoverable amount is made, which is considered to be the higher of the fair-value-less-costs-ofdisposal and value in use.
Management has assessed its CGU as being the Bokoni Mine, which is the lowest level for which cash
flows are largely independent of other assets.
The determined value in use of the CGU is most sensitive to the platinum price, the US dollar exchange
rate and the discount rate.

In assessing the value in use, key estimates and judgments were made by management, which are based
on management’s interpretation of market forecasts and future inflation rates. These include long term
platinum prices and USD exchange rates. Both these variables were determined based on market
consensus forecast prices for the first five years after which the price for platinum was inflated using
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2015: 2.20% (2014: 2.85%). The real weighted average cost of capital used to discount the future free
cash flows was determined as 2015: 12.55% (2014: 10.97%).
Due to the economic climate and the significant re-rate in forecasted metal prices, the Company tested
the carrying value of its assets for impairment and recognized an impairment loss of $337.1 million
with respect to property, plant and equipment and goodwill in Q2 2015 (converted at June 30, 2015
ruling exchange rates).

Key assumptions used in the value-in-use calculation of the impairment assessment of mining assets are
discussed in detail in note 9 of the audited Consolidated Financial Statements for Fiscal 2015 for more
details. The main indication and driver of the impairment loss recognized is the significant decline in
the commodity price since April 2014. On this basis, management is satisfied that the impairment loss
is recorded in the correct period when considering whether the impairment loss should have been
recorded in the other quarters as reported.
Inventories

Net realizable value tests are performed at each reporting date and represent the estimated future sales
price of the product the entity expects to realize when the product is processed and sold, less estimated
costs to complete production and bring the product to sale. Where the time value of money is material,
these future prices and costs to complete are discounted.
Fair Value Measurements

The Company measures financial instruments at fair value on initial recognition. Also, from time to
time, the fair values of non-financial assets and liabilities are required to be determined, e.g. when the
entity acquires a business, or where an entity measures the recoverable amount of an asset or CGU at
fair-value-less-costs-of-disposal.
Share-Based Payments

The fair value of options granted is being determined using Black-Scholes and Monte-Carlo Simulation
valuation models. Refer to note 39 of the audited Consolidated Financial Statements for Fiscal 2015 for
significant inputs into the models for the various share option schemes.
SFA

Management has applied judgment when determining the fair value on initial recognition of the SFA
The fair value of the SFA is determined using a cash flow valuation model. The significant inputs into
the model are the opening balances as contractually agreed with the counterparty, set interest rates
applicable to the Company, projected drawdowns and repayments on the loan and projected forward
JIBAR rates plus a market related spread. Based on the aforementioned, an effective interest rate was
established on initial recognition that would be used to build the loan back up to contractual value by
date of payment.
In regards to the amendments as discussed and documented under Section 6 – Liquidity, the
amendments to the terms and conditions triggered the derecognition of the fair value as calculated to
date. The contractual amount as at September 30, 2016, was fair valued as a new interest free loan, and
a new day 1 fair value was recorded.
Term Loan Facility

Management has applied judgment when determining the fair value on initial recognition of the Term
Loan Facility. The fair value of the Term Loan Facility is determined using a cash flow valuation
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model. The significant inputs into the model are the drawdown, repayment of the loan and a
synthesized market related interest rate. Each drawdown will be fair valued based on their individual
factors. Based on the aforementioned, an effective interest rate was established on initial recognition
that would be used to build the loan back up to contractual value by date of payment.
Contingencies

By their nature, contingencies will be resolved only when one or more uncertain future events occur or
fail to occur. The assessment of the existence and potential quantum of contingencies inherently
involves the exercise of significant judgment and the use of estimates regarding the outcome of future
events.
12. CHANGES IN ACCOUNTING POLICIES

The accounting policies applied by Atlatsa in the note 5 of the unaudited condensed consolidated
interim financial statements for Q3 2016 are the same as those applied in the audited Consolidated
Financial Statements for the year ending December 31, 2015 (except for the following standards and
interpretations which were adopted by the Company on January 1, 2016, or the date of implementation
of the standard:
Effective January 1, 2016


IFRS 14 Regulatory Deferral Accounts



Clarification of Acceptable Methods of Depreciation and Amortization (Amendments to IAS
16 and IAS 38)







Accounting for Acquisitions of Interests in Joint Operations (Amendments to IFRS 11)
Agriculture: Bearer Plants (Amendment to IAS 16 and IAS 41)

Equity Method in Separate Financial Statements (Amendments to IAS 27)
Disclosure Initiative (Amendments to IAS 1)

Investment Entities: Applying the Consolidation Exception (Amendments to IFRS 10, IFRS 12
and IAS 28)

Standards and Interpretations Issued but Not Yet Effective

The standard and interpretations that are issued, but not yet effective, up to the date of the issuance of
the unaudited condensed consolidated interim financial statements for Q3 2016:
Effective January 1, 2017:



Disclosure initiative (Amendments to IAS 7)

Recognition of Deferred tax assets for unrealized losses (Amendments to IAS 12)

Effective January 1, 2018:



IFRS 9 Financial Instruments

IFRS 15 Revenue from Contracts with Customers

Effective January 1, 2019:


IFRS 16 Leases

All Standards and Interpretations will be adopted at their effective date, if applicable.
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Management is currently in the process of assessing the impact of the above-mentioned changes, if any.
13. FINANCIAL INSTRUMENTS AND RISK MANAGEMENT

Atlatsa’s Financial Instruments and Risk Management are presented in notes 6.3 and 8, respectively of
the audited Consolidated Financial Statements for Fiscal 2015, which have been filed on SEDAR at
www.sedar.com.
Financial Risk Management Activities

Atlatsa manages its exposure to key financial risks in accordance with its financial risk management
policy. The risk management policies are established to identify and analyses the risks faced by the
Company, to set appropriate risk limits and controls, and to monitor risks and adherence to limits. Risk
management policies and systems are reviewed regularly to reflect changes in market conditions and
the Company’s activities. Atlatsa, through its training and management standards and procedures, aims
to develop a disciplined and constructive control environment in which all employees understand their
roles and obligations. Refer to note 8 of the audited Consolidated Financial Statements as at, and for
Fiscal 2015.

The Board has overall responsibility for the establishment and oversight of the Company’s risk
management framework.
Credit Risk

Credit risk is the risk of financial loss to the Company if a customer or counterparty to a financial
instrument fails to meet its contractual obligations, and arises principally from the Company’s
receivables from customers, and cash and equivalents.
The carrying amount of financial assets represents the maximum credit exposure.

Trade receivables represents sale of concentrate to RPM in terms of a concentrate off-take agreement.
The carrying value represents the maximum credit risk exposure. Atlatsa has no collateral against these
receivables. The terms of the receivables are 90 days. 100% of the Company’s revenue is generated in
South Africa from sale of concentrate by Bokoni Mine to RPM.
At times when the Company’s cash position is positive, cash deposits are made with financial
institutions having superior local credit ratings.
Liquidity Risk

Liquidity risk is the risk that the Company will not be able to meet its financial obligations as they fall
due. The Company ensures that there is sufficient capital in order to meet short term business
requirements, after taking into account cash flows from operations and the Company’s holdings of
cash and cash equivalents. The Company’s cash and cash equivalents are invested in business accounts
which are available on demand.
An alternative funding arrangement, the POC Advance, was entered into with RPM whereby an
advance on the revenue from the concentrate sales made to RPM by Bokoni pursuant to the
Concentrate Agreement was provided.
Refer to Section 6 – Liquidity for details on the material uncertainty which may cast significant doubt
about the Company’s ability to continue as a going concern and the resulting inability to realize its
assets and discharge its liabilities in the normal course of business.
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Interest Rate Risk

Interest rate risk is the risk that the future cash flows of a financial instrument will fluctuate because of
changes in the market interest rates. The Company’s long-term debt obligations are interest free and
therefore the Company is not exposed to interest rate risk.
Commodity Price Risk

The value of the Company’s revenue and resource properties depends on the prices of PGM’s and their
outlook. The Company does not hedge its exposure to commodity price risk. PGM prices historically
have fluctuated widely and are affected by numerous factors outside of the Company’s control,
including, but not limited to, industrial and retail demand, forward sales by producers and speculators,
levels of worldwide production, and short-term changes in supply and demand because of hedging
activities.
Increase (Decrease) in 4E basket
price
+10%

Effect on loss before tax for the
three months ended September 30,
2016 increase/(decrease)
($ million)

Effect on loss before tax for the three
months ended September 30, 2015
increase/(decrease)
($ million)

(4.7)

(15.2)

-10%

4.7

15.2

Capital Risk Management

The primary objective of managing capital is to ensure the availability of sufficient capital to support
the Company’s funding and operating requirements in a way that optimizes the cost of capital,
maximizes shareholders’ returns and ensures that the Company remains in a sound financial position.
The Company manages and makes adjustments to the capital structure which consists of debt and
equity as and when borrowings mature or when funding is required. This may take the form of raising
equity, market or bank debt or hybrids thereof. The Company may also adjust the amount of dividends
paid, sell assets to reduce debt or schedule projects to manage the capital structure. Atlatsa’s ability to
raise new equity in the equity capital markets is subject to the requirement that Atlatsa Holdings, its
majority BEE shareholder, retain a 51% fully diluted shareholding in the Company up until December
31, 2020, as required by covenants given by Atlatsa Holdings and Atlatsa in favor of the DMR, the
South African Reserve Bank and Anglo Platinum.
Refer to Section 6 – Liquidity for a discussion of the different facilities used to fund the Company.
14. OTHER MD&A REQUIREMENTS

Additional information relating to Atlatsa, including Atlatsa’s Annual Report on Form 20-F, is
available on SEDAR at www.sedar.com. See “Note to U.S. Investors Regarding U.S. Delisting and
Deregistration”.
15. DISCLOSURE OF OUTSTANDING SHARE DATA

At the Company’s Annual General Meeting on June 27, 2014, shareholders approved a new Share
Option Plan, Share Appreciation Rights Plan and Conditional Share Unit Plan (collectively the “Equity
Incentive Plans”). Refer to the Company’s Management Information Circular dated May 30, 2016,
which is available on SEDAR, for more information relating to the Equity Incentive Plans.
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Share Appreciation Rights

On May 28, 2015, the Company awarded 2,887,070 share appreciation rights (“SARs”) at a grant price
of ZAR1.45, to certain eligible employees of Plateau entitling each such employee to one common
share of the Company on the vesting date. These SARs will vest on December 31, 2017.
The share-based payment recognized during the period under review was $20,606 (Q3 2015: $22,907).
Conditional Share Unit Plan

On August 20, 2014, the Company awarded 9,004,500 Conditional Share Units (“CSUs”) to certain
eligible employees of Plateau entitling each such employee to one common share of the Company on
the vesting date. These CSUs will vest on March 31, 2017 upon the Company’s average total
shareholder return (“TSR”) for the 2014, 2015 and 2016 Fiscal years. Subsequently, 132,000 units that
were originally awarded were cancelled.

On May 28, 2015, the Company awarded 26,274,800 CSUs to certain eligible employees of Plateau
entitling each such employee to one common share of the Company on the vesting date. These CSUs
will vest on December 31, 2017 upon the assessment of the Company’s TSR for the 2014, 2015 and
2016 Fiscal years. Subsequently, 226,400 units that were originally awarded were cancelled.
The share-based payment recognized during the period under review was $428,035 (Q3 2015:
$292,642).
Options

5,110,000 options were issued under the pre-existing stock option plan, which are exercisable at a
weighted average price of $1.29. Subsequently, 600,000 of these options expired.
On August 20, 2014, the Company issued 5,142,882 share options to its non-executive directors
(“NEDs”) under the terms of its Stock Option Plan at a strike price of ZAR3.813 ($0.39). Subsequently,
690,835 options that were originally awarded were cancelled.
The share-based payment recognized during the period under review was $11,279 (Q3 2015: $86,781).
As of September 30, 2016, 8,962,047 options were outstanding with the following terms:
Expiry Date

Option price

November 30, 2016

$ 0.84

August 19, 2024

$ 0.39

May 1, 2017
Total

Weighted Average Exercise Price

$ 1.61
-

Number of options
outstanding
4,010,000
500,000

4,452,047

8,962,047
$0.66

Number of options
vested
4,010,000

Weighted average
life (years)

500,000

0.17

0.58

2,274,919

7.88

$0.66

-

6,784,919

As of the date hereof, the issued share capital of Atlatsa is 554,421,806 common shares.
16. INTERNAL CONTROLS OVER FINANCIAL REPORTING PROCEDURES

-

Atlatsa’s management, including its chief executive officer (“CEO”) and chief financial officer
(“CFO”), is responsible for establishing and maintaining adequate disclosure controls and procedures
(“DCP”). Atlatsa’s internal control system was designed to provide reasonable assurance to Atlatsa’s
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management and the Board regarding reliability of financial reporting and the preparation of financial
statements for external purposes in accordance with IFRS.

DCP includes those controls and procedures that are designed to ensure that the information required to
be disclosed in the filings under applicable securities regulations is recorded, processed, summarized
and reported within the time periods specified in applicable securities regulations. Under the
supervision of and with the participation of Management, including the CEO and CFO, Management
evaluated the effectiveness of the Company’s disclosure controls and procedures as of September 30,
2016. Based on this evaluation, the CEO and the CFO have concluded that, as of December 31, 2015,
Atlatsa’s disclosure controls and procedures were effective.

Management is responsible for establishing and maintaining adequate internal control over financial
reporting (“ICFR”). Internal control over financial reporting is defined as a process designed to provide
reasonable assurance with respect to the reliability of financial reporting and the presentation of
financial statements for external purposes in accordance with IFRS. Under the supervision and with the
participation of the CEO and CFO, management assessed the effectiveness of the Company’s ICFR as
of September 30, 2016. In making their assessment, management used criteria established in the
framework on 1992 Committee of Sponsoring Organizations of the Treadway Commission (“COSO”).
Based upon that assessment, Management concluded that the Company’s internal control over financial
reporting was effective at the reasonable assurance level as of September 30, 2016. The Company is in
the process of implementing the Committee of Sponsoring Organizations of the Treadway Commission
framework that was issued on May 14, 2013.
17. RISK FACTORS

Atlatsa is subject to significant risks and uncertainties which are described in detail under Item 3D
“Risk Factors” in Atlatsa’s Annual Report on Form 20-F which is available on SEDAR at
www.sedar.com.
18. CAUTIONARIES

Note to U.S. Investors Regarding U.S. Delisting and Deregistration

On July 20, 2015, the Company filed a Form 25 (Notification of Removal from Listing and/or
Registration under Section 12(b) of the Securities Exchange Act of 1934, as amended (the “Exchange
Act”)) with the U.S. Securities and Exchange Commission (the “SEC”) to voluntarily withdraw its
shares from listing on the NYSE MKT. The delisting was effective 10 days following the filing of the
Form 25. On July 8, 2016, the Company filed a Form 15 with the SEC to terminate the registration of
its common shares under Section 12(g) of the Exchange Act, and its reporting obligations under Section
13(a) of the Exchange Act. The termination of the Company’s registration would become effective 90
days after the date of filing of the Form 15 with the SEC, or within such shorter period as the SEC may
determine. Upon filing of the Form 15, the Company’s reporting obligations under the Exchange Act
were suspended. While the Company’s prior filings with the SEC, including its Annual Report on
Form 20-F, continue to be available on the SEC’s Electronic Document Gathering and Retrieval System
(“EDGAR”) at www.sec.gov, the Company no longer files information with, or furnishes information
to, the SEC.
The Company’s common shares continue to trade on the TSX and the JSE, and the Company will
continue to meet its Canadian and South African continuous disclosure obligations through filings with
the applicable Canadian and South African securities regulators. All of the Company’s filings can be
found on the SEDAR at www.sedar.com and also on www.atlatsa.com.
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Cautionary Note Regarding Forward-Looking Statements

Certain statements in this MD&A constitute forward-looking statements or forward-looking
information within the meaning of applicable securities laws, including without limitation, statements
relating to potential acquisitions and/or disposals, future production, reserve potential, exploration
drilling, exploitation activities and events or developments that Atlatsa expects such statements appear
in a number of different places in this MD&A and can be identified by words such as “anticipate”,
“estimate”, “project”, “expect”, “intend”, “believe”, “plan”, “forecasts”, “predicts”, “schedule”,
“forecast”, “predict”, “will”, “could”, “may”, or their negatives or other comparable words. Such
forward-looking statements involve known and unknown risks, uncertainties and other factors that may
cause Atlatsa’s actual results, performance or achievements to be materially different from any future
results, performance or achievements that may be expressed or implied by such forward-looking
statements.

Atlatsa believes that such forward-looking statements are based on material factors and reasonable
assumptions, including the following assumptions: open cast mining and accelerated development of
underground shaft systems at Bokoni Mine; maintaining production levels at Bokoni Mine in
accordance with mine operating plan; anticipated financial and operational improvements expected as a
result of the Restructure Plan; contracted parties provide goods and/or services on the agreed
timeframes; availability of equipment available as scheduled and does not incur unforeseen
breakdowns; absence of material labour slowdowns, strikes or community unrest; proper functioning of
plant and equipment functions; geological or financial parameters do not necessitate future mine plan
changes; and absence of geological or technical problems.
Forward-looking statements, however, are not guarantees of future performance and actual results or
developments may differ materially from those projected in forward-looking statements. Factors that
could cause actual results to differ materially from those in forward looking statements include:
uncertainties related to the achievement of the anticipated financial and operational improvements
expected as a result of the Restructure Plan; uncertainties related to the continued implementation of the
Bokoni Mine operating plan and opencast mining operations; uncertainties related to the termination of
the Klipfontein Merensky Opencast Mine operation; uncertainties related to the timing of the
implementation of the Bokoni Mine deferred expansion plans; fluctuations in market prices, levels of
exploitation and exploration successes; changes in and the effect of government policies with respect to
mining and natural resource exploration and exploitation; continued availability of capital and
financing; general economic, market or business conditions; failure of plant, equipment or processes to
operate as anticipated; accidents, labour disputes, industrial unrest and strikes; political instability;
suspension of operations and damage to mining property as a result of community unrest and safety
incidents; insurrection or war; the effect of HIV/AIDS on labour force availability and turnover; delays
in obtaining government approvals; and the Company’s ability to satisfy the terms and conditions of the
Term Loan Facility and the SFA, as described in “Liquidity” and under “Going Concern” in note 2 of
the unaudited condensed consolidated interim financial statements for Q3 2016. These factors and other
risk factors that could cause actual results to differ materially from those in forward-looking statements
are described in further detail under Item 3D “Risk Factors” in Atlatsa’s Annual Report on Form 20-F
for Fiscal 2015, which is available on SEDAR at www.sedar.com and on EDGAR at www.sec.gov.

Atlatsa advises investors that these cautionary remarks expressly qualify in their entirety all forwardlooking statements attributable to Atlatsa or persons acting on its behalf. Atlatsa assumes no obligation
to update its forward-looking statements to reflect actual results, changes in assumptions or changes in
other factors affecting such statements, except as required by law. Investors should carefully review the
cautionary notes and risk factors contained in this MD&A and other documents that Atlatsa files from
time to time with, or furnishes to; Canadian securities regulators and which are available on SEDAR at
www.sedar.com.
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Cautionary Note Regarding Non-IFRS Measures

EBITDA is not a recognized measure under IFRS and should not be construed as an alternative to net
profit or loss determined in accordance with IFRS as an indicator of the financial performance of
Atlatsa or as a measure of Atlatsa’s liquidity and cash flows. While EBITDA is a useful supplemental
measure of cash flow prior to debt service, changes in working capital, capital expenditures and taxes,
Atlatsa’s method of calculating EBITDA may differ from other issuers and, accordingly, EBITDA may
not be comparable to similar measures presented by other issuers. See note 17 entitled “Segment
Information” of the unaudited condensed consolidated interim financial statements for Q3 2016 and
note 38 of the audited Consolidated Financial Statements for Fiscal 2015 and 2014, for a reconciliation
of EBITDA to net income (loss) which is available on SEDAR at www.sedar.com.
Cautionary Note to U.S. Investors Regarding Mining Disclosures

This MD&A uses the terms “measured resources” and “indicated resources”. Atlatsa advises U.S.
investors that while those terms are recognized and required by Canadian securities regulators, the SEC
does not currently recognize them. U.S. investors are cautioned not to assume that any mineralized
material in these categories, not already classified as reserves, will ever be converted into reserves. In
addition, requirements of National Instrument 43-101 – Standards of Disclosure for Mineral Projects of
the Canadian Securities Administrators (“NI 43-101”) for identification of “reserves” are not the same
as those of the SEC, and reserves reported by Atlatsa in compliance with NI 43-101 may not qualify as
“reserves” under SEC standards. Under U.S. standards, mineralization may not be classified as a
“reserve” unless the determination has been made that the mineralization could be economically and
legally produced or extracted at the time the reserve determination is made. Investors should refer to the
disclosure under the heading “Resource Category (Classification) Definitions” in Atlatsa’s Annual
Report on Form 20-F.

This MD&A uses the term “inferred resources”. Atlatsa advises U.S. investors that while the term
“inferred resources” is recognized and required by Canadian securities regulators, the SEC does not
recognize it. “Inferred resources” have a great amount of uncertainty as to their existence, and as to
their economic and legal feasibility. It cannot be assumed that all or any part of an inferred resource
will ever be upgraded to a higher category. Under Canadian rules, estimates of inferred resources may
not form the basis of economic studies, except in rare cases. U.S. investors are cautioned not to assume
that any part or all of an inferred resource exists, or is economically or legally mineable.
In addition, disclosure of "contained ounces" in a mineral resource is permitted disclosure under
Canadian regulations. However, the SEC normally only permits issuers to report mineralization that
does not constitute "reserves" by SEC standards as in place tonnage and grade, without reference to unit
measures. Accordingly, information concerning mineral deposits set forth herein may not be
comparable to information made public by companies that report in accordance with U.S. standards.

Investors should refer to the disclosure under the heading “Resource Category (Classification)
Definitions” in Atlatsa’s Annual Report on Form 20-F, which is available on SEDAR at
www.sedar.com and on EDGAR at www.sec.gov.
Cautionary Note to Investors Concerning Technical Review of the Bokoni Mine

The following are the principal risk factors and uncertainties which, in management's opinion, are likely
to most directly affect the conclusions of the technical review of the Bokoni Mine. Some of the
mineralized material classified as a measured and indicated resource has been used in the cash flow
analysis. Under U.S. mining standards, a full feasibility study would be required in order for such
mineralized material to be included in the cash flow analysis, which would require more detailed
studies. Additionally, all necessary mining permits would be required in order to classify these parts of
the Bokoni Mine’s mineralized material as a mineral reserve. There can be no assurance that this
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mineralized material will become classifiable as a reserve and there is no assurance as to the amount, if
any, which might ultimately qualify as a reserve or what the grade of such reserve amounts would be.

Data is not complete and cost estimates have been developed, in part, based on the expertise of the
individuals participating in the preparation of the technical review and on costs at projects believed to
be comparable, and not based on firm price quotes. Costs, including design, procurement, construction
and on-going operating costs and metal recoveries could be materially different from those contained in
the technical review. There can be no assurance that mining can be conducted at the rates and grades
assumed in the technical review. There can be no assurance that the infrastructure facilities can be
developed on a timely and cost-effective basis. Energy risks include the potential for significant
increases in the cost of fuel and electricity and for fluctuation in the availability of electricity. Projected
metal prices have been used for the technical review. The prices of these metals are historically volatile,
and the Company has no control or influence over the prices of these metals, which are determined in
international markets.
There can be no assurance that the prices of platinum, palladium, rhodium, gold, copper or nickel will
continue at current levels or that they will not decline below the prices assumed in the technical review.
Prices for these commodities have been below the price ranges assumed in the technical report at times
during the past ten years and for extended periods of time. The expansion projects described herein will
require major financing; probably a combination of debt and equity financing. There can be no
assurance that debt and/or equity financing will be available to the Company on acceptable terms or at
all. A significant increase in costs of capital could materially adversely affect the value and feasibility
of constructing the expansions. Other general risks include those ordinary to large construction projects,
including the general uncertainties inherent in engineering and construction cost, the need to comply
with generally increasing environmental obligations and the accommodation of local and community
concerns. The conclusions, assumptions and economics of the technical review are sensitive to the
currency exchange rates, which have been subject to large fluctuations in the recent years.
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