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Executive Summary 
Terms of reference AMANGO GROUP MINING PLC (AMANGO) is a publicly listed multinational Mining and 
Metal company which used to be based in South Africa, but currently Headquartered in London (UK). AMANGO’s 
CFO has engaged FIS Consulting to evaluate, prioritize and recommend a course of action for a number of urgent 
issues faced by AMANGO. 

Prioritization of Issues FIS Consulting has prioritized the issues faced by AMANGO based on the date a decision 
needs to be made, the financial impact of the issue, and ethical/stakeholder implications. 

 
 
Key recommendations 
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Background 
External Factors Analysis AMANGO encounters some external environmental conditions which covers:  

▪ Political  : Uncertainty in obtaining mining rights or the license to operate due to regulations 
regarding socio-economic impacts or tax rates. 

▪ Economic : Continued pressure on commodity prices due to slowdown in key buyers’ economic 
growth. 

▪ Social  : Under scrutiny from community on issues related to social empowerment and the 
radical restructuring of the group. 

▪ Technological  : Lack of innovation in mining technology puts Company under pressure to optimize 
operations and minimize negative environmental impact. Technological progress of renewable energy 
threatens the company’s core segments.  

▪ Legal  : Regulations regarding environmental maintenance, safety & health policies and labor 
laws. 

▪ Environmental : Company is responsible for minimizing negative environmental impact, and risks losing 
mining rights if do not comply with regulations. 

SWOT Analysis 
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1. Corporate reconstruction and reorganization 
Situation Debate among the board directors regarding which long-term direction AMANGO should head 
to, that revolves around the decision on which business segments to keep and which ones to divest. 

Recommendation and implementation 
FIS Consulting recommends AMANGO to divest its Nickel and Niobium & Phosphates segments, delay its 
divestiture in Coal and Iron Ore, and focus on developing its Diamond, PGM and Copper segments, in an attempt 
to fulfill AMANGO’s KPI to streamline the group’s business units. (Based on analysis of Ashridge Matrix, BCG 
Matrix, and Financial Performance as in Appendix 2) 

Step 1 : Evaluate segments’ worth 
Before divestiture, AMANGO should first evaluate the value of its nickel business unit, which is the only other 
segment other than AMA-NP (sold to CMOC) that is to be divested.  
Step 2 : Find potential buyers while focusing on current segments 
After evaluating its value, AMANGO should search for potential buyers and settle on the most beneficial synergy. 
On the other hand, focus should be narrowed into current segments, especially in gaining more market share 
for its two largest segments (coal and iron ore) and strengthening its most promising segments (diamond, PGM, 
copper). 
Step 3 : Re-evaluate decisions every 3 years, in line with 3-year-viability statement evaluation 
Decisions should be evaluated timely, especially regarding streamlining its business units, to ensure AMANGO 
stays competitive in present trends and conditions. 

 

2. Operational risk and industrial action in Australia 
Situation AMANGO effected a controlled shut down after safety hazards resulted in the loss of 6 lives and 
80 trapped in underground mines. This incident invited strikes from the workers. The management has to decide 
whether to continue operations with existing mine shaft or construct a new one. 

Evaluation of strategic options 
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Operational Safety & Health Management 
Aside from training, company needs to assure that employee comply with the safety regulation to reduce the 
probability of risks occurring by having control measures such as operational controls and procedures and traffic 
management. Information system developments are required to enable faster online group-wide 
communication regarding hazard recognition. Furthermore, company must ensure emergency preparedness as 
to effective response toward incidents. 

Recommendation and implementation 
FIS Consulting recommends Strategy 2 - Construct a new mine shaft nearby. Although this strategy requires 
AMANGO to incur initial expenses of US$135 million, AMANGO can expect beneficial cash flow resulting in a 
Net Present Value of US$48.73 million. It is imperative for the company to restore trust from investors, redeem 
its reputation in the eyes of the public, settle civil unrest, and adhere to ethical standards to maintain good 
relationship with regulators.  
Step 1 : Conduct extensive research 
Recent experience with faulty design should be taken under scrutiny. AMANGO needs to conduct extensive 
research regarding potential contractors to prevent recurrence of incident.  
Step 2 : Communicate with involved parties 
Investors need to be informed about the added value from the new shaft to the company’s performance and 
how it helps to revive AMANGO’s stock performance; AMANGO has to reassure its workforce, regulators, and 
communities that safety and health of its employees remains a top priority, to prevent future strikes and 
production stoppage. 

 
Step 3 : Address problem with current mine shaft, and resume production for the moment 
FIS Consulting suggest AMANGO to fully detect and address the problem of the current shaft, then continue 
production in the old shaft for the time being while waiting for the completion of the new shaft’s construction 

 
Step 4 : Improve evaluation policies & engage in frequent maintenance routine  
AMANGO needs to enhance its evaluation policies to ensure no dysfunctional behavior is present - such as 
corners being cut to meet production target. The new shaft needs to undergo routine maintenance to ensure 
safety.  
 

3. Strategic Disposal in Brazil 
Situation AMANGO has received an offer of US$1,500 million from China Molybdenum Co. Ltd (CMOC) 
to buy and integrate as a going concern its Niobium and Phosphates segment, AMA-NP. AMANGO has 7 days to 
decide on the offer. 
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Risks to be considered 
Political risk : The Brazilian government has just been reshuffled, and there is uncertainty regarding the 
potential stringent regulations. The new government may not be as welcoming as the previous one.  
Economic risk : The market for commodities is still contracted, and distressed price levels may still continue. 
Legal risk  : AMANGO is vulnerable towards the potential conditions imposed by the government of the 
People’s Republic of China if it goes through with the transaction. 

Evaluation of strategic options  

 

 
*Breakdown of calculation is provided in Appendix 3  

Recommendations and implementation 
FIS recommends AMANGO to sell AMA-NP to CMOC based on financial impact and also corporate strategy of 
the company about divesting Niobium and Phosphates despite being offered US$ 31.05 million lower than AMA-
NP’s expected market value. 

Step 1 : Conduct due diligence  
Due to the customary conditional transaction with CMOC and the People’s Republic of China regulators, due 
diligence must be done regarding the synergy to settle upon a beneficial transaction for both parties.  
Step 2 : Accept offer from CMOC 
AMANGO should go through with the transaction after sufficient due diligence. 
Step 3 : Communicate with all stakeholders 
It is necessary inform the public and all stakeholders regarding the benefits of the strategic option. AMANGO 
should emphasize on the fact that stringent regulations may limit operations and the firm is better off utilizing 
the funds obtained.  
 

4. Balance sheet de-leverage or share buy-back 
Situation AMANGO is considering to dispose part of its residential property portfolio rather than divest 
its iron ore and coal segments due to political pressure. With the proceeds of this sale, AMANGO has to decide 
whether to pay off a huge chunk of its debt or to boost up its share price with a repurchase program. 
Furthermore, Mining law and charter is being mooted that requires all mining company to surrender 10% of 
sales as royalty and be at least 26% black-owned, failure to meet the condition could result in mining permits 
being revoked. 
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Calculation Assumptions: We believe a nominal return of 14% for a property asset seems unlikely in the long 
run. Therefore as a measure to forecast the return of the property asset in the long-term run (above 10 years 
in the foreseeable future), we use 5yr South Africa GDP growth rate.   

Recommendations and implementation 
FIS recommends to de-lever the balance sheet for the following reasons: 

o De-levering the balance sheet reduces total Net Debt which is in line with AMANGO’s KPI. (Appendix 5) 
o It is expected to raise AMANGO’s credit rating that will result in current credit spread reduction of 30 

basis points. 
o Reduce overall company’s cost of fund or financial expense through debt cuts and declining cost of 

debt. 

Comply with the 26% black-owned policy 
AMANGO should comply in order to maintain good relations with the government and local workforce, because 
it showcases AMANGO’s commitment in empowering the black community. However, AMANGO needs to 
inform the current stakeholders that this action is one of the means to have good governmental relations, which 
in turn supports operational activities. 
Negotiate with the South African government regarding the black economic empowerment program 
AMANGO needs to communicate with the government regarding its active participation in the empowerment 
program, in hopes to negotiate on the issue of returning all mining permits and 10% royalties, and potential 
share sales by the PIC. 
Design and implement community development programs 
In an attempt to offset the negative impact of laying off 100,000 employees, AMANGO needs to invest in 
developing the community, also by implementing more social activities. 
 

5. Joint Venture in Canada 
Situation After deciding to continue coal mining in Canada with its JV partners, Cephas, AMANGO and 
Cephas are about to commence their 1st coal mining project with a ‘standalone long wall mining’ method that 
is costly and require 2 years of construction. Management is faced with 3 construction design choices of 
different size and depth. 

Long wall mining construction 
Timing  
FIS has made several assumptions related to the calculations for expected values of each designs: 

1. Supply of coal at the location equals demand of coal which is 7.5 million tonnes 
2. 7.5 million tonnes of coal can be all sold in 2 years, by 2021 
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Evaluation of design options 

 

Justification 
Although a small panel is a safer alternative because the roof is less likely to collapse, a shallow mining level 
increases the risk of subsidence. On the other hand, a large panel means a higher ability to recover coal, however 
it puts the workforce under riskier circumstances in case the roof collapses, and at the same time also increases 
the risk of subsidence. Hence, a medium size and depth is the safest option.  

Recommendations and implementation 
Firstly, FIS Consulting recommends the development and implementation of sustainability reporting. Secondly, 
even though calculations are based on current prices, FIS Consulting believes that with restricted supplies from 
big players like China due to stringent regulations, and the surging demand from Southeast Asia, along with 
other developing countries, AMANGO and Cephas would benefit from the construction of the longwall. 
Considering the risk, operational safety, and value of the chosen option, FIS consulting recommends 
management to choose Design 2: Medium size and depth. 

• Design, develop and implement effective sustainability reporting 
 Sustainability Report 

FIS Consulting recommends AMANGO publish sustainability reports annually and include the targets 
for each section, such as the target for carbon dioxide emission, water savings, and energy savings. 
These targets are necessary in building a more sustainable business, increase efficiency and reduce 
environmental costs. AMANGO should also account for environmental costs as they can be quite 
hefty. It should note that in its non-financial data statement, in 2016, AMANGO’s water usage has 
increased 13.26% from 2015.  
These environmental costs include: 

1. Prevention costs : Costs incurred to prevent waste production, such as pollution prevention, global 
warming prevention (related to energy saving), the acquiring of ISO14001, the development of 
environmental management system (EMS) 

2. Environmental detection costs: Costs incurred for auditing environmental activities, developing 
evaluation measures, measuring contamination levels. 

3. Environmental internal failure costs : Costs incurred by operating pollution control equipment, obtaining 
license to produce contaminants, recycling waste 

4. Environmental external failure costs: Costs incurred from restoring surrounding area, greening to make 
up for water usage as well as other corporate social investments, the cost of losing license if AMANGO 
does not comply with regulations, employee health expenses. 

 
By keeping track of contaminant emissions, AMANGO can relate this information to its revenues, and 
help set a boundary to its production capacity to prevent detrimental effects on the environment. This 
accounting method can also assist internal decision making. FIS recommends the life cycle costing 
system, which is to take into account all costs from the commodity acquiring process to future costs 
related to environmental restoring.  
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• Joint venture with Cephas : 
Step 1 : Reevaluate legal agreements of JV 

AMANGO and Cephas need to ensure that legal agreements are clear and the JV will be 
beneficial for both parties.  
Joint Venture with Cephas 
In order for the JV to benefit both parties, AMANGO and Cephas need to establish an 
agreement on each of the following issues: 
• Designate responsibilities:  A 50-50 joint venture is prone to the risk of encountering a 

deadlock. FIS Consulting recommends AMANGO and Cephas further split ownership to 
51:49. This is due to 2 reasons: 1) AMANGO has more field experience; 2) AMANGO is 
already exposed to bad publicity and needs to redeem itself by ensuring quality decisions 
are being made on behalf of its venture.  

• Designate exit strategy clauses: Develop a possible exit strategy that is not disadvantageous 
to any one party. FIS Consulting recommends both parties to agree upon a ‘first right of 
refusal’, in the case that coal prices show further decline and one party decides to exit 
without considering the other party. 

Step 2 : Conduct extensive research on location to minimize negative impact 
Research needs to be conducted to evaluate the conditions of potential locations, to maximize 
safety & health measures of workforce, minimize subsidence effects, and other negative 
environmental impacts. Construction design should also be processed carefully to prevent faulty 
designs.  

Step 3 : Proceed with construction of Design 2 
Quinta should proceed with construction. 

Step 4 : Ensure safety standards are being held during construction and operation 
Communicate with workers regarding the importance of safety standards. 

Step 5 : Design and implement corporate social responsibility activities 
Quinta should promote environmental and community recovery with corporate social 
responsibility activities. 

 

6. Managing divisional performance group-wide 
Situation AMANGO uncovers dysfunctional behaviors from employees to depict a pretty picture of the 
operational activities during the evaluation the current system of rewarding workforce. 

Evaluation of management’s concerns 
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Recommendation and implementation 
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Ethical, Socio-political, and Environmental Issues  
Increasing Operational Safety & Health Standard Procedure 

 

New technology to minimize energy and water consumed 

 

Balance Sheet De-leverage Issue 
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Appendix 1: Industry Outlook 
Coal 
Coal prices made an impressive rebound in 2016, as a consequence of shrinking supply size from significant 
producers such as China, Indonesia and India. Oil price resurgence also adds to the mix in driving coal prices up. 
However, there is little evidence that this is a sustainable recovery because of the preference for global de-
carbonization. Prices are expected to be more muted in 2017 in response to a more stabilized supply. 
Coal Price Recovery Offers a Glimpse of Hope to the Global Coal Mining Industry: But the Effect is Unlikely to Last 
Long, Euro monitor, and January 2017  
 
Nickel 
Low demand for nickel (primarily in China) has dragged the commodity price down, losing 40% of its value in 
2015 and prices hit a 12-year low in early 2016. This lackluster of demand is primarily caused by slow 
infrastructure growth in China. However, in 2016, the Philippines, which exports around 25% of global mined 
nickel supply, suspended eight nickel mines and put another 14 on notice. The disruptions on one of the world’s 
biggest nickel exporter could drive nickel prices up in the mere future. 
 
PGMs 
South Africa holds the world’s largest PGM reserve. PGM price level has shown sluggish progress in the past few 
years and production remains constrained due to challenging labor relations and the growing input costs. The 
PGM market is expected to continue its growth due to the growing amount used in the auto catalyst industry. 
Johnson Matthey, PGM Market Report November 2016 
 
Diamonds 
Diamond has always shown endurance as shown by its past performances. It had gone through a period of 
growth from 2012-2014, followed by a less attractive phase in 2015 due to lethargic demand levels, and sales 
had yet managed to rebound once again in 2016, although prices remained static. Nevertheless, there is a 
positive outlook surrounding this market which largely relies on demands from the US, and also the growing 
middle-class group in emerging countries such as China and India.  
Bain & Company, The Global Diamond Industry 2016: Enduring Allure of Timeless Gems 
 
Copper 
Copper prices has had a horrid time in the past few years due to sluggish demand from the Chinese market. 
However copper prices has felt a moderate increase at the end of 2016 with its price rising from $4,853 in 31st 
October 2016 to $5,837 in 31st March 2017. Copper price trend is forecasted to continue to increase due to two 
underlying reasons; (1) two of the world’s biggest mines in Chile and Indonesia has halted productions due to 
labor strikes and problems in renewing their mining permit. (2) Increasing infrastructure plans in China, U.S. and 
South East Asia to take place. 
 
Iron Ore 
Similar with Copper, iron ore’s main demand comes from infrastructure needs. The huge infrastructure plans 
from U.S., China and numerous countries in South East Asia region will be a primary driver for iron ore 
demands in the foreseeable future.   
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Appendix 2: Ashridge Matrix, BCG Matrix, and Financial Performance Analysis 
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Appendix 3: Strategic Disposal in Brazil – Company Valuation 

 

Appendix 4: Balance sheet de-leverage – Asset Valuation 
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Appendix 5: Statement of Financial Position Forecast 
Statement of Financial Positions 
(Figures are expressed in USD 

millions) 
2015 2016 

Operational 
risk in 

Australia 

Strategic 
disposal 
in Brazil 

Balance Sheet 
deleverage Strategic 

JV in 
Canada 

Repayment 
of short 

term 
liabilities 

After Sale 
of Assets 

After de-
leverage 

ASSETS                 

Current assets                 

Cash and cash equivalents 6,748 6,895 6,760 7,810 15,994 7,835 7,792 6,292 

Derivative financial assets 147 689 689 689 689 689 689 689 

Trade and other receivables 2,568 1,983 1,983 1983 1,983 1,983 1,983 1,983 

Inventories 4,720 4,051 4,051 4051 4,051 4,051 4,051 4,051 

Current tax assets 125 152 152 152 152 152 152 152 

Total current assets 14,308 13,770 13,635 14,685 22,869 14,710 14,667 13,167 

Non-current assets                 

Financial assets investments 1,266 846 846 846 846 846 846 846 

Trade and other receivables 745 539 539 539 539 539 539 539 

Investments in JV 4,376 1,817 1,817 1,817 1,817 1,817 1,817 1,817 

Property, plant and equipment 38,475 29,621 29,756 29,756 23,355 23,355 23,399 23,399 

Intangible assets 3,912 3,394 3,394 3,394 3,394 3,394 3,394 3,394 

Other current assets 2,928 1,999 1,999 1,999 1,999 1,999 1,999 1,999 

Total non-current assets 51,702 38,216 38,351 38,351 31,950 31,950 31,994 31,994 

Assets classified as held for sale 0 27 27 27 27 27 27 27 

TOTAL ASSETS 66,010 52,013 52,013 53,063 54,846 46,687 46,687 45,187 

LIABILITIES                 

Current liabilities                 

Trade and other payables 3,515 2,753 2,753 2,753 2,753 2,753 2,753 2,753 

Short term borrowings 1,618 1,649 1,649 1,649 1,649 1,649 1,649 149 
Provisions for liabilities and 
charges 680 620 620 620 620 620 620 620 

Current tax liabilities 375 340 340 340 340 340 340 340 

Derivative financial liabilities 539 477 477 477 477 477 477 477 

Total non-current assets 6,727 5,839 5,839 5,839 5,839 5,839 5,839 4,339 

Non-current liabilities                 

Trade and other payables 25 26 26 26 26 26 26 26 

Medium and long term borrowings 16,917 16,318 16,318 16,318 16,318 8,159 8,159 8,159 

Retirement benefit obligations 1,073 667 667 667 667 667 667 667 
Other non-current financial 
liabilities 9091 7804 7804 7804 7804 7804 7804 7804 

Total non-current liabilities 27,106 24,815 24,815 24,815 24,815 16,656 16,656 16,656 

Liabilities associated with assets 
classifies as held for sale 

0 17 17 17 17 17 17 17 

Total liabilities 33,833 30,671 30,671 30,671 30,671 22,512 22,512 21,012 

EQUITY                 

Share Ordinary capital 772 772 772 772 772 772 772 772 

Share premium account 4,358 4,358 4,358 4,358 4,358 4,358 4,358 4,358 

Own shares -6,359 -6,051 -6,051 -6,051 -6,051 -6,051 -6,051 -6,051 

Other reserves -7,205 -10,811 -10,811 -10,811 -10,811 -10,811 -10,811 -10,811 

Retained Earnings 34,851 28,301 28,301 29,351 31,134 31,134 31,134 31,134 
Equity attributable to the 
shareholders 26,417 16,569 16,569 17,619 19,402 19,402 19,402 19,402 

Non-controlling interests 5,760 4,773 4,773 4,773 4,773 4,773 4,773 4,773 

Total equity 32,177 21,342 21,342 22,392 24,175 24,175 24,175 24,175 

Total LIABILITIES & EQUITY 66,010 52,013 52,013 53,063 54,846 46,687 46,687 45,187 
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