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34. Commitments 
Capital expenditure commitments on property, 

plant and equipment
Capital expenditure authorised and contracted for 796 992 716 887
Capital expenditure authorised but not contracted for 3 320 745 3 320 548

Total 4 116 1 737 4 036 548

In accordance with the Competition Commission 
settlement agreement concluded in the current 
year, ArcelorMittal South Africa is committed 
to spend additional capital expenditure of  
R4 600 million over five years subject to 
affordability and feasibility. In total, R947 million 
has been invested in various projects in the 
current year. 

Operating lease commitments
Plant, equipment, vehicles and buildings
The future minimum payments under non-cancellable 

standalone and embedded operating leases are:
– Less than one year  21  28  20  23 
– More than one year and less than five years  89  92  81  64 
– More than five years  –  –  –  – 

Total  111  120  100  87 

None of the individual operating leases resulted in significant leasing arrangements.

35. Subsequent events
Designation
Designation relating to steel products and components for construction was approved in January 2017.

Fair pricing
The fair pricing model for flat steel products has been finalised and was implemented by the company but remains subject to final 
government approval. In terms thereof, the company may not charge more than an agreed basket price for various flat steel products.

The directors are not aware of any other matter or circumstances arising since the end of the financial year to the date of this 
report, not otherwise dealt with in this report or in the group and company annual financial statements that would significantly 
affect the operations, the results and the financial position of the group and company.

36. Going concern
Due to the strengthening of the rand/US dollar exchange rate, weak local market demand and influx of cheap imports into the 
country, ArcelorMittal South Africa Ltd expects sales volumes to remain flat for the next 12 months, which will be mitigated 
by import substitution and new products, namely heavy structural products from Evraz Highveld. Export markets are likely  
to be more resilient, namely Africa Overland; however, authoritative projections being that Africa will experience demand growth  
in the order of 4%. 

While the group continues to benefit from the full support of ArcelorMittal Holdings AG, ArcelorMittal South Africa Ltd has invested 
in various initiatives to return the company to profitability. These initiatives include improvement in capital expenditure projects, 
restructuring the balance sheet by converting short-term borrowing facilities to medium-term debt and new products and markets. 

Based on the group’s 12-month funding plan, a letter of support from ArcelorMittal Holdings AG and the initiatives detailed above, 
the board believes that the group will have sufficient funds to pay its debts as they become due over the next 12 months, and 
therefore will remain a going concern. The group would like to re-emphasise that the local steel industry continues to be threatened 
by imports entering the market, primarily from China, hence safeguard measures are important despite the positive progress on 
designation initiatives to date. Shareholders are cautioned that certain management initiatives as well as other government 
initiatives, including the fair pricing mechanism, safeguards, and designation are key to ensure the sustainability of the group, 
and should these initiatives not materialise in improved sales growth in the next 12 months, there remains a material uncertainty 
regarding the ability of ArcelorMittal South Africa Ltd and the local steel industry to continue operating without significant 
structural changes.

  


