petmin

Annual Review 2009



Vision

Petmin’s vision is to continue to develop into an international multi-commodity
mining company, focusing on quality cash-producing assets or quality
projects that can deliver significant earnings enhancements within
a three- to five-year period.

1. Moulding a disciplined
and innovative management
team by:

Demonstrating entrepreneurial flair at both
the corporate and the operational level

Acting at all times with the sense of
responsibility and quality of judgement
to be expected of owners

2. Developing a culture of
discipline throughout the
group that applies to:

Risk management

Code of conduct

Thought processes

Stakeholder communication

Safety, health and environmental
compliance and performance in order to
achieve continual improvements

The execution of all tasks

Adherence to statutory requirements

3. Managing our businesses
to ensure sustainable

organic growth with a
specific focus on:

Cost management

Margin improvement

Cash flow management to ensure
sufficient liquidity

Efficient logistics and product
distribution channels

Risk management

Return on equity

Innovation

4. Acquiring value-adding
businesses and projects to meet
our key investment criteria:

Preferably in one or more of the following
commodities — coal, industrial minerals, iron
ore, chrome, manganese, base metals and
niche commodities

Cash-producing or quality projects that can
deliver significant earnings enhancements
within a three- to five-year period

Internal rate of return of more than 20%

Quality management in place

Generating a minimum of US$6 million
pre-tax profit per year

Involved in maximising trading opportunities

trty

Petmin’s strategy has six pillars

5. Bringing life to the
Mining Charter by:

Embracing the fundamental principles
of empowerment at all levels

6. Improving the Petmin

brand and the rating and

tradeability of Petmin’s
shares by:

throughout the Group

Ensuring that all mineral rights are converted

Ensuring up-to-date, quality information

is provided to all shareholders

to new order mineral rights

Making sure Mining Charter Scorecard and
Social and Labour Plan commitments are
effectively implemented and monitored

Ensuring open dialogue and good relations
with the local communities around
our operations

Developing good relationships with key
stakeholders

Being transparent in our reporting
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These pillars will continue to underpin Petmin’s strategy.
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During the period under review, Petmin held two
operating assets and a development project — the
SamQuarz silica mine, the Somkhele anthracite
mine and a 25% interest in the Veremo pig-iron
project — as well as a 100% interest in
Petmin Logistics.

SamQuarz is the largest producer of high-quality
silica in South Africa with run-of-mine (ROM)
production of 1.4 million tonnes a year. Somkhele,
which was commissioned in June 2007, is one of the
country’s largest producers of high-quality
anthracite for local and export markets. Somkhele
has plant capacity of approximately 1.4 million ROM
tonnes per year. Petmin Logistics has a contractual
agreement with Transnet Port Terminals for the
exclusive use of an export facility for 600,000 tonnes
a year at Richards Bay Dry Bulk Terminal.

The Group supplies to blue-chip customers in
the metallurgical and industrial sectors, including
Xstrata South Africa (Pty) Ltd, Samancor Limited, ASA
Metals, Siltech, Assmang Limited, PFG — a division of
PG Group, Consol Limited and Nampak Limited.

Petmin has SAMREC-compliant anthracite reserves
and resources of 51.2 million tonnes (over Areas
1 to 3, and additional resources of approximately
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24 million tonnes confirmed by Snowden Mining
Industry Consultants in June 2009), and quartzite
reserves of 60 million tonnes. The extent and quality of
the Veremo resource will be finalised in the first
quarter of 2010.

The Company has a strong balance sheet, with
gearing of Only 9.97%. A cash reserve position
of R176 million and undrawn bank facilities of
R150 million ensures that Petmin has the financial
capacity to meet working capital requirements, to
fund its project development pipeline, and to
underpin potential acquisitions.

Petmin has an experienced corporate and
operational management team with a track
record of making value-enhancing acquisitions and
disposals, and of improving the operational
efficiencies of the businesses acquired.

The shareholding by black economic
empowerment (BEE) groups is currently 36%.

Management and directors currently have a significant
shareholding interest in Petmin and are aligned with
shareholders’ interests. The Group is actively involved
in community development through its projects
at SamQuarz and Somkhele. At the end of the financial
year, the Company employed 652 people (including
contractors).

Board of Directors

The Board of Directors comprises Piet Nel*
(Chairman), Lebo Mogotsi (Deputy Chairman), Jan du
Preez (CEO), Bradley Doig (COO0), Bruce Tanner
(Financial Director — effective 1 July 2009), Enrico
Greyling*, lan Cockerill*, Alwyn Martin*, Johan
StrijJdom™* and John Taylor*.

* Non-executive director

AIM: PTMN
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Group structure and key shareholders

Group structure*

?

Veremo Holdings
(Pty) Ltd
(Pig-iron project)

Tendele Coal Mining Petmin Logistics
(Pty) Ltd SamQuarz (Pty) Ltd (Pty) Ltd
(Somkhele (Silica mine) (Export facility
anthracite mine) at DBT)

* Springlake Holdings disposal effected on 29 June 2009

Key shareholders

BEE South African Free float International
shareholders financial institutions shareholders

]
Include: Include: Include:
Dark Capital (Pty) Ltd PSG " Black Rock
Lebo Mogotsi Investec Ranmank
Popcru Investments CoroCapital UBS AG London
Umsobomvu Coal (Pty) Ltd PIC Equities
Furniture Bargaining Council Peregrine Merrill Lynch Pierce
Lebone Resources (Pty) Ltd NAMF

Old Mutual

Fenner and Smith Inc

Jefferies & Company Inc

Management, directors and BEE _— Clariden Leu
shareholders together own 45% MacQuarie Securities SA

of Petmin’s issued share capital. -

==,
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Delivering on our strategic promises

To mould a disciplined and innovative

management team with entrepreneurial flair,
at corporate and operational levels

 Restructuring of senior management to ensure effective management
of operations and succession planning at both Somkhele and
SamQuarz completed as follows:

* Johan Gloy relocated from SamQuarz to take up position of CEO of
Somkhele; worked alongside former incumbent Mark Snelling for
six months;

* Shenaaz Ghanchi promoted to Financial Manager at Somkhele;

* Andre Knopjies promoted from Plant Manager to General Manager
and Ngwedi Mabilo appointed as Mine Manager at SamQuarz;

* Juanita Allison recruited as Financial Manager at SamQuarz; and

* Rory Govender relocated from Somkhele to SamQuarz as
Engineering Manager.

* At a corporate level, Bruce Tanner appointed as Financial Director of
Petmin with effect from 1 July 2009.

 Performance-based incentive schemes continue to be the basis for
remunerating management at all Petmin operations, and have instilled
a culture of ownership.

* The Executive Committee contracts have been renegotiated for
another three years and the team will continue to be remunerated
according to performance. Alignment with shareholders is ensured by
the executives holding significant equity. They increased their interest
by exercising 11.5 million options during the past year.

To develop a culture of disciplined

thought, communication, safety and action

* Risk management: a comprehensive risk register is updated and risks
are managed, monitored and reviewed on a regular basis. Reports are
presented to the Board every quarter.

* Reporting: financial reporting and other systems have been set up at
Somkhele to ensure quality and timeous information; processes are
being refined to improve reporting on environmental issues. High-
quality reporting and management systems are in place at SamQuarz.

* Safety:

* preliminary results of a NOSA safety audit conducted at SamQuarz
showed improvement from 82.99% to 92.28% in 2009, giving the
operation a five-star rating;

* SamQuarz’s LTIFR was 0.25 and Somkhele’s LTIFR was 0.29;

* no fatalities occurred at SamQuarz or Somkhele; and

* internal safety audit processes were conducted at regular intervals.

¢ Communication: channels of communication between Petmin’s
operations and key stakeholders (employees, contractors,
communities and regulators) have improved; regular meetings were
held with stakeholders to address issues and strengthen relations.

To manage our businesses to ensure

sustainable organic growth, focusing on margin
improvements and cash flow management

* Performance improvements have been achieved at all Petmin
operations as outlined below.
SamQuarz

¢ Consistently strong operational and financial performance at
SamQuarz with sales volumes and profits maintained despite
the global financial crisis:

annual production of 1.33 million tonnes of silica and chert

(2008: 1.39 million) and sales of 1.5 million tonnes of silica

and chert (2008: 1.4 million tonnes); and

profit before tax of R48 million compared to R47 million in 2008.

e Continued pursuit of growth opportunities in the construction and
foundry industry to supplement sales to the glass manufacturing
and metallurgical sectors.

* Completed a SAMREC-compliant exploration programme to
delineate the orebody which resulted in proven and probable
reserves increasing to approximately 60.64 million tonnes of silica
and 11.48 million tonnes of chert, and life of mine in excess of 40 years.

* Capital expenditure focused on ensuring a long-term sustainable
mining operation and increasing production capacity in the plant to
ensure demand from customers is met.

* Installation of an emergency generator completed in the six months
to 31 December 2008.

» Renegotiated a R4o-million, four-year-term, asset-based facility with
Standard Bank.

Somkhele

* Restructured Tendele Coal Mining (Pty) Ltd to be a direct subsidiary of
Petmin Limited post the sale of Springlake Holdings.

* Improved sales prices achieved but demand declined further during
the second half of FYog.

* Long-term export agreement shielded Somkhele from the sharp
decline in international demand for anthracite during the six months
to June 2009.

* Renegotiated long-term export contract — over four years at
200,000 tonnes a year — for the period after 30 June 2009 to
accommodate poor international market for anthracite.

* Drilling programme concluded with main focus on delineation of
additional reserves and resources. Results were confirmed by
Snowden Mining Industry Consultants and resulted in SAMREC-
compliant resource of approximately 24 million tonnes being
delineated in areas in close proximity to the current plant.

* Completed the construction and erection of a rotary breaker.

* Product stockpiling capacity increased through development of
pit-room and construction of workshops and terraces.

e Sufficient pre-stripping of the overburden in the pits completed
to ensure that reduced development expenditure does not affect
production.

* Key focus on the local market.
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Somkhele well-positioned to take advantage of any increased
demand.
Increased credit facilities with Standard Bank, currently R1o million
overdraft and Rgo-million asset-based facility.

Veremo
Detailed infill drilling programme under way to determine final ore
quality and to differentiate between weathered and massive zones.
Updated Competent Person’s Report will be published in the first
quarter of 2010.
Evaluating standard pig-iron production processes for comparative
purposes.

Springlake
Sale of Springlake Holdings concluded on 29 June 2009. Global
market conditions declined dramatically during delays encountered
in meeting all the conditions precedent. Final sale adjusted
accordingly with result that the company received proceeds of
R85 million —a R79 million consolidated loss on the sale.
Springlake’s increased profits for the financial year mainly due to
exceptional sales prices secured on a spot export vessel in the

six months to 31 December 2008.

e |nstitutional and brokers’ interest in Petmin has increased as has the

number of requests from analysts to cover the Company.

* Investor roadshows well attended and well received; regular visits
paid to major shareholders to update them on Petmin’s activities;
and presentations made at coal conferences to promote Somkhele
anthracite.

* The Petmin website continues to be an effective medium for
disseminating information to shareholders and other key stakeholders
and is a great tool for creating awareness about the Group and its

activities. Website information is updated on a regular basis.

To acquire value-adding businesses that

meet our investment criteria

® Petmin acquired the remaining 30% interest in Petmin Logistics from
the minority shareholders to bring its holding to 100%. Petmin
Logistics has contracted with the South African Port Authorities to
provide a dedicated export facility at Richards Bay for a minimum of
600,000 tonnes per year for four years.

 Petmin increased its effective interest in Veremo Minerals (Pty) Ltd,
a subsidiary of Veremo Holdings Limited in which the mining of the
ore will be conducted, to an effective 34.9% (2008: 25%) economic
interest; retains a 25% interest in the remainder of the project.

 Shortly after 30 June 2009, the Group’s cash position improved with
R85 million received for the sale of Springlake Holdings.

* The Executive Committee (Exco) pursued a number of opportunities
in the 12 months to June 2009, but comprehensive due diligence
procedures showed that these prospects did not meet the
Company’s investment criteria.

© Petmin’s strong balance sheet and cash reserves as well as current
market conditions position the Company well to evaluate other

growth opportunities and potential acquisitions.

To improve the rating and tradeability of

Petmin’s shares

* Our analysis indicates that our institutional shareholder base is
stable. Given the tough economic conditions affecting resources

companies, this shows institutional confidence in the future of Petmin.

To bring life to the Mining Charter by embracing
the fundamental principles of empowerment

at all levels of our business and to ensure all
mining titles required are converted to new
order mineral rights

© Petmin was rated fourth-best empowered JSE listed company in the
resources sector in the Financial Mail/Empowerdex Top Empowerment
Companies Survey 2009.

* BEE equity continually monitored and managed to ensure it is
maintained above the 26% Charter requirement. Petmin maintained its
BEE shareholding at 36% even in the current tough economic climate
when a number of BEE transactions collapsed.

* SamQuarz mining right conversion application was approved in
April 2009, and is valid for 30 years.

* Veremo’s five renewals of new order prospecting right applications were
approved in May 2009.

* Only old order mining right conversion still outstanding is for Areas
2 and 3 at Somkhele; Exco proactively following this up with Department
of Mineral Resources to ensure prompt processing of the application.

* Measured against the requirements of the Mining Charter, the Group’s
performance has improved significantly in the following areas: women in
mining, Adult Basic Education and Training, and procurement. Acquiring
and developing the right skills sets from the ranks of historically
disadvantaged South Africans (HDSASs) for senior management positions
at Somkhele remains a challenge, but is being managed.

* BEE certification of SamQuarz and Somkhele operations to comply
with supply contracts under way.

e Currently reviewing training programmes at SamQuarz and Somkhele
to ensure alignment with Mining Qualifications Authority accreditation
requirements.

* Board kept up to date with developments regarding proposed
legislative changes and potential impact on the Group.

* Continue to engage with communities through mine community forums.




Financial

» Headline earnings per share
increased by 46% to 22.29 cents

despite difficult trading conditions.

« Profit before tax and separately
disclosed items rose by 52% to

R173 million.

* Revenue went up by 18% from

R667 million to R789 million.

e Cash resources of R176 million
and undrawn bank facilities of

R150 million at 30 June 2009.

* Net cash flow from operating activities

increased by 43% to R225 million.

e Fully diluted net asset value per

share rose by 11.5% to 190.14 cents.

e Effective economic interest in Veremo
Minerals (Pty) Ltd increased t0 34.9%
(from 25%).

« Ratio of interest-bearing debt to

equity of 9.97% (2008: 6.99%).
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@ Nine months of SamQuarz

@ Seven months of Springlake

() One month of Somkhele

@ Profit on acquisition of 25% of Veremo. No impact on HEPS only EPS

) Profit on acquisition of 9.9% of Veremo Minerals. Loss on sale of Springlake.

No impact on HEPS only EPS
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Operational

e Updated SAMREC-compliant Competent
Person’s Report at SamQuarz confirms
proven and probable reserves of
60.64 million tonnes of quartzite and
11.48 million tonnes of chert, resulting
in a life of mine in excess of 40 years.

SAMREC-compliant exploration
programme at Somkhele yields an
additional 24 million tonnes of
anthracite resources contiguous
with current operations.

Capital expenditure of R291 million
to secure the long-term sustainability of
current mining operations.

Successful renewal of all five new
order prospecting rights at Veremo.

Conversion of mining right at
SamQuarz approved - valid for
30 years.

NOSA safety audit awards SamQuarz
five-star rating.

Remaining 30% of Petmin Logistics
acquired - Petmin now wholly owns the
subsidiary and has a dedicated export
facility for a minimum 600,000 tonnes

of product per year for four years.

Petmin ranked fourth in the JSE
Resources Sector in the Financial Mail
Empowerdex 2009 Top Empowerment
Companies survey.

Anthracite — ROM tonnes, Sales tonnes produced, Tonnes sold
and Revenue (includes Springlake)
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Johannesburg
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AFRICA e

Major towns

® Petmin operations, projects
Port Elizabeth

Cape Town

Netsprmt. @ Ladysmith
Richards Bay

Kwazulu-Natal
Province Somkhele
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Veremo pig-iron project Somkhele anthracite mine
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SamQuarz

Date of acquisition:
Location:

Type of operation:
Commodity:

Reserves and Resources:

Current production level:
Plant nominal capacity:
Mining rights status:

Total number of employees:
Current markets:
Competitive advantage:

Capital expenditure FY09:

September 2004; in operation since 1955

10km east of Delmas, Mpumalanga Province

Open pit

High-quality silica and chert

Quality deposit with 60.63 million tonnes of proven and probable reserves of quartzite and 11.48 million tonnes
of chert (updated October 2008)

1.33 million ROM tonnes a year

Silica plant — 1.5 million ROM tonnes; chert plant — approximately 0.75 million ROM tonnes

New order mining right conversion approved and valid for 30 years

251 (including contractors)

Metallurgical, glass and construction industries in South Africa

High-quality deposit/resource; long life of mine (LOM) — over 40 years; technologically advanced processing plant;
close proximity of mine to key customers on long-term offtake agreements

R16.33 million
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Key assets (continued)

Somkhele

Date of acquisition:
Location:

Commodity:

Reserves and Resources:

Extent of orebody:
Cost of developing mine and

plant to date:
Date of commissioning:

Type of operation:
Current production level:
Plant nominal capacity:
Mining rights status:

Total number of employees:
Current markets:
Competitive advantage:

Capital expenditure FY09:

November 2005 in pre-feasibility stage

85km north-east of Richards Bay, KwaZulu-Natal Province

High-quality anthracite

24 million tonnes of proved and probable reserves in Areas 1 and 2. Additional resources of 24 million tonnes
delineated and verified by Snowden Mining Industry Consultants in June 2009. Coal reserves and resources
underlain by four coal seams

23,000ha of land under exploration in Areas 4 and 5; current mining operation located in Areas 1, 2 and 3,
covering 1,400ha

R672. 7 million

June 2007

Open pit

1.1 million ROM tonnes a year

1.4 million tonnes a year, bulk mining

New order mining right over Area 1; new order prospecting right over Areas 4 and 5. Awaiting approval of
conversion of old order mining right over Areas 2 and 3

375 (including contractors)

Global metallurgical industry

Anthracite products with low phosphorus and sulphur contaminants, and very high vitrinite content; proximity
to Richards Bay (85km); 600,000 tonnes dedicated export facility secured at Richards Bay Dry Bulk Terminal;
23,000 ha of land under exploration

R263.41 million
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Orebody:

Shareholding in Veremo and

key partner:

Project status:

Planned production date:
Anticipated cost of development:
Infrastructure and logistics:

Potential pig-iron project

Titaniferous magnetite ore outcropping on surface

May 2008

25% Petmin, 75% Framework Investments Limited (100% subsidiary of Kermas Limited); Petmin’s

effective economic interest in Veremo Minerals (Pty) Ltd is 34.9%

Eastern Bushveld, near Stoffberg, Mpumalanga Province

Development project

Magnetite with 42% iron and 14% titanium dioxide

Resource is currently being verified by consultants; updated statement to be released in first quarter of 2010
Five contiguous farms covering 2,989ha of land. Renewal of prospecting rights approved in May 2009
Comprehensive exploration programme undertaken: initially drilled 9o holes equating to 6,00om. Additional
40 holes, equating to about 1,000m of triple core drilling, commissioned. Average depth per drill hole, 32m;
306 trenches and 15 pits excavated

2013-14

US$300 million

Well situated, close to existing power and rail infrastructure; water supply in close proximity

Petmin Annual Review 2009



Dear shareholder

This has undoubtedly been a tough year.
The global economic recession had a
severe impact on the mining sector and
presented us with a number of challenges.
Demand for commodities dropped
significantly, triggering a sharp decline in
prices and large cutbacks in production.
The global credit squeeze limited the

ability of mining companies to access debt
and equity markets to fund ongoing
operations and new projects.

However, by remaining focused on our
long-term strategy, we have not only
weathered the storm, but are on a sound
financial and operational footing, well-
positioned for future growth as the
demand for commodities improves.

Strong financial performance

Our financial results for the year ended 30 June 2009 were strong
despite difficult trading conditions, with a 52% increase in sustainable
profit before tax of R173 million. Headline earnings per share (HEPS)
were up by 46% to 22.29 cents (2008: 15.31 cents), and revenue
increased by 18% to R789 million (2008: R667 million).

This robust performance was primarily as a result of tight cost controls
at our operations, and record sales prices achieved at Somkhele for the
long-term export contracts secured in the latter part of the year.

Our strong balance sheet and cash position enabled us to conclude
exploration programmes and capitalise our operations appropriately
during a challenging economic environment. We spent R291 million on
capital projects, mainly on exploration and mine development to expand
Somkhele and SamQuarz. We intend to invest another R51 million in
capital expenditure in the year ending June 2010.

At 30 June 2009, Petmin had cash reserves of R176 million and undrawn
bank facilities of another Ri50 million. Net cash flow from operating
activities rose by 43% to R225 million. Our gearing at year-end was a
conservative 9.97%.

We managed to cushion the effects of a severe drop in demand for
anthracite from our flagship operation Somkhele. The crash in financial
markets resulted in a significant decrease in the demand for steel (our
product is used as a reductant in the steel and ferrochrome making
processes). Our main export market, which is Brazil, cut production of
iron ore, pig-iron and iron pellets by 70% almost overnight. The South
African ferrochrome producers mothballed more than 9o0% of their
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capacity. In June 2008 Somkhele had secured a four-year offtake
agreement with an international trading company for 1 million tonnes
spread evenly over four years at an average price of US$119 per tonne.

As demand for commodities started to decline sharply during the first
half of 2009, counterparty risk emerged as a leading risk facing many
mining companies that had entered into long-term off-take agreements.
This risk was more prevalent in the iron-ore industry, mainly because of
steel producers defaulting on raw materials agreements because they
were locked in at high prices. Tough market conditions resulted in the
market price for anthracite dropping below US$50.

We scaled down production at Somkhele in line with lower demand for
anthracite. We also delayed construction of the second washing plant.
Equally important was our ability to maintain adequate liquidity and
guarantee access to credit facilities.

We believe that this strategy has served us well, allowing us to emerge
from the tribulations of the past year in a strong position compared with
other junior mining companies.

With regard to current operations, we aim to elevate our substantial
inferred and indicated resources to proven resources at Somkhele,
which is well-placed to increase production to meet an increase in
demand. Improving market conditions will make it more favourable for
us to conclude acquisitions that satisfy our stated investment criteria.

Corporate activity

Petmin increased its effective economic interest in Veremo Minerals
(Pty) Ltd to 34.9% from 25%, and took over the role of overseeing the
exploration programme. Solid progress has been made on the feasibility
study of the project, with a further drilling programme using triple-tube

Petmin share price vs General Mining Index — (1 July 2008 - 30 June 2009)

1Julo8 | 1Augo8 | 1Sepo8 | 10cto8 | 1Novo8 | 1Deco8 | 1)an o9

Petmin Share Price (rebased) === General Mining Index (rebased)

Petmin share price 470c, 1July 2008 | Bl Petmin share price 195¢, 30 June 2009

General Mining Index -46%

drilling of 1,000 metres being commissioned. We expect an updated
Competent Person’s Report to be released by the first half of 2010.

Petmin now holds 100% of Petmin Logistics following the acquisition of
the 30% that was held by minority shareholders. Petmin Logistics has
contracted with the South African Port Authorities to provide a
dedicated export facility at Richards Bay for a minimum of
600,000 tonnes per year for four years.

We successfully disposed of Springlake Holdings (Pty) Ltd (Springlake)
which had become a non-core asset. The conclusion of the sale was
protracted mainly because of significant delays with Section 11
Ministerial approval during which period there was a dramatic change in
market conditions and sentiments turned negative. The sale was
finalised on 29 June 2009, at an adjusted sale/purchase consideration
of R85 million resulting in an IFRS accounting loss of R79 million.

During the past year we have been actively pursuing several major
deals, hence our trading under cautionary for the greater part of the
year. Our efforts have been frustrated by a combination of tough market
conditions, unrealistic valuations and the heavy debt burdens of
prospective acquisition targets. With the market starting to recover, we
are confident that as large mining companies continue to dispose of
non-core assets, there will be a number of acquisition opportunities for
us to consider.

Prospects and strategic focus
going forward

The global market crisis highlighted our strengths and weaknesses. This
resulted in the management team reviewing our core strategy, which
was formulated in 2004 and is outlined at the beginning of this report.

Volume (000)
25,000

20,000
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2
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I Volume of shares traded
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We remain committed to this strategy’s key elements of investing in the
right management, acquiring quality, cash producing assets or near-
cash assets with large deposits, ensuring tight management of costs
and protecting cash flows of existing operations while optimising
revenue, and embracing and living the spirit of the Mining Charter.

However, we have decided to harness our strengths and reduce our
business risk going forward. In essence we will investigate major
opportunities to increase the size of Petmin significantly and to this end
we are in the process of developing a strategy called ‘the business of
tomorrow’ that will expand and diversify our asset base both in terms of
commodity type and geographical location.

This process is now well under way and we hope to report results during
the course of the forthcoming financial year.

Black economic empowerment
support

Dark Capital (Pty) Ltd (Dark Capital) has been the leading black
economic empowerment (BEE) entity in Petmin since 2004. The stake
was acquired during 2004 at the same time when Petmin made its first
acquisition and acquired SamQuarz. Subsequent to this, Dark Capital
continued to acquire Petmin shares and, during November 2007,
acquired an additional 99 million shares from the New Africa Mining
Fund at R2.20 per share. Currently it has approximately 150 million

shares in Petmin, representing approximately 26% of the fully diluted
equity in Petmin.

It is common practice in empowerment transactions for the beneficiary
company to assist and facilitate the BEE entity’s investment, particularly
in the mining sector where BEE equity participation is central to securing
mining title.

To date, Petmin has not assisted Dark Capital with any acquisition of
Petmin shares. Due to the current funding structure of Dark Capital and
the recent collapse of the global share markets, which has had a severe
impact on Petmin’s share price, Dark Capital has come under increasing
pressure from its funders. This may have a negative effect on the size of
the BEE shareholding in Petmin, and thus also on the Company’s
business model. Operating as it does in the mining sector, Petmin
depends on its BEE status being above 26%. Without the required BEE
shareholding, we could put the approval of our outstanding prospecting
rights, renewal of prospecting rights and granting of new order mining
right applications at Somkhele in jeopardy.

In order to ensure that Petmin has a sustainable, well-funded BEE
shareholder, the Company has reached an agreement with Standard
Bank of South Africa Limited and Dark Capital on the terms reflected in
the Notice of annual general meeting to shareholders, and will require
approval by special resolution at the annual general meeting of the
Company in January 2010.
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Sustainable development

We recognise that the environment and social impacts of our mining
operations require significant executive and operational management
focus. During the past year, we actively engaged interested and affected
parties and supported the communities around our operations. Priority
was given to providing employment opportunities and skills training to
local communities. By year end, approximately 80% of our employees
(including contractors) at both Somkhele and SamQuarz were from the
areas surrounding our mines. For the coming year, our community
development projects will focus on building mobile clinics, training
centres, related infrastructure and supporting enterprise development
in the surrounding areas.

Our safety record for the year ending June 2009 had no fatalities and
very few reportable injuries at both SamQuarz and Somkhele. We are
committed to maintaining the highest safety standards at all of our
operations through frequent training and regular and clear
communication at all levels of our operations. In the future, we will strive
for an injury free working environment for our employees.

Board and management changes

We would like to congratulate Bruce Tanner on his appointment as
Financial Director of Petmin with effect from 1 July 2009.

During the past year, major restructuring of our operational
management team was undertaken in line with our growth strategy.
Johan Gloy was appointed Chief Executive Officer of Somkhele with
effect from 1 July 2009 and Shenaaz Ghanchi, Financial Manager.
At SamQuarz, Ngwedi Mabilo was appointed as Mine Manager and
Andre Knopjes as General Manager. Juanita Allison was recruited as the
new Financial Manager.

Dawie Warmenhoven resigned from the Board with effect from
28 February 2009. We are grateful for his efforts in building Petmin,
particularly his invaluable contribution during the Company’s
formative years.
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. Directors’ review of operations — Somkhele

Somkhele is an open-pit anthracite mine,
with a high-quality, 15-metre thick seam
deposit, located about 85 kilometres from
Richards Bay in KwaZulu-Natal Province.
Production began in June 2007.
Somkhele’s product is low in phosphorus,
sulphur and calcium, which makes it a
viable reductant for the titanium and
ferrochrome industries in South Africa,

and suitable for the pelletising and
sintering of iron ore. The mine has mining
rights over Areas 1, 2 and 3, covering
1,400 hectares, and new order prospecting

rights over Areas 4 and 5, amounting to
approximately 23,000 hectares.

Operational and Financial review

Somkhele produced 1.1 million run-of-mine (ROM) tonnes and sold
481,638 tonnes of anthracite in the financial year ending 30 June 2009.
The 4.8% decrease in tonnes sold compared with the previous year was
as a result of a significant decline in the international market for
metallurgical coal, and the South African ferrochrome industry reducing
production levels in the six months to June 2009. Somkhele’s long-term
export agreement meant that it was largely shielded from the reduction
in international demand.

Open-pit, ‘truck and shovel’ mining methods are employed at Somkhele in
a series of mini-pits, utilising a combination of pre-stripping and localised
roll-over where bulking factors and final void requirements permit.

A total of 206,356 tonnes of anthracite were mined from Pit A in the year
under review during which the fina