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Black Mountain Mining Proprietary Limited
Company Registration number 2005/040096/07

DIRECTORS’ RESPONSIBILITIES AND APPROVAL

The directors are required by the Companies Act of South Africa, 71 of 2008, to maintain adequate
accounting records and are responsible for the content and integrity of the annual financial statements
and related financial information included in this report. It is their responsibility to ensure that the
annual financial statements fairly present the state of affairs of the company as at the end of the financlal
year and the results of its operations and cash flows for the year then ended, in conformity with
International Financtal Reporting Standards.

The annual financial statements are prepared in accordance with International Financial Reporting
Standards and are based upon appropriate accounting policies consistently applied and supported by
reasonable and prudent judgments and estimates.

The directors acknowledge that they are ultimately responsible for the system of Internal financial
control established by the company and place considerable importance on maintaining a strong control
environment, To enable the directors to meet these responsibilities, the board sets standards for internal
control aimed at reducing the risk of error or loss in a cost effective manner, The standards include the
proper delegation of responsibilities within a clearly defined frameworls, effectlve accounting procedures
and adequate segregation of duties to ensure an acceptable level of risk. These controls are monitored
throughout the company and all employees are required to maintain the highest ethical standards in
ensuring the company’s business is conducted in a manner that in all reasonable circumstances is above
reproach. The facus of risk management in the company Is on identifylng, assessing, managing and
monitoring all known forms of risk across the company, While operating risk cannot be fully eliminated,
the company endeavours to minimise it by ensuring that appropriate infrastructure, controls, systems
and ethical behaviour are applied and managed within predetermined procedures and constraints.

The directors are of the opinion, based on the information and explanations given by management that
the system of internal control provides reasonable assurance that the financial records may be relied on
for the preparation of the annual financial statements. However, any system of internal financial control
can provide only reasonable, and not absolute, assurance against material misstatement or loss,

The directors have reviewed the company’s cash flow forecast for the year to 31 March 2018 and, in the
light of this review and the curvent financial position, they are satlsfied that the company has or has
access to adequate resources to continue in operational existence for the foreseeable future.

The external auditors are responsible for independently reviewing and reporting on the company's
anmual financial statements. The annual financial statements have been examined by the company's
external auditors and their report is presented on page 4.

The annual financial statements set out on pages 6 to 41 have heen prepared on the going concern hasis,
were approved by the board on the 24% of April 2018 and were signed on its behalf by:

e

IFNaidoo
Director
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Independent Auditor’s Report
To the shareholders of Black Mountain Mining Proprietary Limited
Report on the Audit of the Financial Statements

Qpinion

We have audited the financial statements of Black Mountain Mining Proprietary Limited set out on pages 8 to 41, which
comprise the statement of financial position as at 31 March 2018, and the statement of profit or loss and other
comprehensive income, statement of changes in equity and statement of cash flows for the year then ended, and notes to
the financial statements, including a summary of significant accounting policies.

In our opinion, the financiai statements present fairly, in all material respects, the financial position of Black Mountain
Mining Proprietary Limited as at 31 March 2018, and its financial perfermance and cash flows for the year then ended in
accordance with International Financial Reporting Standards and the requirements of the Companies Act of South Africa.

Basis for Opinion

We conducted our audit in accordance with International Standards on Auditing (ISAs). Qur responsibilities under those
standards are further described in the Auditor's Responsibilities for the Audit of the Financial Statements section of our
report. We are independent of the company in accordance with the Independent Regulatory Board for Auditors Code of
Professional Conduct for Registered Auditors {IRBA Code}, and other independence requirements applicable to
performing the audit of Black Mountain Mining Proprietary Limited. We have fuffilled our other ethical responsibilities in
accordance with the IRBA Code, and in accordance with other ethical requirements applicable to performing the audit of
Black Mountain Mining Proprietary Limited. We believe that the audit evidence we have obtained is sufficient and
appropriate to provide a basis for our opinion.

Other Information

The directors are responsible for the other information. The other information comprises the Directors' Report as required
by the Companies Act of South Africa. The other information does not include the financial statements and our auditor's
report thereon.

Our opinion on the financial statements does not cover the other information and we do not express an audit opinion or
any form of assurance conclusion thereon.

In connection with our audit of the financial statements, our respensibility is to read the other information and, in doing so,
consider whether the other information is materially inconsistent with the financial statements or our knowledge obtained in
the audit, or otherwise appears to be materially misstated.

If, based on the work we have performed, we conclude that there is a material misstatement of this other information, we
are required to report that fact. We have nothing to report in this regard.

Responsibilities of the Directors for the Financial Statements

The directors are responsible for the preparation and fair presentation of the financial statements in accordance with
International Financial Reporting Standards and the requirements of the Companies Act of South Aftica, and for such
internal control as the directors determine is necessary to enable the preparation of financial statements that are free from
material misstatement, whether due to fraud or error,
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In preparing the financial statements, the direclors are responsible for assessing the company's ability to continue as a
going concern, disclosing, as applicable, matters related to going concern and using the going concern basis of accounting
unless the directors either intend to liquidate the company or to cease operations, or have no realistic alternative but to do
s0.

Auditor's Responsibilities for the Audit of the Financial Statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are free from
material misstatement, whether due to fraud or error, and to issue an auditor's report that inctudes our opinion.
Reasonable assurance is a high level of assurance, but is not a guarantee that an audit conducted in accordance with
ISAs will always detect a material misstatement when it exists. Misstatements can arise from fraud or error and are
considered material if, individually or in the aggregate, they could reasonably be expected to influence the economic
decisions of users taken on the basis of these financial statements.

As part of an audit in accordance with |SAs, we exercise professional judgement and maintain professional scepticism
throughout the audit. We also:

+ |denlify and assess the risks of material misstatement of the financial statements, whether due to fraud or error, design
and perform audit procedures responsive to those risks, and obtain audit evidence that is sufficient and appropriate to
provide a basis for our opinion. The risk of not detecting a material misstatement resulting from fraud is higher than for
one resulting from error, as fraud may involve collusion, forgery, intentional omissions, misrepresentations, or the
override of internal control.

« Obtain an understanding of internal control relevant to the audit in order to design audit procedures that are appropriate
in the circumstances, but not for the purpose of expressing an opinion on the effectiveness of the company’s internal
controf.

« Evaluate the appropriateness of accounting policies used and the reasonableness of accounting estimates and related
disclosures made by the directors.

+ Conclude on the appropriateness of the directors’ use of the going concern basis of accounting and based on the audit
evidence obtained, whether a material uncerlainty exists related to events or conditions that may cast significant doubt
on the company's ability to continue as a going concern. If we conclude that a material uncertainty exists, we are
required to draw atlention in our auditor's report to the related disclosures in the financial statements or, if such
disclosures are inadequate, to madify our opinion. Our conclusions are based on the audit evidence obtained up to the
date of our auditor's report. However, future events or conditions may cause the company to cease to continue as a
going cancern.

» Evaluate the overall presentation, structure and content of the financial statements, including the disclosures, and
whether the financial statements represent the underlying transactions and events in a manner that achieves fair
presentation.

We communicate with the directors regarding, among other matters, the planned scope and timing of the audit and
significant audit findings, including any significant deficiencies in internal control that we identify during our audit.

Lo - (/ﬁg/ /\ £
Ernst & Young Inc. 102 Rivonia Road
Director — James Crawford Thomas Sandton
Registered Auditor Johannesburg

Chartered Accountant (SA)
11 May 2018



Black Mountain Mining Proprietary Limited
Company Registration number 2005 /040096 /07

DIRECTORS’ REPORT

The Directors have pleasure in submitting the annual financial statements of the Company for the year ended 31
March 2018.

Nature of business and history

The Company is the holder of the new order mineral rights to the Broken Hill Deeps, Swartberg and Gamsberg
ore bodies.

Broken Hill Deeps is currently the main mining operation with resources of 10.6mt and reserves of 5.6mt and an
estimated remaining life of mine of 4 years. The mining operations began at Broken Hill in 1980 and concluded
during 2006, when the development to the Deeps section was completed. Swartberg was mined on a small scale
(average 25,800t/month) from 1995 but production was stopped in 2006 in an effort to get the Deeps Mine in
full production. Mining [rom underground at Gamsberg was stopped in January 2013 and to replace this ore, and
keeping the Black Mountain concentrator in full production, mining at Swartherg was re-started in 2013,

The Gamsberg ore body is a large undeveloped zinc deposit situated approximately 22km from Black Mountain.
A pre-feasibility study was conducted on the ore body for 300 000 metal in concentrate ("MIC") in 2000 and n
2009 a pre-feasibility study for 400 000 MIC was commenced to determine the financial viability of developing
the ore body to a full scale mine. The gaps in the initial pre-feasibility study were assessed and a technical and
financial pre-feasibility study was completed in September 2013. Small scale mining at Gamsberg commenced in
2003 and concluded in 2013 with the onset of the above mentioned studies. The Project was officially approved
hy the Company's Board in November 2014 and then officially opened on 27 July 2016. In the 2016 financial
year, the Company commenced pre-start mining and pre-stripping of the pit and construction of related housing
infrastructure. In the 2017 financial year the Company commenced construction of the process plant, water line
and MRSS and transmission line. First ore production was acbieved during February 2018 with ramp up to fuli
production expected in June 2018 to coincide with completion of the processing plant facilities.

General review

The Company recorded 11 Lost Time Injuries ("LTI"), a decrease of 4 from 15 recorded in the previous year.
Management continues to give primary focus on mining with zero harm to employees with various safety
training and awareness initiatives rolled out throughout the operation.

The Social Labour Plan (“SLP”") for the period 2014-2018 has been evaluated by the Department of Mineral
Resources ("DMR”) in the region and found to be compliant. However Ministerial approval was still pending as at
31 March 2018. In the meantime, the Company continued to implement various community initiatives including:
- cataract surgeries for the community around Apggeneys and the greater Northern Cape;
- partnership with Pink drive where local community members were offered free cancer screening and
free HIV tests;
- training and skills development for local engineering students by offering work exposure opportunities
and driving and performance assessments rolled out to the community at large;
- enterprise and local supplier development for local small, medium and micro enterprises (SMME's) via
assessment and thereafter registration of local SMME's as preferred suppliers.

Employee share scheme

On 1 April 2017 the Company sold shares to the Voorspoed Trust with an effective holding of 6% of the
Company's issued share capital. The Voorspoed Trust was established to facilitate employee share ownership
with the emphasis on employees who hold junior employment positions. Therefore, the beneficiaries of the
Voorspeed Trust and the shares issued are employees in key positions whose Paterson level is C band and
below.

On the 24% of April 2018, the directors declared a special dividend payable to the Voorspoed Trust as per the
Scheme agreements, this will be paid via a distribution of R4 375.00 to each beneficiary of the Voorspoed Trust.
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Black Mountain Mining Proprietary Limited
Company Registration number 2005/040096/07

DIRECTORS’ REPORT continued

Going concern

The Company's financial position, its cash fiows, liquidity position and borrowings are set out in the annual
financial statements, which comprise the statement of financial position, statement of profit or loss and
comprehensive income and statement of cash fows. In addition, details of our policy on capital risk
management are set out in note 15 to the financial statements.

Black Mountain Mining Proprietary Limited (BMM) realised a profit of R964.7 million for the year ended 31
March 2018 (31 March 2017: R400.3 million).

The Board is satisfied that BMM’s forecasts and projections, taking account of reasonably possible changes in
trading performance, show that BMM will be able to operate within the foreseeable future. The directors
consider the going concern hasis for preparing its financial statements to remain appropriate,

Directorate

The names ofthe Directors and Alternate Directors of the Company are as follows:

K.K. Rajagopal

G.R.A Kumar

M. 5. Snyman

A J'Trytsman

D Naidoo

R. Smit

N.M. Vegter (Alternate)

Dividends

On the 19th of April 2017, the directors declared a special dividend payable to the Voorspoed Trust as per the
Scheme agreements, this was paid via a distribution of R3 500.00 to each heneficiary of the Voorspoed Trust {31
March 2017: RNil).

Borrowing powers

The Company has a credit facility of R150.2 million with the Standard Bank of South Africa Limited at 31 March
2018 (31 March 2017: R150million). The Company has also negotiated loan facilities of R1 billion rand with a
Group entity, Namzinc (Pty)} Ltd, the facility has fiexible drawn down and at 31.3.2018, the year-to-date halance
drawn down was R770 million. The facilities are reviewed on an annual basis.

Share capital

The authorised share capital of the Company as at 31 March 2018 was R10¢ 000 divided into 9 800 ordinary
shares of no par value, 100 A ordinary shares of no par value and 100 B ordinary shares of na par value. There
were 1 000 issued ordinary shares at 31 March 2018 (31 March 2017: 1 000), 32 each of A and B ordinary shares
issues at 31 March 2018. As at 31 March 2017 THL Zinc Limited, a non-resident company, held 69.6% of the
issued ordinary shares, Exxaro Base Metals and Industrial Mineral Holdings Proprietary Limited held 24.4% and
the Voorspoed Trust held 6% of all ordinary shares issued.

Auditors

Ernst & Young Inc. were appointed as auditors of Black Mountain Proprietary Limited; James Thomas is the
designated audit partner for the 2018 financial year.
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Black Mountain Mining Proprietary Limited
Company Registration number 2005/040096/07

Statement of financial position as
at 31 March 2018

Rand ‘000 Notes 31 March 2018 31 March 2017
Intangible assets 2 33182 33 182
Tangible assets 3 4617 344 2066223
Other non-financial assets 4 242 534 273965
Environmental rehabilitation trust 5 130 733 120 860
Financial asset investments 6 1 1
Total non-current assets 5023794 2494 231
Inventories 7 100121 302 486
Trade and other receivables 8 297 464 73 252
Current tax assets 9 11698 8002
Cash and cash equivalents 10 336674 894 036
Total current assets 745957 1277776
Total assets 5769 751 3772007
Trade and other payables 11 609912 1023561
Group company loans 22 787 158 -
Total current liabilities 1397 070 1023561
Provisions 12 414 447 188 091
Deferred tax liabilities 13 916 054 527 249
Retirement benefit obligations 14 68 542 72 902
Share based payments 23 40 836 -
Total non-current liabilities 1439879 788 242
Total liabilities 2836 949 1811803
Net assets 2932802 1960 204
Equity

Share capital 16 1 1
Retirement benefit reserve 19 888 11987
Merger reserve 12 434 15685
Retained earnings 2900479 1932531
Equity 2932 802 1960 204
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Black Mountain Mining Proprietary Limited
Company Registration number 2005/040096/07

Statement of Profit or Loss and Comprehensive
Income for the year ended 31 March 2018

Rand ‘000

Total revenue

Cost of sales

Gross profit

Other income

Selling and distribution costs
Administrative expenses
Operating profit
Finance income

Finance costs

Net finance income
Profit before tax
Income tax expense

Profit for the period

Other comprehensive income
Rand ‘000

Profit for the year

Actuarial gain on post-retirement benefit
schemes*

Deferred tax raised*

Net incomnie recognised directly in other
comprehensive income*

Total comprehensive income for the period

Notes 31 March 2018 31 March 2017
3248335 1736122
(1392 999) (771 204)
1955 336 964 918
22 520 12 059
(189 756) (133 003)
(434 152) (222 477)
17.1 1353 948 621 496
18 17 561 40 628
18 (24 775) (93 572)
18 (7 214) (52943)
1346 734 568 553
19 (382 037) (168 205)
964 697 400 348
31 March 2018 31 March 2017
964 697 400 348
14 10 974 2299
(3 073) (644)
7901 1655
o 972 598 402 004

* The actuarial gain and related deferred tax impact will not be reclassified subsequently to profit or loss
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Black Mountain Mining Proprietary Limited
Company Registration number 2005/040096/07

Statement of changes in equity for the year ended 31 March 2018

Total Retirement Merger Retained Total equity
share benefit reserve earnings
Rand ‘000 capital* ohligation
reserve *¥
ggf,’;mg balance at1 April 1 11987 15 685 1932531 1960204
Total comprehensive income for i ) i 972 598 972 598
the year
Transfers 7901 - (7901) -
Amortisation of merger reserve - - (3251) 3251 -
Dividends paid*** - - - -
Balance at 31 March 2018 1 19 888 12 434 2900479 2932802
Total Retirement Merger Retained Total equity
share benefit reserve earnings
Rand ‘000 capital obligation
reserve *
ggf;““g balance at 1 April 1 10 331 18776 1529092 1558200
Total comprehensive income for i ) i 402 004 402 004
the year
Transfers - 1655 - (1 655) -
Amortisation of merger reserve - - (3090 3090 -
Dividends paid - - - - -
Balance at 31 March 2017 1 11 987 15 685 1932531 1960 204

* Share Capital is net of 64 A & B Ordinary shares issued to the Voorspoed Trust. The shares are
considered as Treasury shares and as such eliminated to Rnil.

** The retiremnent benefit obligation reserve will not be reclassified subsequently to profit or

loss,

*% On the 19th of April 2017, the directors declared a special dividend payable to the
Voorspoed Trust totalling R3 000 375. The dividend were eliminated to Rnil on consalidation of

the shareholding held by the Voorspoed Trust.
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Black Mountain Mining Proprietary Limited
Company Registration numhber 2005/040096/07

Statement of cash flows for the period ended 31 March 2018

Rand ‘000 Notes 31 March 2018 31 March 2017

Cash flows from operations

Cash inflows from operations 20 1117 729 1206531
Income tax paid 20 - (11 747)
Income tax refunded 20 . -
Foreign exchange gains (losses) 18 18 377 (18 178)
Finance costs 18 (1314) (2216)
Net cash inflows from operating activities 1134792 1174 390
Cash flows from investing activities

Purchases of tangible assets (2 462 824) (590 730)
Proceeds on sale of tangible assets 381 -
Advanced payments on purchases of tangible i (273 965)
assets

Finance income 18 17 561 40628
Rental income 4763 3623
Net cash outflows from investing activities (2 440 119) (B20 443)
Cash flows from financing activities

Dividends paid* - -
Group loans raised 770 000 -
Contribution to rehabilitation fund (567) -
Net cash outflows from financing activities 769 433 -
Net increase in cash and cash equivalents (535 894) 353946
Cash and cash equivalents at start of year 894 036 593770
Effects of tlaxchanlge rates chf?mges on halance of 18 (21468) (53 681)
cash held in foreign currencies

Cash and cash equivalents at end of year 336674 894 036

* On the 19th of April 2017, the directors declared a special dividend payable to the Voorspoed Trust totalling
R3 000 375. The dividend were eliminated to Ruil on consolidation of the shareholding held by the Voorspoed
Trust
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Black Mountain Mining Proprietary Limited
Company Registration number 2005/040096 /07

Notes to the annual financial statements
For the year ended 31 March 2018

Accounting policies

Basis of preparation

The financial statements provide information about the financial position, results of operations and changes in
financial position of the Company. These financial statements have been prepared in accordance with
International Financial Reporting Standards (IFRS). A summary of the principal company accounting policies
is set out below, which have been consistently applied in all material respects. The annual financial statements
have been prepared on a historical cost basis. The Company's functional and presentation currency is South
African Rand (ZAR).

Basis of consolidation

The financial statements incorporate a consolidation of the financial statements of the Company and entities
controlled by the Company, the Black Mountain Mining Rehabilitation Trust and the Voorspoed Trust collectively
referred to as (“the Trust”)., Control is achieved since the Company has the power to govern the financial and
operating policies of the Trust so as to obtain benefits from its activities. Intra-group transactions, balances,
income and expenses are eliminated on consolidation, where appropriate.

Significant accounting judgements, estimates and assumptions

In the preparation of the financial statements, management is required to make estimates and assumptions
that affect reported income, expenses, assets, liabilities and disclosure of cantingent assets and liabilities. Use
of available information and the application of judgement is inherent in the formation of estimates. Actual
results in the future could differ from these estimates, which may be material to the financial statements within
the next financial period.

Sipnificant areas of accounting judgements, estimates and assumptions include:

¢ Useful economic life of assets;

¢ (reresources estimates:

Impairment of assets refer page 14 and page 18;

Restoration, rehabilitation and environmental costs provisions - refer note 12;
Retirement benefits - refer note 14:

Share based payments ~ refer note 23.

Useful economic life of assets

Property, plant and equipment is depreciated over their useful lives taking into account residual values where
appropriate. The actual lives of the assets and residuals are assessed annually and may vary depending on a
number of factors. [n reassessing asset lives, factors such as technological innovation, life~-of-mine plan and
maintenance programmes are talcen into account. Residual value assessments take into account issues such as
future market conditions, the remaining life of the asset and projected disposal values

Ore resources estimates

The Life-of-Mine ("LOM") plan is reviewed annually with assistance of external geological experts. The LOM
plan takes into account an expectation of the changes in commedity prices, foreign exchange rates, fixed and
variable mining cost, ore grades and planned capital expenditure.

Revenue recognition

Revenue is derived principally fromn the sale of goods and is measured at the fair value of the consideration
received or receivable, after deducting discounts, volume rebates, value added tax and other sales taxes, Sales
of concentrate are stated at their invoiced amount which is net of treatment and refining charges., A sale is
recognised when the significant risks and rewards of ownership have passedl.

Revenue fromn metal mining activities is based on the payable metal sold. Revenue from the sale of material by-
products are included within revenue. Where a by-product is not regarded as significant, revenue may he
credited against the cost of sales.
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Black Mountain Mining Proprietary Limited
Company Registration number 2005/040096/07

Notes to the annual financial statements
For the year ended 31 March 2018

1. Accounting policies (continued)

Interest income is accrued on a time basis, by reference to the principal outstanding and at the effective
interest rate applicable.

Intangible assets

Intangible assets consist of goodwill. Goodwill arises on an acquisition of a husiness and is carried at cost as
estahlished at the date of acquisition of the business less accumnulated impairment losses, if any.

For the purposes of impairment testing, goodwill is allocated to each of the company’s cash-generating units (or
groups of cash-generating units) that is expected to benefit from the synergies of the combination.

A cash-generating unit to which goodwill has been allocated is tested for impairment annually, or more
frequently when there is indication that the unit may be impaired. I[f the recoverable amount of the cash-
generating unit is less than its carrying amount, the impairment loss is allocated first to reduce the carrying
amount of any goodwill allocated to the unit and then to the other assets of the unit pro rata based on the
carrying amount of each asset in the unit. Any impairment loss for goodwill is recognised directly in profit or
loss in the statement of profit or loss and comprehensive income. An impairment loss recognised for goodwill is
not reversed in subsequent periods.

On disposal of the relevant cash-generating unit, the attributable amount of poodwill is included in the
determination of the profit or loss on disposal.

An intangible asset is regarded as having an indefinite useful life when, based on all relevant factors, there is no
foreseeable limit to the period over which the asset is expected to generate net cash inflows. Amortisation is not
provided for these intangihle assets, but they are tested for impairiment annually and whenever there is an
indication that the asset may be impaired. For all other intangible assets amortisation is provided on a straight
line basis over their useful life.

Tangible assets

Mining properties and plant and equipment are depreciated down to their residual values with reference to the
expected units of production using the life of mine method based on proven and probable reserves.
Depreciation is charged on new mining ventures from the date that the mining property is capable of
commercial production. When there is little likelihood of a mineral right being exploited, or the value of the
exploitable mineral right has diminished below cost, a write-down to the recoverahle amount is charged to
profit or loss.

Land and properties in the course of construction are carried at cost, less any recognised impairment.
Depreciation commences when the assets are ready for their intended use.

Buildings, vehicles, furniture and fittings and computer equipment are depreciated down to their estimated
residual values at varying rates, on the straight-line basis over their estimated useful lives or the life of mine

whichever is shorter. Estimated useful lives are as follows:

Depreciation rate

Buildings 25 years
Vehicles 4 years
Computer equipment 3 years
Furniture and fittings 10 years

Residual values and useful economic lives are reviewed at least annually, with the effect of any changes in
estimate accounted for on a prospective basis.
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Black Mountain Mining Proprietary Limited
Company Registration number 2005/040096/07

Notes to the annual financial statements
For the year ended 31 March 2018

1. Accounting policies (continued)

Impairment of tangible and intangible assets excluding goodwill

At each reporting period end, the Company reviews the carrying amounts of its tangible and intangible assets
to determine whether there is any indication that those assets are impaired. If any such indication exists, the
recoverable amount of the asset is estimated in order to determine the extent of the impairment, if any. Where
the asset does not generate cash flows that are independent from other assets, the Company estimates the
recoverahle amount of the cash-generating unit to which the asset belongs. An intangible asset with an
indefinite useful life is tested for impairment annually and whenever there is an indication that the asset may
be impaired.

The recoverable amount is the higher of fair value less costs to sell and value in use. [n assessing value in use,
the estimated future cash flows are discounted to their present value nsing a pre-tax discount rate that reflects
current market assessments of the time value of money and the risks specific to the asset for which estimates
of future cash flows have not been adjusted.

If the recoverable amount of an asset or cash-generating unit is estimated to be less than its carrying atnount,
the carrying amount of the asset or cash-generating unit is reduced to its recoverable amount. An impairment
is recognised immediately as an expense.

Where an impairment subsequently reverses, the carrying amount of the asset or cash-generating unit is
increased to the revised estimate of its recoverable amount, but so that the increased carrying amount does not
exceed the carrying amount that would have been determined had no impairment been recognised for the
asset or cash-generating unit in prior years. A reversal of an impairment is recognised as income immediately.

Research and exploration expenditure

Research and exploration expenditure is written off in the year in which it is incurred. The costs of mining
properties and leases, which include the costs of acqniring and developing mining properties and mineral rights,
are capitalised as property, plant and eguipment under the heading ‘Mining properties and leases’ in the year in
which they are incurred. When a decision is taken that a mining property is viable for commercial production
(i.e. when the Company determines that the mining property will provide sufficient and sustainable returns
relative to the risk and decides to proceed with the development), all further pre-production primary
development expenditure other than land, buildings, plant and equipment is capitalised as part of the cost of the
mining property until the mining property is capahle of commercial production. From that point, capitalised
mining properties and lease costs are amortised on a unit-of-production basis over the total estimated remaining
commercial reserves of each property.

Inventory

Inventory and work-in-progress are valued at the lower of cost and net realisable value. The production cost of
inventory includes an appropriate proportion of depreciation and production overheads. Cost is determined
on the following hases:

s raw materials and consumables are valued at cost on a weighted average basis;

o finished products are valued at raw material cost, labour cost and a proportion of manufacturing overhead
expenses; and

s metal concentrate stocks are included in finished products and are valued at average cost.
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Black Mountain Mining Proprietary Limited
Company Registration number 2005/040096/07

Notes to the annual financial statements
For the year ended 31 March 2018

1. Accounting policies {continued)

Retirement benefits

The Company operates defined contribution schemes for its employees as well as post-retirement medical
plans. For defined contribution schemes the amount charged to profit or loss is the contributions paid or
payable during the year.

For post-retirement medical plans, full actuarial valuations are carried out every two years using the projected
unit credit method and updates are performed for each financial year end, The average discount rate for the
plans’ liabilities is based on AA rated corporate bonds of a suitable duration and currency or, where there is no
‘deep market’ for such bonds, based on government bonds,

Actuarial gains and losses, whicb can arise from differences between expected and actual outcomes or changes
in actuarial assumptions, are recognised immediately in equity. Any increase in the present value of plan
liahilities expected to arise from employee service during the period is charged to operating profit. The
expected return on the plan assets and the expected increase during the period in the present value of plan
liabilities are included in investment income and interest expense.

Past service cost is recognised immediately to the extent that the benefits are already vested, and otherwise is
amortised on a straight-line basis over the average period until the benefits become vested.

The retirement benefit obligation recognised in the statement of financial pesition represents the present value
of the defined benefit obligation as adjusted for unrecognised past service costs and as reduced by the fair
value of scheme assets. Any asset resulting from this calculation is limited to past service cost, plus the present
value of available refunds and reductions in future contributions to the plan.

Taxation
The tax expense represents the sum of the current tax charge and the movement in deferred tax.

The tax currently payahle is based on taxable profit for the year. Taxable profit differs from net profit as
reported in profit or loss because it exciudes items of income or expense that are taxable or deductible in other
years and it further excludes items that are not taxable or deductible. The Company's liability for current tax is
calculated using tax rates that have been enacted or substantively enacted by the reporting period end.

Deferred tax is the tax expected to be payable or recoverahle on differences between the carrying amount of
assets and liabilities in the financial statements and the corresponding tax bases used in the computation of
taxable profit. Deferred tax liabilities are generally recognised for all taxable temporary differences and
deferred tax assets are recognised to the extent that it is prohable that taxable profits will be available against
which deductible temporary differences can be utilised. Such assets and liabilities are not recognised if the
temporary differences arise from goodwill or from the initial recognition (other than in a business
combination) of an asset or liability in a transaction that affects neither the tax profit nor acceunting profit.

The carrying amount of deferred tax assets is reviewed at each reporting period end and is adjusted to the
extent that it is no longer probable that sufficient taxable profit will he available to allow all or part of the asset
to be recovered.

Deferred tax is calculated at the tax rates that are expected to apply in the period when the liability is settled or
the asset is realised. Deferred tax is charged or credited in profit or loss, except when it relates to items

charged or credited directly to equity, in which case the deferred tax is also taken directly to equity.

Deferred tax assets and liobilities are offset when they relate to income taxes levied by the same taxation authority
and the Company intends to settle its current tax assets and liabilities an o net basis.
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Black Mountain Mining Proprietary Limited
Company Registration nnmber 2005/040096 /07

Notes to the annual financial statements
For the year ended 31 March 2018

1. Accounting policies (continued)

Leases

Leases are classified as finance leases whenever the terms of the lease transfer substantially all the risks and
rewards of ownership to the lessee. All other leases are classified as operating leases.

Rental costs of the operating lease are recognised on a straight-line hasis over the term of the relevant lease.
Initial direct costs incurred in negotiating and arranging an operating lease are added to the carrying amount
of the leased asset and recognised on a straight-line basis over the lease term.

Restoration, rehabilitation and environmental costs

An obligation to incur restoration, rehabilitation and environmental costs arises when environmental
disturbance is caused by the development or on-going production of a mining property. Such costs arising
from the installation of plant and other site preparation worlk, discounted to its net present value, are provided
for and capitalised at the start of each project, as soon as the obligation to incur such costs arises. These costs
are charged against profits over the life of the operation, through the depreciation of the asset and the
unwinding of the discount on the provision. Costs for restoration of subsequent site damage which is created
on an on-going basis during production are provided for at their net present values and charged against profits
as extraction progresses.

Changes in the measurement of a liability relating to the decommissioning of plant or other site preparation
worlk that result from changes in the estimated timing or amount of the cash flow, or a change in the discount
rate, are added to, or deducted from, the cost of the related asset in the current period. If a decrease in the
liability exceeds the carrying amount of the asset, the excess is recognised immediately in profit or loss. If the
asset value is increased and there is an indication that the revised carrying value is not recoverable, an
impairment test is performed in accordance with the accounting policy above.

The Black Mountain rehabilitation trust was established to meet the costs of some of decommissioning,
restoration and environmental rehabilitation liabilities, Annual contributions are made to the trust, where
required, to fund the estimated cost of rehahilitation during and at the end of the life of the relevant mine.

Foreign currency transactions

Foreign currency transactions are booked in their functional currencies at the exchange rate ruling on the date
of the transaction. At each reporting period end, monetary assets and liahilities that are denominated in
foreign currencies are translated at the rates prevailing at the end of the reporting period. Gains and losses
arising on translation are included in net profit or loss for the period and classified as either operating or
financing depending on the nature of the monetary item giving rise to them.

Borrowing costs

Borrowing costs directly relating to the acquisition, construction or production of a qualifying capital project
under construction are capitalised and added to the project cost during construction until such time that the
assets are substantially ready for their intended use in accordance with the Group policy which is when they
are capable of commercial production. Where funds are borrowed specifically to finance a project, the amount
capitalised represents the actual borrowing costs incurred. Where surplus funds are available out of money
borrowed specifically to finance a project, the income generated from such short-term investments is also
capitalised to reduce the total capitalised borrowing cost.

All other borrowing costs are recognised in the incotne statement in the period in which they are incurred.
Capitalisation of interest on borrowings related to construction or development projects is ceased when
substantially all the activities that are necessary to make the assets ready for their intended use are complete
or when delays occur outside of the normal course of business,
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Notes to the annual financial statements
For the year ended 31 March 2018

1. Accounting policies (continued)

Share-based payments

Certain employees (including Executive Directors} of the Group receive part of their remuneration in the form
of share-based payment transactions, whereby employees render services in exchange for shares or rights over
shares (‘equity-settled transactions’).

Equity-settled transactions

The cost of equity-settled transactions with employees is measured at fair value at the date at which they are
granted. The fair value of share awards with markel-related vesting conditions are determined by an external
valuer and the fair value at the grant date is expensed on a straight-line hasis over the vesting period based on
the Group's estimate of shares that will ultimately vest. The estimate of the number of awards likely to vestis
reviewed at each balance sheet date up to the vesting date at which point the estimate is adjusted to reflect the
current expectations. No adjustment is made to the fair value after the vesting date even if the awards are
forfeited or not exercised.

Cash-settled transactions

A liability is recognised for the fair value of cash-settled transactions. The fair value is measured initially and at
each reporting date up to and including the settlement date, with changes in fair value recognised in employee
benefits expense, The fair value is expensed over the period until the vesting date with recognition ofa
corresponding liability. The fair value is determined using a Black Scholes model, further details of which are
given in Note 23.

Financial instruments

Financial assets and financial liabilities are recognised on the Company’s statement of financial position when
the Company becomes party to the contractual provisions of the mstrument. The Company’s financial
instruments censist of investments, trade and other receivables, loans payable and trade and other payables.

Financial assets

Investments, other than investments in associates, are initially recorded at fair value. At suhsequent reporting
dates, financial assets that the Company has the expressed intention and ability to hold to maturity (“held-to-
maturity”) as well as loans and receivables are measured at amortised cost, less any impairment. The
amortisation of any discount or premium on the acquisition of a held-to-maturity investment is recognised in
profit or loss in each period using the effective interest method.

Financial assets other than those classified as held-to-maturity or loans and receivables are classified as either
at fair value through profit or loss (which includes investments held for trading) or availahle-for-sale
investments. Both sub-categories are measured at each reporting date at fair value. Where investments are
held for trading purposes, unrealised gains and losses for the period are included in profit or loss for the
period. For availahle-for-sale investments, unrealised gains and losses are recognised in equity, until the
security is disposed or impaired, at which time the cumulative gain or loss previously recognised in equity is
included in profit or loss.

Fair value is the price that would be received to sell an asset or paid to transfer a liability in an orderly
transaction between market participants at the measurement date, regardless of whether that price is directly
ohservable or estimated using another valuation technique. In estimating the fair value of an asset or a liability,
the company takes into account the characteristics of the asset or liability if market participants would take
those characteristics into account when pricing the asset or liability at the measurement date. Fair value for
measurement and/or disclosure purposes in these financial statements is determined on such a basis, except
for share-based payment transactions that are within the scope of IFRS 2 Share based payments, leasing
transactions that are within the scope of IAS 17 Leases, and measurements that have some similarities to [air
value but are not fair value, such as net realisable value in 1AS 2 Inventories or value in use in 1AS 36
Impairment of Assets.

Page 17




Black Mountain Mining Proprietary Limited
Company Registration number 2005/040096/07

Notes to the annual financial statements
For the year ended 31 March 2018

1. Accounting policies (continued)
Financial instruments {continued}

In addition, for financial reporting purposes, fair value measurements are categorised into Level 1, 2 or 3 based
on the degree to which the inputs to the fair value measurements are ohservahle and the significance of the
inputs to the fair value measurement in its entirety, which are described as follows:

« Level 1 inputs are quoted prices (unadjusted) in active markets for identical assets or liabilities that the
entity can access at the measurement date;

« Level 2 inputs are inputs, other than quoted prices included within Level 1, that are observable for the asset
or liahility, either directly or indirectly; and

s Level 3 inputs are unobservahle inputs for the asset or liahility.

Impairment of financial assets

Financial assets other than those at fair value through profit and loss are assessed for indicators of impairment
at each reporting period end. Financial assets are impaired where there is objective evidence that, as a result
one or more events that occurred after the initial recognition of the financial asset, the estimated future cash
flows of the investment have been impacted.

For unlisted shares classified as available for sale, a significant or prolonged decline in the fair value of the
security below its cost is considered to he objective evidence of impairment.

For all other financial assets, including redeemable notes classified as AFS, and finance lease receivables,
objective evidence of impairment could include:

o  Significant financial difficulty of the issuer or counterparty; or

s  Default or delinquency in interest or principal payments; or

s [tbecoming probable that the borrower will enter hankruptcy or financial re-organisation.

For certain categories of financial assets, such as trade receivables, assets that are assessed not to he impaired
individually are subsequently assessed for impairment on a collective basis. Objective evidence of impairment
for a portfolio of receivables could include the Company’s past experience of collecting payments, an increase
in the number of delayed payments in the portfolio past the average credit period of 60 days, as well as
observahle changes in national or local economic conditions that correlate with default on receivables.

For financial assets carried at amortised cost, the amount of the impairment is the difference between the
asset’s carrying value and the present value of estimated future cash flows, discounted at the financial asset's
original effective interest rate.

The carrying amount of the financial asset is reduced by the impairment loss directly for all financial assets
with the exception of trade receivables, where the carrying amount is reduced through the use of an allowance
account. When a trade debtor is considered uncollectible, it is written off against the allowance account.
Subsequent recoveries of amounts previously written off are credited against the allowance account. Changes
in the carrying amount of the allowances account are recognised in profit or loss.

With the exception of available for sale eguity instruments, if, in a subsequent period, the amount of the
inpairment Joss decreases and the decrease can be related objectively to an event occurring after the
impairment was recognised, the previously recognised impairment loss is reversed through profit or loss to
the extent that the carrying amount of the investment at the date of the impairment is reversed does not
exceed what the amortised cost would have been had the impairment not been recognised.

In respect of available for sale equity securities, impairment losses previously recognised through profit and

loss are not reversed through profit and loss. Any increase in fair value subsequent to an impairment loss is
recognised directly in equity.
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Company Registration number 2005/040096,/07

Notes to the annual financial statements
For the year ended 31 March 2018

1. Accounting policies (continued)
Adoption of new and revised Accounting Standards and Interpretations

The Company has not adopted any new or revised Accounting Standards or Interpretations.

The company and group has adopted all standards and interpretations that were effective for the current year
noted on the table below. The adoption of these standards did not have any significant effect on the financial
position or results from operations, cash flows or disclosures.

New/Revised International Financial Reporting Standards Effective for annual | Impact on
periods beginning | financial
on or after statements

1AS 7 Financial Instruments: Disclosures 1 January 2017 None
IAS 12 Recngn.ition of Deferred Tax Assets for 1 January 2017 None
Unrealised Losses

Accounting Standards and Interpretations issued but not yet effective

The Company has chosen not to early adopt the following standards and interpretations, which have been
published and are mandatory Company's accounting periods beginning on or after 1 April 2018 or later
periods. A reliable estimate of the impact of the adoption of the recent amendments for the Group and
Company has not yet been determined; however, directors anticipate that the adoption of the recent standards
and interpretations will have no material impact on the annual financial statements in future periods, except
for disclosure to the annual financial statements.

New/Revised International Financial Reporting Standards Effective for annual periods
beginning an or after

Leases
IFRS 16 Introduction of a single lease accounting model and | 1January 2019
enhancements of disclosures.

Revenue from Contracts from Customers

IFRS 15 Changes to revenue recognition criteria and additional | 1 January 2018
disclasure requirements
Financial Instruments

IFRS 9 Reissue to include requirements for the classification and 1 January 2018

measurement of financial liabilities and incorporate existing

recognition requirements

IFRS 2 Classification and Measurement of Share based 1 January 2018
Payment Transactions -

IAS 40 Transfers of Investment Property 1 January 2018
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Notes to the annual financial statements
For the year ended 31 March 2018

2. Intangible assets

Rand ‘000 31 March 2018

Goodwill cost and net book value
Opening balance 33182

Closing balance 33182

31 March 2017

33182

33182

The company tests the total intangible and tangible assets for impairment annually, The following cash

generating units ("CGU") have been identified:
- Deeps & Swartherg mining operations; and
- Gamsberg Project,

The recoverable amounts of the CGU'’s are determined from value in use calculations. The key assumptions for
the value in use calculations are those regarding resource availability, the discount rates, growth rates, exchange
rates and expected changes to commodity prices. Managemenl estimates discount rates using pre-tax rates that
reflect current market conditions of the time value of money and the risks specifically associated with the CGU's,
Growth rates are based on industry growth forecasts. Changes in commodity prices are based on past practices

and expectations of future changes in the market.

Key assumptions used in impairment calculations are: 31 March 2018

Deeps & Swartherg mining operations

- Average foreign Exchange rate (USD) 12.79
- Average zinc price (USD/t} 2918
- Average lead price (USD/t) 2280
- Average copper price (USD/t) 7002
- Average silver price (USD/t) 19
- Discount rate 13.00%
- Ore mined (k/t) 6874

Gamsherg Project

- Average foreign Exchange rate (USD] 13.92
- Average zinc price (USD/t} 2 866
- Discount rate 14.00%
- Ore mined (le/t) 49 322

31 March 2017

13,88

2 560
2073
5859
19
13,50%
7347

14,12
2495
14,50%
48 807

At 31 March 2018 and 31 March 2017, no impairment was necessary for intangible and tangible assets for both

CGU's.
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3. Tangible assets

Land and Mine Plantand Decommissioning Total
buildings development equipment cost
Rand ‘000 assets Gamsberg
31 March 2018
Cost
At1 April 2017 86 615 1168963 1566 825 88 595 2910998
Additions 105692 2117570 239561 - 2 462 823
Transfers from advances from suppliers - 31431 - - 31431
Borrowing costs capitalized - 17158 - - 17 158
Disposals - - (888) - (888)
Re-estimation — non cash flow - - - 212 799 212799
At 31 March 2018 192 307 3335122 1805 498 301394 5634321
Accumulated depreciation
At1 April 2017 36 137 - 790298 18 340 844775
Charge for the year 8520 - 157 119 7 451 173 090
Disposals - - (888) - (888)
Write-offs - - - - -
At 31 March 2018 44 657 - 946 529 25791 1016977
Net book value At 31 March 2018 147 650 3335122 858 969 275603 4617 344
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For the year ended 31 March 2018

4, Other non-financial assets

Rand ‘000 31 March 2018 31 March 2017
Opening balance 273965 -
Advances paid to suppliers for capital projects - 273965
Transfers to tangible assets (31 431) -
Closing balance 242 534 273 965

5. Environmental rehabilitation trust

The Black Mountain Mining Rehabilitation Trust was established to meet the Company’s
decommissioning, restoration and environmental rehabilitation liabilities. Contributions are made as
and when the need arises after obtaining approval/agreement of contributions required from the
Department of Mineral Resources.

Rand '000 31 March 2018 31 March 2017
Opening balance 120 860 113529
Contributions made during the year 567 -
[nterest earned during the year 9 306 7331
Closing balance 130733 120 860

The halance comprises the following investments:

Cash held in fixed deposits and invested during the year ended 31 March 2018, 31% was fixed for 2
years anid 69% was fixed for 2 years at an interest rate of 9.04% and 9.67% respectively.

These funds are not available for the general purpose of the Company. All income from these assets is
reinvested to meet specific environment obligations. These obligations are included in environmental
rehabilitation costs under long-term provisions.

Rand Merchant Bank a division of FirstRand Bank Limited has issued a guarantee for R23 872 114
million in favour of the Department of Mineral Resources ("DMR") as assurance that the Company will
honour its environmental rehabilitation oblipations at the end of life of mine,

6. Financial asset investments

Rand ‘000 31 March 2018 31 March 2017

Available for sale  Available for sale

Closing balance 1 1

The balance consists of an investment in The Rand Mutual Assurance Company Limited.
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9. Current tax assets
Rand ‘000

Balance receivable from the South African Revenue Services
for income tax refunds due *

Closing balance

* The Company's income tax returns and provisional payments are up to date.

10. Cash and cash equivalents

Rand '000

Bank deposits with a maturity period of less than 3 months
Cash at bank
Petty Cash

Closing balance

The average interest rates earned on cash balances and short-
term deposits during the year were as follows:

Local currency
Foreign currency (held in US$)

11. Trade and other payables

Trade creditors

Amounts owed to group companies
Taxation and social security

Other creditors

Accruals

Royalty

Closing halance

31 March 2018 31 March 2017
11 698 8002

11 698 8002

31 March 2018 31 March 2017
218021 6B0 407

118 647 213617

6 12

336674 894 036

%, %

6.25 6.5

1.5 0.9

64 889 79 261

5690 6036

10149 8912

178 204 706 408
351221 171 464

(241) 51480

609 912 1023561

The fair value of trade and other payables is not materially different to the carrying values presented.

The average credit period is 30 days.

Other creditors include R Nil (31 March 2017: R572 932 627) owed to customers for refundable

deposits received on sale of concentrate.

Amounts owed to group companies are disclosed in note 21, related party transactions.
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14. Retirement benefits

The Company operates defined contribution pension plans for the majority of its employees. [t also operates
post-retirement medical arrangements. The policy for accounting for pensions and post-retirement henefits is
included in note 1.

The assets of the defined contribution plans are held separately in independently administered funds. The
charge in respect of these plans is calculated on the basis of contribution payable by the Company in the
financial year.

Defined Contribution Plans

Pension Plans

The defined contribution pension cost represents the actual contributions payable by the Company to the
various plans. At 31 March 2018, there were no material outstanding/prepaid contributions and so no
prepayment or accrual has been disclosed in the statement of financial position in relation to these plans.
Defined contribution plans are governed by the South African Pension Fund Act.

Defined benefit Plans

The post-retirement medical arrangements provide health benefits to retired employees and certain
dependants. Eligibility for cover is dependent upon certain criteria. These plans are unfunded. The post

retirement medical plans are accounted for as a defined benefit plan.

The principal assumptions used to determine the actuarial present value of benefit obligations in terms of [AS
19 are detailed below (shown as weighted averages):

31 March 2018 31 March 2017
Average discount rate for plan liabilities 9,4% 9,5%
Average rate of inflation 6,5% 7,2%
Expected average increase in healthcare costs 8,0% 8,7%

Profit or loss

The amounts recognised in profit or loss are as follows:

R'000 31 March 2018 31 March 2017
Analysis of the amonnt charged to operating profit or loss
Employer contributions (1927) (1691)
Current service cost 1726 1716
Total within operating costs (201) 25
31 March 2018 31 March 2017
R'000
Analysis of the amount charged to net finance costs
Interest cost on plan liabilities 6813 6 857
Net charge to other net finance costs 6813 6 857
Total charge to profit or loss 8539 8573
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14. Retirement henefits (continued)

Movement analysis
The change in the present value of defined benefit obligations are as

follows:
R'000 31 March 2018 31 March 2017
Opening balance 72903 68 320
Current service cost 1726 1716
[nterest costs 6813 6 857
Actuarial gains in equity (10974) (2 299)
Benefit paid (1926) {(1691)
68 542 72903

Closing balance

Assumed healthcare trend rates have a significant effect on the amounts recognised in profit or loss. A 1% change
in assumed healthcare cost trend rates would have the following effects:

Rand ‘000

31 March 2018
1% increase

31 March 2018
1% decrease

Effect on the sum of service cost and interest cost 1546 (1247)
Effect on defined benefit obligation 11515 (9322)
Rand ‘000 31 March 2017 31 March 2017
1% increase 1% decrease
Effect on the sum of service cost and interest cost 1 646 (1312)
Effect on defined benefit obligation 13050 (10 498)
15. Financial risk and capital management
Financial instrument risk exposure and management
Ultimate responsibility for the financial risk management rests with the Board of Directors.
The Company's financial assets and liabilities are summarised as follows:
Rand 000 Financial assets
Amortised cost Total
Financial assets investments 130733 130733
Cash and cash equivalents 336674 336674
Trade and other receivables 191 350 191 350
At 31 March 2018 658 757 658 757
Rand ‘000 Financial liabilities
Amortised cost Total
Group company loans {787 158) (787 158)
Trade and other payables {578938) (578938)
At 31 March 2018 (1366 096) {1366 096)
Rand ‘000 Financial assets
Amortised cost Total
Financial assets investments 120 860 120 860
Cash and cash equivalents 894 036 894 036
Trade and other receivables 3851 3851
At 31 March 2017 1018747 1018 747

Page 29




Black Mountain Mining Proprietary Limited
Company Registration number 2005/040096/07

Notes to the annual financial statements
For the year ended 31 March 2018

15. Financial risk and capital management [continued)

Rand ‘000 Financial liabilities

Amortised cost Total
Trade and other payables (374 142) (374142)
At 31 March 2017 (374 142) (374 142)
Credit risk

The Company’s principal financial assets are bank balances and cash, trade and other receivables and
investinents. The Company's credit risk is primarily attributable to its trade receivables. The
Company’s maximum exposure to non-financial institution credit risk at 31 March 2018 is R92.8 million
(31 March 2017; RNil). This exposure relates to current trade balances that are expected to be collected
before their due date. Short term cash investments are placed with banks of a high credit standing.

An allowance for impairment of trade and other receivables is made where there is an identified loss
event, which based on previous experience, is evidence of a reduction in the recoverability of the cash
flows. During the year trade and other receivables with a value of R0.032 million were identified as
doubtful (31 March 2017: R0.076 million) and fully provided for.

Liquidity risk

The Company ensures that there are sufficient committed loan facilities in order to meet short-term business
requirements, after taking into account cash flows from operations and the Company’s holding of cash and cash
equivalents, as well as any distribution restrictions that exist. As at 31 March 2018 the Company has an
unutilised credit Facility of R150.2 million (31 March 2017: R150million) with the Standard Bank of South

Africa Limited.

The expected undiscounted cash flow of the Company’s financial liabilities, by remaining contractual maturity,
at the reporting period end is as follows:

Rand ‘000 Fixed Interest Repayment Total
At 31 March 2018

Group company loans 17 158 770000 787 158
Other non-interest bearing liahilities - 578938 578938
Total 17 158 1348 938 1366 096
Rand ‘000 Fixed Interest Repayment Total
At 31 March 2017

Other non-interest hearing liabilides - - 374142
Total - - 374142
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15. Financial risk and capital management (continued)

All profit or loss sensitivities also impact equity;

The majority of debt and other deposits are carried at amortised cost and therefore carrying value
does not change as interest rates move;

No sensitivity is provided for accrued interest as accruals are based on pre-agreed rates and
therefore are not susceptible to further rate movements; and

Debt with a maturity below one year is floating rate, unless it is a long term fixed rate debt in its
final year.

Using the above assumptions, the following tables show the illnstrative effect on profit or loss and
equity that would result from reasonable possible changes in the relevant foreign currency and interest
rates:

Rand ‘000 Profit or (loss) Equity
Interest rate sensitivities

31 March 2018

+10% interest rate 3753 3753
-10% interest rate (3753) (3753}
31 March 2017

+10% interest rate 1950 1950
-10% interest rate {1950) {1950)
Rand ‘000 Profit or (loss) Equity

Foreign currency sensitivities
31 March 2018

+10% US$ to the Rand 975 975
-10% US$ to the Rand (975) (975)
+10% GBP to the Rand - -
-10% GBP to the Rand - -
+10% INR to the Rand 87 87
-10% INR to the Rand (87) (87)
+10% EUR to Rand 88 88
-10% EUR to Rand (88) (88)
31 March 2017

+10% US$ to the Rand 299 299
-10% US$ to the Rand (299) (299)
+10% GBP to the Rand 10 10
-10% GBP to the Rand (10) (10
+10% INR to the Rand 15 15
-10% INR to the Rand (15) (15)
+10% AUD to Rand 20 20
-10% AUD to Rand 20 (20)
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15. Financial risk and capital management {continued)

Fair value measurements

This note provides information how the Company determines fair values of various financial assets and
financial liabilities.

The Company's financial assets and financial liabilities are measured at fair value at the end of each
reporting period.

The following gives information about how the fair values of these financial assets and finaucial liability
are determined:

IFRS 13 Fair Volue Measurement has established a three-level hierarchy for making fair value
measurements;

- Level 1 - Unadjusted quoted prices for financial assets and financial liabilities traded in an active
market for identical financial assets or financial liabilities,

« Level 2 - Inputs other than quoted prices included in level 1 that are ohservable for the financial asset
or financial liability, either directly {i.e. as prices} or indirectly (i.e. derived from prices).

« Level 3 - Inputs for the financial asset or financial liability that are not hased on ohservable market data.

The directors consider that the carrying amounts of financial assets and financial liabilities recognised
in the consolidated financial statements approximate their fair values.

16. Share capital

31 March 2018
Rand’000 Number of shares
Authorised:
Ordinary shares of with no par value 9 800
A Ordinary shares of with no par value 100
B Ordinary shares of with no par value 100
Issued:
Ordinary shares of R1 each 1 1000
A Ordinary shares* - 32
B Ordinary shares* - 32
Share capital 1 1064

The remaining unissued shares are under the control of the Directors until the Annual General Meeting.

* The A and B Ordinary shares are accounted for as Treasury shares thus reflected as Rnil on total share capital

on the statement of financial position.
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17.2 Key management compensation

31 March 2018 Rand '000

Executive Directors
Non-Executive Directors
Prescribed Officer
Senior Management

Total: Directors, Prescribed officer and Senior
Management

31 March 2017 Rand '000

Executive Directors
Non-Executive Directors
Prescribed Officer
Senior Management

Total: Directors, Prescribed officer and Senior
Management

Directors’ Company Share Total
fees* Salaries Bonus Allowances contributions scheme remuneration

- 7787 2126 435 1400 - 11748

- 2154 622 - 87 270 3134

- 24 339 7570 1198 3406 3382 39 895

- 34 282 10 318 1633 4893 3651 54777
Directors’ Company Share Total
fees* Salaries Bonus Allowances contributions scheme remuneration

- 6187 1163 475 1110 - 8935

- 2036 214 - 69 - 2319

- 14026 1898 414 1781 B9 18 208

- 22 249 3275 889 2 960 89 29 462

* The Company does not compensate directors for their participation in board activities

Page 36




Black Mountain Mining Proprietary Limited
Company Registration number 2005 /040096/07

Notes to the annual financial statements
For the year ended 31 March 2018

18. Net finance income/{costs)

Rand ‘000 31 March 2018 31 March 2017

Finance income
Growth in environmental rehabilitation trust 9 307 7331
Finance income on bank deposits 8254 5290
Other financial incomet) - 28 007
17 561 40 628

Finance costs

Unwinding of discount on provisions (13 557) (12 640)
Interest on post-employment benefit arrangements (6813) (6 856)
Foreign exchange gains / (losses) (3901) (71859)
- 0On balances held in foreign currencies (21 468) (53 681)
- Onother balances 18377 (18 178)
Bank loans and overdrafts (1314) (2216)
(24 775) (93572)
Net finance expense (7214) (52 943)

(1) The Company received interest of R Nil (31 March 2017: R28 007 344) on the refund from (SARS)

mentioned in note 17.1 above.

19. Income tax expense

a) Analysis of charge for the year

Rand ‘000 31 March 2018

Payable in respect of the current year -

31 March 2017

(Refunds)/payable in respect of the prior year (3 696) 9073
Total current taxation (3 696) 9073
Deferred taxation 385732 159132
Total tax charge for the year 382036 168 205

b) Factors affecting tax charge for the year

The current tax charge is R nil due to allowances on capital expenditure incurred on the Gamsberg

Project. The current tax charge for 31 March 2018 and 31 March 2017 is R uil.

Rand '000 31 March 2018 31 March 2017
Profit on ordinary activities before tax 1346734 568553
Tax on profit on ordinary activities calculated at 28% 377 086 159195
Tax effects of:

Expenses not deductible for tax purposes 4721 1990
Non-taxable income (2 765) (2053)
Utilisation of prior year tax losses carried forward 6690 -
Current tax liability prior year recognised (3 696) 9073
Tax charge for the year 382 036 168 205
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19. Income tax expense (continued)

c) Tax rate reconciliation

31 March 2018 31 March 2017
Standard tax rate 28,00% 28,00%
Non-deductible expenses 0,15% 0,0%
Adjustment in respect of prior year’s tax -0,28% 1,58%
Utilisation of prior year tax losses carried forward 0,50% 0%
Effective rate 28,37% 29,58%

20. Cash flow analysis

a) Reconciliation of profit before tax to cash inflows from operations

Rand ‘000 31 March 2018 31 March 2017
Profit before tax 1346 734 568 553
Depreciation and amortisation 173 090 135225
Share based payment expense 43 262 4950
Net finance (costs)/ income (13 156) 33 446
Rental income (4763) (3 623)
Profit on sale of tangible assets (380) -
Increase in provisions and other non-cash flow items 8438 7 241
Decrease/(increase) in inventories 202 365 (216 B55)
(Increase)/ decrease in operating debtors (224 212) 43812
Decrease/(increase) in operating creditors {413 649) 633781
Cash inflows from operations 1117 729 1206531
b) Income tax paid

Rand ‘000 31 March 2018 31 March 2017
Opening balance 8002 5328
Charge for the year 3 696 (9073}
Refunds from SARS - -
Closing balance (11 698) (8 002)]
Tax paid - (11 747)

¢) bividend paid

On the 19th of April 2017, the directors declared a special dividend payable to the Voorspoed Trust totalling
R3 000 375. The dividends were eliminated to Rnil on consolidation of the shareholding held by the Voorspoed

Trust. Dividends paid (2017: Nil}
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23. Share based payments

Rand ‘000 31 March 2018 31 March 2017
BMM cash settled scheme 35879 -
Vedanta Limited cash settled scheme 4 957 -

40 836 -

BMM cash settled scheme
On 1 April 2017 the Company issued A and B ordinary shares to the Voorspoed Trust with an effective
holding of 6% of the Company’s issued share capital.

The Scheme is accounted for as a cash settled scheme in accordance with International Financial
Reporting Standard (IFRS) 2, which requires the liability to be accrued for over the vesting period of the
shares, 5 years and 7 years for 50% of each tranche.

The company measures the fair value of the services received hased on the fair value of the liability. The
fair value of the award is remeasured at each reporting date and on settlement of the liability using the
Black Scholes Option Pricing Model. The ultimate cost of a cash-settled award is the cash that will be paid
to the participants of the ESOP scheme, which is the fair value at settlement date. Until the award is
settled, the Company presents the cash-settled award as a liability with changes in the measurement of
the liability being reflected in the statement of profit or loss and other comprehensive income.

The following tables list the inputs to the models used for the scheme for the ended 31 March 2018
Dividend yield: 0

Expected volatility: 35%

Risk-free interest rate: 8.72%

Time to expiry: 6 years

Option value: A shares RB3, B shares R76

Model used: Black Scholes

Vedanta Limited cash settled scheme
The share based expenses for the period for certain empioyee shares or rights over shares in a Group

company are administered by SESA Sterlite Limited. Details of the share scheme are disclosed in the
Vedanta Limited annual finaucial statements.

24. Operating leases

At 31 March 2018, the Company had outstanding commitments under non-canceilable operating leases.

Rand '000 31 March 2018 31 March 2017

Expiry date:

Within one year 2982 3284

Twa to five years 856 2577
3 838 5861
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